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DEED OF TRUST

DATE: January 9, 2062

Reference # (if apphcable) Additional on page _____
Grantor(s): .

1. Daut, James A

2. Daut , Sheila Fl_ -

Grantee(s)
1. Horizon Bank . 7
2. Westward Financial Serwces Inc Trustee

Legal Description: PTN NW 1/4 OF SW 1/4 16 33 4 EW.M.
AKA LOT 1 & PTN 4, SP 54-88 E Additional on page 9

Assessor's Tax Parcel |D#: 330416-3:0:02'_ 0 1""18

THIS DEED OF TRUST is dated January 9, 2002,"among James A Daut, whose address is
20076 Sinnes RD, Mt Vernon, WA 98273 and Sheila‘ Daut , whose address is 20076 Sinnes
RD, Mt Vernon, WA 98273; husband and. wnfe ("Grantor"), Horizon Bank, whose mailing
address Is Burlington Office, PO Box 642/ 1020 South Burlington Bivd, Burlington, WA
98233 (referred to below sometimes as "Lender"’ and sometimes as "Beneficiary"); and
Westward Financial Services Inc, whose mailing-address is 1500 Cornwall Avenue,
Bellingham, WA 98225 (referred to below as "Trustee").
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CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale, right
.of entry and possession and for the benefit of Lender as Beneficlary, all of Grantor's right, titte, and Interest in and to the
following described real property, together with all existing or subsequently erected or affixed buildings, improvements and
fixtures; all easements, rights of way, and appurtenances; all water, water rights and ditch rights (including stock in utiilties
with ditch or irrigation rights), and all other rights, royalties, and profits relating to the real property, including without limitation

all minerals, ofl, gas, geothermat and similar matters, (the "Real Property") located in Skagit County, State

of quh_ington

See Schedule "A-1", which is attached to this Deed of Trust and made a part of this
Deed of Trust as if fully set forth herein.

The Real "P'roper._tir or ‘i"t_s_ address is commonly known as 20076 Sinnes Rd, Mt Vernon, WA
98274. The Real __P.rb_p'eqy tax identification number is 330416-3-002-0118

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

THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS
AND PERSONAL PFlOPERTY_ 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 TRUSTIS GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Except as’ olherwnse provided in this Deed of Trust, Grantor shall pay o Lender all
amounts secured by this Deed of Trust as they bec¢ome due, and shall strictly and in a timely manner perform all of Grantor's
obligations under the Note, this Deed of Trust, afid the Related Documents.

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

Possession and Use. Until the occurrence of an Event of Default, Grantor may (1) remain in possession and control of
the Property; (2) use, operate or manage the-Préperty; and (3} collect the Rents from the Property (this privilege is a
license from Lender to Grantor automatically. revoked 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 to Maintain. Grantor shall maintain the Property in good condition and promptly perform all repairs, replacements,
and maintenance necessary to preserve its value. .-

Compliance 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, gengration, manufacture, storage, treatment, disposal,
reloase or threatened release of any Hazardous Substance by apy parson 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 to and
acknowledged by Lender in writing, (a) any breach or violation, of any Environmental Laws, (b} any use, generation,
manufacture, storage, treatment, disposal, relsase or thraatened release of any Hazardous Substance on, under, about
or from the Property by any prior owners or occupants of the Property, or (¢} any actual or threatened litigation 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, coritraéter, agent.or other 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 complianca with all“applicable federal, state, and focal laws,
regulations and ordinances, including without limitation all Environmental Laws. : Grantor authorizes Lender and its
agents to enter upon the Property to make such inspsctions and ‘tests, at Grantors expense, as Lender may deem
appropriate to determine compliance of the Property 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 be construed 16 create any responsibility or Hability on
the part of Lender to Grantor or to any other person. The representatiors.and Warranties eontained herein are based on
Grantor's due diligence in investigating the Property for Hazardous Substanges.: Grantor hereby (1) releases and
waives any future claims against Lender for indermnity or contribution in the event ‘Grantor. becomes liable for cleanup or
other costs under any such laws; and (2) agrees to indemnify and hold harmfess Lender’ against any and all claims,
losses, liabilities, damages, penaltiss, and expenses which Lender may directly or indirectly sustain or suffer resulting
from a breach of this section of the Deed of Trust or as a consequence of any use; generation; manufacture, storage,
disposal, release or threatened release occurring prior to Grantor's ownership or interest in‘the-Property, whether or not
the same was or should have been known to Grantor. Tha provisions of this section of the.Deed of Trust, including the
obligation to indernnify, shall survive the payment of the Indebtedness and the satisfacfion-and reconveyance of the lien
of this Deed of Trust and shall not be affected by Lender's acquisition of any mterest in the Propeny whether by
foreclosura or otherwise.

Nuisance, Waste. Grantor shall not cause, conduct or permit any visance nor commlt parmlt or suffer any stripping of
or waste on or to the Property or any portion of the Property. Without limiting the generality of the. foregoing, Grantor will
not remove, or grant to any other party the right to rermove, any timber, minerals (|nc|ud|ng 0|I and gas) ooal clay,
scoria, soil, gravel or rock products without Lender’s prior weitten consent.

Removal of Improvements. Grantor shall not demolish or remove any Improvernents from the Fleal Property without
Lender's prior written consent. As a condition to the removal of any Improvements, Lender may requiré Grantor to: make
arrangements satisfactory to Lender fo replace such Improvements with Improvements of at least equal valte. .’

Lender's Right to Enter. Lender and Lender's agents and representalives may enter upon the Reéal Properly at all
reasonable times to attend to Lender’s interests and to inspect the Real Property for purposes of Grantors comahance:.
with the terms and conditions of this Deed of Trust.

Compliance with Governmental Requirements. Grantor shall promptly comply, and shall promptly cause oomplianca
by all agents, tenants or other persons or entities of avery nature whatsoever who rent, lease or otherwise use er occupy - E
the Property in any manner, with all laws, ordinances, and regulations, now or hersafter in effect, of all govemmental.
autharities applicable to the use or occupancy of the Property. Grantor may contest in good faith any such law; ©
ordinance, or regulation and withhold compllance during any proceeding, including appropriate appsals, so long as . .
Grantor has notified Lerder in writing prior to doing so and so long as, in Lender’s scle 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, to protect Lender's interest.

Duty to Protect. Grantor agrees nefther to abandon or leave unattended the Property. Grantor shall do all other acts, in
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addluon to those acts set forth above in this section, which from the character and use of the Property are reasonably
necessary to protect and preserve the Property.

. DUE ON SALE CONSENT BY LENDER. Lender may, at Lender's option, (A) declare immediately due and payable all
‘sums secured by this Deed of Trust or (B} increase the interest rate provided for in the Note or other document evidencing
the Iidebtedness and impose such other conditions as Lender deems appropriate, upon the sale or transfer, without Lender's
prior. written consent, of ail or any part of the Real Property, or any interest in the Real Property. A “sale or transfer" means the
conveyance of-Real Property or any right, title or interest in the Real Property; whather legal, beneficial or equitable; whether
voluntary-or-ifivoluntary; whether by outright sale, deed, installment sale contract, land contract, contract for deed, leasehold
Interest-with.a term greater than three (3) years, lease-option contract, or by sale, assignment, or transfer of any beneficial
interest in or to.any.land. trust holding title to the Real Property, or by any other method of conveyance of an interest in the
Real Property’ Howeaver; th|s option shall not be exercised by Lender if such exercise is prohibited by federal law or by
Washington law

TAXES AND LIENS. The foilowmg pravisions relating to the taxas and lisns on the Property are part of this Deed of Trust:

Payment. Grantor shall pay. when due (and in all events prior to delinquency) all taxes, special taxes, assessments,
charges (including watér and gewer), fines and impositions levied against or on account of the Property, and shall pay
when due all glaims forwork  dene on or for services rendered or material furnished to the Property, Grantor shall
maintain the Property freé of 4ll liens having priority over or equal to the interest of Lender under this Deed of Trust,
except for the lien of taxes and assessments not due, except for the Existing Indebtedness referred to below, and except
as otherwise provided in.this Deed of Trust.

Right to Contest. Gramor may wﬂhhold payment of any tax, assessment, or claim in connsction with a goed faith
dispute over the obligation to pay, so’long as Lender's interest in the Property is not jeopardized. If a lien arises or is
filed as a result of nonpayment, Grantor shall within fifteen (15) days after the lien arises o, if a lien is filed, within fifteen
{15) days after Grantor has fiotice of the filing, secure the discharge of the lien, or if requested by Lender, deposit with
Lender cash or a sufficient corporate surety. bond or other security satisfactory to Lender in an amount sufficient to
discharge the lien plus any costs and attorneys’ fees, or other charges that could accrue as a result of a foreclosure or
sale under the lien. In any coritest, Grantor shall defend itself and Lender and shall satisty any adverse judgment before
enforcement against the Property Grantor shall name Lender as an additional obligee under any surety bond furnished

in the contest procesdings. .

Evidence of Payment. Grantor shall upon demand fumish to Lender satisfactory evidence of payment of the taxes or
assessments and shall authorize the’ appropnate governmental official to deliver to Lender at any time a written staternent
of the taxes and assessments against the Property

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

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

Maintenance of insurance. Grantor shall procure and mar_ntamu p_ohcres of fire insurance with standard extended
coverage endorsements on a replacement basis for the full'insurable value covering all Improvements on the Real
Property in an amount sufficient to avoid application of any.goinsirance dlause, and with a standard mortgagee clause in

favor of Lender, together with such other hazard and liability ifsurance as Lender may reasonably require. Policies shall
be written in form, amounts, coverages and basis reasonably acgeptable 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 cerfificates of insurance in form satisfactory ‘to, Lender,.ihciuding stipulations that coverages will not be
cancelled or diminished without at least ten (10) days prior wiitten niotice t¢*Lender. Each insurance policy also shall
inciude an endorsement providing that coverage in favor of Lender will. Aot be impaired in any way by any act, omission

or default of Grantor or any other person. Should the Real Property be located.in‘an area designated by the Director of
the Federal Emergency Management Agency as a special flood hazard ared, Grantor agrees to obtain and maintain
Federal Flood Insurance, if available, within 45 days after notice i§ given.by Lender that the Property is located in a
special flood hazard area, for the full unpaid principal balance of the ‘loan and any ‘pfior. liens on the property securing

the ioan, up to the maximum policy limits sat under the National Flood |nsurance Prograrn, or as otherwise required by
Lender, and to maintain such insurance for the term of the loan. :

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the Property. lender may
make proof of loss if Grantor fails o do so within fifteen (15) days of the casualty. Whether.or not Lender’s security is
impaired, Lender may, at Lender's election, receive and retain the proceeds of any-insurance and apply the proceeds to

the reduction of the Indebtedness, payment of any lien affecting the Property:or’ the-regtération and repair of the

Property. If Lender etects to apply the proceeds to restoration and repair, Granter shall:repair or replace the damaged or

destroyed Improvemsnts in a manner saiisfactory to Lender. Lender shall, upon satlsfactory proof of such expenditure,

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

Lender has not committed to the repair or restoration of the Property 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 applisd to the principal

balance of the Indebtedness. If Lender holds any procesds after payment in full of the '.ndebtedness such proceeds

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 lo the purchaser of the
Property covered by this Deed of Trust at any trustee’s sale or other sale hald under the prowsmns of thrs Deed of Trust,
or at any foreciosure sale of such Property. R - .

Compliance with Existing Indebtedness. During the pericd in which any Existing Indebtedness descnbed beIow |s in
effect, compliance with the insurance provisions contained in the instrument evidencing such Existing Indsbtedness shall
constitute compliance with the insurance provisions under this Deed of Trust, o the extent compliancewith the: terms “ef

this Deed of Trust would constitute a duplication of insurance requirement. If any proceeds from the insurance become =

payable on loss, the provisions in this Deed of Trust for division of proceeds shall apply only to that® pomon of the
proceeds not payable to the holder of the Existing Indebtedness.

LENDER'S EXPENDITURES. |If Grantor fails (A) to keep the Propery free of all taxes, liens, securlty |nterests

encumbrances, and other claims, (B) to provide any required insurance on the Property, (C) 1o make repairs. o the /

Property or to comply with any obiigation to maintain Existing Indebtedness in good standing as required below, then Lender

may do so. If any action or proceeding is commenced that would materially affect Lender’s interests in the Property, ther

Lender on Grantor's behalf may, but is not required to, lake any action that Lender believes 10 be appropriate to protect.-“":'

Lender's interests. All expenses incurred or paid by Lender for such purposes will then bear interest at the rate charged
under the Note from the date incurred or paid by Lender to the date of repayment by Grantor. All such sxpanses will become
a part of the Indebtedness and, at Lendar's option, will (A} be payable on demand; (B) be added to the balance of the
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Note and be appomoned among and be payable 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 wifl be
due and payable at the Note's maturity. The Deed of Trust also will secure payment of these amounts. The rights provided
for.in this paragraph shall be in addition to any other rights or any remedies to which Lender may be entitled on account of
arly default. Any.stich action by Lender shell not be construed as curing the default so as fo bar Lender from any remedy that
it otherw"i’se would have had.

WAFIFIANTY DEFENSE OF TITLE. The following provisions refating to ownership of the Property are a part of this Dead of
Trust: -

T |tte. Grentor warrants that: {a) Grantor holds good and marketable title of record to the Property in fes simpls, free
and clear of all: ]lene and encumbrances other than those set forth in the Real Property description or in the Existing
indebtedress section-below or in any title insurance policy, title report, or final title opinion issued in favor of, and
accepted by, Lender i’ connection with this Deed of Trust, and (b) Grantor has the full right, power, and authority to
execute and deliver this, Deed of Trust to Lender.

Defense of Title. Subject to the exception in the paragraph above, Grantor warrants and wil forever defend the title to
the Property again&t the:lawful claims of all parsons. In the svent any action or proceeding is commenced that questions
Grantor's tile of the'interest of-Trustes or Lender under this Deed of Trust, Grantor shall defend the action at Grantor's
expense. Grantor may: be the nominal party in such proceeding, but Lender shall be entitled to participate in the
procesding and to be represerted in the proceeding by counsel of Lender's own choice, and Grantor will deliver, or
cause to be delivered, to Lender such instruments as Lender may request from fime to time to permit such participation.

Compliance With Laws Graptor warrants that the Property and Grantor’s use of the Property complies with all existing
applicable laws, ordinatices, and regulations of governmental authorities.

Survival of Promises. A!I:pr_emlses. agreements. and statements Grantor has made in this Deed of Trust shall survive
the execution and delivery of this Deed ‘of Trust, shall be continuing in nature and shall remain in full force and effect unti
such time as Grantor's Indebtedness is paid i full.

EXISTING INDEBTEDNESS. The teltowmg prowsrons concerning Existing Indebledness are a part of this Deed of Trust:

Existing Lien. The lien of this Deed of “Trust securing the Indebtedness may be secondary and inferior to an existing
lien. Grantor expressly covenants and agrees. i pay, or see to the payment of, the Existing Indebtedness and to prevent
any default on such indebtedness, any- défaylt yider the instruments evidencing such indebtedness, or any default

uridler any security documents for such indebtednees'

No Medification. Grantor shall not enter into” any agresment with the holder of any mortgage, deed of trust, or other
security agresment which has priority over this Deed of-Trust by which that agreement is modified, amended, extended,
or renewed without the prior written consent of Lendér. -Grantor shall neither request nor accept any future advances
under any such security agreement without the prio¥ written consent of Lender.

CONDEMNATION. The following provisions relating to condemnation proceedings are a part of this Deed of Trust:

Proceedings. [f any proceeding in condemnation is filed, Grantor shall promptly notify Lender in writing, and Grantor
shalt promptly take such steps as may be necessary.to defend the action and obtain the award. Grantor may be the
nominal party in such proceeding, but Lender shall be entitled to participate in the proceeding and to be represented in
the proceeding by counsel of its own choice all at Grantor's expense;and Grantor will deliver or cause to be delivered to
Lender such instruments and documentation as may be requested by Lender from time to time to permit such
participation.

Application of Net Proceeds. [f all or any part of the Property is condemned by eminant domain proceedings or by any
proceeding or purchass in lieu of condemnation, Lender may -at.its election require that all or any portion of the net
proceeds of the award be applied to the Indebtedness or the repair. of ‘restoration of the Property. The net proceeds of
the award shall mean the award after payment of all reasonable costs, expenses and attomeys' fees incurred by Trustee
or Lender in connection with the condemnation.

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

Current Taxes, Fees and Charges. Upon requast by Lender, Grantor- shall execute Slich documents in addition to this
Deed of Trust and take whatever other action is requested by Lender to pérfect and-contifiue Lender’s lien on the Real
Property. Grantor shall reimburse Lender for all taxes, as described below, together” with all expenses incurred in
recording, perfecting or continuing this Beed of Trust, including without I|m|tatron all taxes fees, documentary stamps,
and other charges for recording or registering this Deed of Trust.

Taxes. The following shall constitute taxes to which this section applies: (1) a ‘spécific tax upon this type of Deed of
Trust or upon all or any part of the Indebtedness secured by this Deed of Trust(2) a.specific tax on Grantor which
Grantor is authorized or raquired to deduct from payments on the Indebtedness secured by-this type of Deed of Trust;
{3) a tax on this type of Deed of Trust chargeable against the Lender of the holder of the Note, and {4) a specific tax
on all or any portion of the Indebtedness or on payments of principal and Interast made: by Grantor

Subsequent Taxes. !f any tax to which this section applies is enacted subsequent to the datg of thls Deed of Trust, this
event shall havs the same effect as an Event of Default, and Lender may exercise any or.all of its available remedies for
an Event of Default as provided below unless Grantor either (1) pays the tax before it becomes. delinquent, or (2)

contests the tax as provided above in the Taxes and Liens section and deposits with Lender cash or & sufficient

corporate surety bond or other security satisfactory to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions relating to this Deed of Truet as a securlty
agreement are a part of this Deed of Trust:

Security Agreement. This instrument shall constitute a Security Agreement to the extent any of the; Property constltutes
fixtures, and lLender shall have all of the rights of a secured party under tha Uniform Commercial Code as amended trom

time to time.

Security Interest. Upon request by Lender, Grantor shall execute financing staternents and take whatever other achon

is requested by Lender to perfect and continue Lender's security interest in the Personal Property. n “addition to
recording this Deed of Trust in the real property records, Lender may, at any time and without further authorization from
Grantor, file executed counterparts, capies or reproductions of this Deed of Trust as a financing statement, Grantor shalt £
reimburse Lender for all expenses incurred in perfecting or continuing this security interest. Upon default, Grantér 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 convenient to Grantor and Lender..~
and make it availabls to Lender within three (3) days after receipt of written demand from Lender to the extent permrtted

by applicable law.

Addresses. The mailing addresses of Grantor (debtor) and Lender {secured party) from which information concemmg
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the securrty interest granted by this Deed of Trust may be obtained {sach as required by the Uniform Commercial Code)
~are’as stated on the first page of this Deed of Trust.

FURTHER ASSURANCES ATTORNEY-IN-FACT. The following provisions relating to further assurances and

attorney |n-fact are.a part of this Deed of Trust:

}'Further Assurances At any time, and from time to time, upon request of Lender, Grantor will make, execute and
‘deliver, or wilf cause to be 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” ag-Lender ‘may desm appropriate, any and all such mortgages, deeds of trust, security deeds, security
agréemients, ftnancrng statements, continuation statements, instruments of further assurance, certificates, and other
documents”as tnay,:in:the sole opinion of Lender, be necessary or desirable in order to effectuate, complete, perfect,

continug, orpreserve " (1) Grantor's obligations under the Note, this Deed of Trust, and the Related Docurnents, and (2)
the liens.and secirity interests created by this Deed of Trust on the Property, whether now owned or hereafter acquired
by Grantor. Unless prehibited by law or Lender agrees to the contrary in writing, Grantor shall reimburse Lender for ali
costs and expenses incurred in connection with the matters referred to in this paragraph.

Attorney-in-Fact. I Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do so for
and in the name of Grantor and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints Lender
as Grantor's attorney-in-fact for'the purpose of making, executing, delivering, filing, recording, and doing all other things
as may be necessary or desrrable in Lender's sole opinion, to accomplish the matters referred o in the preceding
paragraph.
FULL PERFORMANCE. If Granter pays aII the Indebtedness when due, and ctherwise 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 shall
execute and deliver to Grantor’ syitable statements of termination of any financing statemment 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 grantee in any. reconveyance may be described as the "person or persons legally entitied thereto”, and
the recitals in the reconveyance of any matters or facts shall be conclusive proof of the truthfulness of any such matters or
facts.

EVENTS OF DEFAULT. AtLender's optnon- Grantor will be in default under this Deed of Trust if any of the following happen:
Payment Default. Grantor fails to ma___ke atiy _gay_me_nt when due under the Indebtedness.

Break Other Promises. Grantor breaks: aﬁy prbmise made to Lender or fails to perform promptly at the time and strictly
in the manner provided in this Deed of Trust or in:any agreement related to this Deed of Trust.

Compliance Default. Failure to comply wrth any other term, obligation, covenant or condition contained in this Deed of
Trust, the Note or in any of the Related Bocuments Af 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 occurred) if-Graritor, after Lender sends written notice demanding cure of such faiture:
(a) cures the failure within thirty (30} days; or" (B} if the cure requires more than thirty (30) days, immediately initiates
steps sufficient to cure the failure and thereafter-céntinues and completes all reasonable and necessary steps sufficient
to produce compliance as soon as reasonably practtcal ;

Default on Other Payments. Failure of Grantor within the time requnred by this Deed of Trust to make any payment for
faxes or insurance, or any other payment necessary to prevent mmg 0f or to effect discharge of any lien.

False Statements. Any representation or statement madeor furmshed to Lender by Grantor or on Grantor’s behalf
under this Deed of Trust or the Related Documents is Iatse or mlsleadlng in any material respect, either now or at the
time made or fumished. ;

Defective Collateralization. This Deed of Trust or any of the Helateﬂ Decuments ceases 10 be in full force and effect
(including failure of any collateral document to create a valid and perfeeted securrty intergst or lien) at any time and for
any reason.

Death or Insolvency. The death of any Grantor, the insotvency of Granlor the appetntment of a receiver for any part of
Grantor's property, any assignment for the benefit of creditors, any:type of.creditor workout, of the commencement of
any proceeding under any bankruptcy or insolvency laws by or against Grentor o

Taking of the Property. Any creditor or govemmental agency tries to take any ot the' Property or any other of Grantor's
property in which Lender has a lien. This includes taking of, garnishing of or fevying on Grantor's accounts with Lender.
Howaver, if Grantor disputes in good faith whether the ctaim on which the taking of thé Property is based is valid or
reasonable, and if Grantor gives Lender written notice of the claim and furnishes Lender iwith.monies or a surety bond
satisfactory to Lender to satisfy the claim, then this default provision will not apply i

Breach of Other Agreement. Any breach by Grantor under the terms of any other agreernent between Grantor and
Lender that is not remedied within any grace period provided therein, including without limitation any agresment
concerning any indebtedness or other obligation of Grantor to Lender, whether exrsttng now or Iater

Events Affecting Guarantor. Any of the preceding events cccurs with respect to any guaranter endorser, surety, or
accommodation party of any of the Indebtedness or any guarantor, endorser, surety, or accommodation party dies or

becomes incompetent, or revokes or disputes the validity of, or liability under, any Guaranty of the‘indebtedness. In the
event of a death, Lender, at its option, may, but shall not be required to, permit the guararitor's’ estate to assume
unconditionally the obligations arising under the guaranty in a manner satisfactory to Lender; and m dorng s6;.cure any

Event of Default,

Existing Indebtedness. The payment of any installment of principal or any interest on the Exrstrng Indebtedness is not
made within the time required by the promissory note evidencing such indebtedness, or a default.docuars undet: the
instrument securing such indebtedness and is not cured during any applicable grace period in such |nstrument or any
suit or other action is commenced to foreclose any existing lien on the Property.

Right to Cure. If such a failure is curable and if Grantor has not been given a notice of a breach of the same prewsion

of this Deed of Trust within the preceding twelve (12) months, it may be cured (and no Event of Default will-have =
accurred) if Grantor, after Lender sends written notice demanding cure of such failure: {a) cures the failire within thiy”
(30) days; or (b) if the cure requires more than thirty (30) days, immediately initiates steps sufficient to cure.the failurg
and thereafter continues and complates all reasonable and necessary steps sufficient to produce compliance as soon as E
reasonably practical. '

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

Election of Remedies. All of Lender's rights and remedies will be cumulative and may be exercised alone or together
An slection by Lender to choose any one remedy will not bar Lender from using any other remedy. If Lender decides 1o
spend money or to perform any of Grantor's obligations under this Deed of Trust, after Grantor's failure to do so, that

LS RUMATAIRI D
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:"declslon by Lender will not afiact Lender's right to declare Grantor in default and to exercise Lender's remedies.

i Aeeelerate Indebtedness. Lender shall have the right at its option to declare the entire Indebtedness immediately dus
and payable, including any prepayment penalty which Grantor would be required to pay.

“ Forec!ﬁétire: -With respect to all or any part of the Real Property, the Trustee shall have the right to exercisse its power of
gale and to foreclose by notice and sale, and Lender shall have the right to foreclose by judicial foreclosure, in either
icase in aocordance with and to the full extent provided by applicable law.

IJCC Remedles With respect to all or any part of the Personal Property, Lender shall have ali the rights and remedies of
a secured party. under the Uniform Commercial Code.

Collect Rents Lender shall have the right, without notice to Grantor to take possession of and manage the Property
and collect the Rsnts;, 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
to make payments:of rent or use fees directly to Lender. If the Renis are collected by Lender, then Grantor irrevocably
designates Lender as” Granfor's attorney-Iin-fact to endorse Instruments received in payment thereof in the name of
Grantor and to negdtiate the. same and coliect the proceeds. Payments by tenants or other users to Lender in response
to Lender's demand.shail satisfy the obligations for which the payments are made, whether or not any proper grounds
for the demand gxisted: Lender may exercise its rights under this subparagraph either in person, by agent, or through a
raceiver.

Appoint Receiver. Lender’ shall have the right to have a receliver appointed to take possession of all or any part of the
Property, with the power:to protect-adnd: 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 Indebtedness. The.réceiver may serve without bond if permitted by law. Lender’s right to the appointment

of a receiver shalt exist whether or not'the apparent value of the Propeny exceeds the Indebtedness by a substantial
amount. Employment by Lender shall not; dlsqualrl‘y a person from serving as a recelver.

Tenancy at Sufferance. If Granlor remams rn ‘possession of the Property after the Property is sold as provided above or
Lender otherwise becomes entitled: to _possession of the Property upon default of Grantor, Grantor shall become a
tenant at sufferance of Lender or the purchaser of the Property and shall, at Lender's option, either (1) pay a
reasonable rental for the use of the, Property or_{2)-vacate the Property immediately upon the demand of Lender.

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

Notice of Sale. Lender shall give Granter reasonable notice of the time and place of any public sale of the Personal
Property or of the tima after which any private sale or otherintended disposition of the Psrsonal Property is to be made.
Reasonable notice shall mean notice given at laast ten {10) days before the time of the sale or disposition. Any sale of
Personal Property may be made in conjunctiors with’ any sale of the Real Proparty.

Sale of the Property. To the extent permitted’ by applicable law, Grantor hersby waives any and all rights to have the
Property marshalled. |n exercising its rights and remedies, the Trustee or Lender shall be free to sell all or any part of the
Property together or separately, in one sale or by separate sales. Lender shall be entitied to bid at any public sale on all
or any portion of the Property.

Attorneys’ Fees; Expenses. |f Lender institutes any suit or acﬂon 6. enforce any of the terms of this Desd 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 :extert not prohibited by law, all reasonable
expenses Lender incurs that in Lender's opinion are necessary at &ny time for the protection of its interest or the
enforcement of its rights shall become a part of the Indebtedness payablg 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 attérneys' fees and Lender's legal expenses, whether or not
there is a lawsuit, intluding attomeys' fees and expenses for bankrmiGy proceedings (including efforts to modify or
vacate any automatic stay or injunction), appeals, and any anticipated post-judgment collection services, the cost of
searching records, obtaining title reports {including foreclosure reports), surveyors’ reports, and appraisal fees, tille
insurance, and fees for the Trustee, to the extent parmitted by applrcable an 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 duties of Lendar as set fonh in th1s section.

POWERS AND OBLIGATIONS OF TRUSTEE. The following provisions relatmg 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 matter of law, _Trustee shall have the power to take
the following actions with respect to the Property upon the written request of Lender and Grantor: (&) Join In preparlng
and filing a map or plat of the Real Property, including the dedication of streets or Gther rights to the public; (b) join in
granting any sasement or creating any restriction on the Real Proparty; and (C) jOln m any subordrnatron or other
agreement affecting this Deed of Trust or the interest of Lender under this Deed of Trust. ;

Obligations to Notify. Trustee shall not be obligated to notify any other party of a pendrnl sale under any other trust
desed or lien, or of any action or proceeding in which Grantor, Lendsr, or Trustee shall be a party, unless reguired by
applicable faw, or unlass the action or proceeding is brought by Trustee.

Trustee. Trustee shall meet all qualifications required for Trustee under applicable law. In add;tion 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 Lander will have the right to foreclose by judicial foreclosure, in either case i accordance with and
to the full extent provided by appiicable law. P y

Successor Trustee. Lender, at Lender's option, may from time to time appoint a successor Trustee tcr any Trustee
appointed under this Deed of Trust by an instrument executed and acknowledged by Lender and recorded inthe-office.

of the recorder of Skagit County, State of Washington. The instrument shall contain, in addition to all-other matters:.
required by state law, the names of the original Lender, Trustee, and Grantor, the book and page or the Alditor's File”
Number where this Deed of Trust is recorded, and the name and address of the successor trustee, and the instrument -
shall be executed and acknowledged by Lender or its successors in interest. The successor trustee, withoult conveyance™
of the Property, shall succeed to all the title, power, and duties conferred upon the Trustee in this Deed of Trust and by -
applicable law. This procedure for substitution of Trustee shall govern to the exclusion of alt other prmnsrons for £
substitution. .

NOTICES. Subject to applicable taw, and except for notice required or allowed by law to be given in another manner anyr S
notice required to be given under this Deed of Trust, Including without limitation any notice of defauft and any notice of sale =~
shall be given in writing, and shall be sffective when actually delivered, when actually received by telefacsimile {Unless
otherwise required by law), when deposited with & nationally recognized overnight courier, or, it mailed, when deposited in

the United States mail, as first class, certified or registered mail postage prepaid, directed to the addresses shown near the
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begmmng 8t this Deed of Trust. All copies of notices of foreclosure from the holder of any lien which has priority over this
Desd of Trust shall be sent to Lender's address, as shown near the beginning of this Deed of Trust. Any person may change
‘his_of her-atidress for notices under this Deed of Trust by giving formal written natice to the other parson or persons,
'~-.spec|fylng that tfie purpose of the notice Is to change the person's address. For notice purposes, Grantor agrees to keep
Lendér informed. at all times of Grantor's current address. Subject to applicable law, .and except for notice required or
allowed by taw 1o be given in another manner, if there is more than cne Grantor, any notice given by Lender to any Grantor is
desfed to be ngtice given to ail Grantors. It will be Grantor's responsibility to tell the others of the notice from Lender.

MISCI%LL-ANEOUS RRQVISIONS. The following miscellanecus provisions are a parnt of this Deed of Trust:

Aniiendtnents. What is written in this Deed of Trust and in the Related Documents is Grantor's entire agreement with
Lender coricerning the.matters covered by this Deed of Trust. To be effective, any change or amendment to this Deed
of Trust'must be'in writing and must be signed by whoever will be bound or cbligated by the change or amendment.

Captron Headmgs Captron headings in this Deed of Trust are for convenience purposes only and are not to be used to
interpret or define the' prowsmns of this Deed of Trust.

Merger. There shall be no’ ‘mirger of the interest or estate created by this Deed of Trust with any other interest or estate
in the Property at any tlme héld 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 and interpreted in accordance with federal law and the
laws of the State of Washlngton This Deed of Trust has been accepted by Lender in the State of Washington.

Choice of Venue. If thefe is'a lawsuit, Grantor agrees upon Lender's request to submit to the Jurisdiction of the courts of
Skagit County, State: of Washrngtoﬂ

Joint and Several Liability.. Al obhgatnons of Grantor under this Deed of Trust shall be joint and several, and all
references to Grantor shaltmean each.and every Grantor. This means that each Grantor signing below is responsible for
all obligations in this Deed of Trust, e

No Waiver by Lender. Grantsr underetande Lender wili not give up any of Lender's rights under this Deed of Trust
unless Lender does so in writing: The faet that Lender delays or omits to exercise any right will not mean that Lender
has given up that right. If Lender does agree in writing to give up one of Lender's rights, that does not mean Grantor will

not have to comply with the other-provisions of -#iis Deed of Trust. Grantor also understands that if Lender does consent
10 a request, that does not mean that Grantor wilk not have to get Lender's consent again if the situation happens again.

Grantor further understands that just: because Lender consents to one or mare of Granter's requests, that does not mean
Lender will bs required to consent &5 any-of Grantors future requests. Granior waives presentment, demand for
payment, protest, and notice of dishonor. - g 8

Severabiiity. If a court finds that any prowsmn of thls Deed of Trust is not valid or should not be enforced, that fact by
itsell wili not mean that the rest of this Deed of Trust will not be valid or enforced. Therefore, a court will enforce the rest
of the provisions of this Deed of Trust even’if @ provision of this Deed of Trust may be found to be invalid or
unenforceable.

Successors and Assigns. Subject to any ||m|tatiqns stated in this Deed of Trust on transfer of Grantor's interest, this
Deed of Trust shall be binding upon and inure 1o the benefit of the parties, their successors and assigns. If ownership of
the Property becomes vested in a person other thah Grantor, Lerider,.without notice to Grantor, may deal with Grantor's
successors with reference to this Deed of Trust and the Indebtednéss by way of forbearance or extension without
releasing Grantor from the obligations of this Deed of Trust.or Irabmty under the Indebtedness.

Time is of the Essence. Time is of the essence in the perrermance oT thls Deed of Trust,

Walve Jury. All parties to this Deed of Trust hereby wawe the right to any jury trial in any action, proceeding, or
counterclaim brought by any party against any other party.

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

DEFINITIONS. The following words shall have the following meanings when used in ‘this Desd of Trust:
Beneficiary. The word "Beneficiary” means Horizon Bank, and its successors end aSS|gns

Borrower. The word "Borrower* means James A Daut and Sheila R Dailt , and all- other persons and entities signing
the Note. i

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 retating to the Personal Frdpeny and Rents.

Environmental Laws. The words "Environmental Laws" mean any and all state federal and focal statutes, regulations
and ordinances relating to the protection of human health or the environmigft, including without limitation the
Comprehensive Environmental Response, Compensation, and Liability Act of 1980; ag-"'amended; 42 U.5.C. Section
8601, et seq. {"CERCLA", the Superfund Amendments and Reauthorization Act of 1986, Pub. & Ne. 99-433 {"SARA",
the Hazardous Materials Transportation Act, 48 U.S.C. Section 1801, et seq., the Réscurce Congervation and Recovery
Act, 42 U.8.C. Section 6901, et seq., or other applicable state or federal laws, rules, or regulatlons adopted pursuant
thereto.

Event of Defauit. The words "Event of Default" mean any of the events of default set forth Ln thls Deed of Trust in the
events of default section of this Deed of Trust,

Existing Indebtedness. The words "Existing Indebtedness” mean the indebtedness descrlbed in Ihe Emstmg Liens
provision of this Deed of Trust.

Grantor. The word "Grantor'” means James A Daut and Sheila R Daut .

Guaranty, The word "Guaranty” means the guaranty from guarantor, endorser, surety, or accommddation party (e]
Lender, including without limitation a guaranty of all or part of the Note.

Hazardous Substances. The words "Hazardous Substances" mean materials that, because df thelr :quantnty,r-“
concentration or physical, chemical or infectious characteristics, may cause or pose a present or potential hazard, tci E
human health or the environment when improperly used, treated, stored, disposed of, generated, manufacturec! :
transported or otherwise handled. The words "Hazardous Substances" are used In thelr very broadest-sens® and
include without limitation any and all hazardous or toxic substances, materials or waste as defined by or listed uhder'tha |

Environmental Laws. The term "Hazardous Substances" als¢ includes, without limitation, petroleum and pelroleum

by-products or any fraction thereof and asbestos.

Improvements. The word "Improvements” means all existing and future improvements, buildings, structures, mdblle
homes affixed on the Real Property, facilities, additions, replacements and other construction on the Real Property.

Indebtedness. The word “Indebtedness” means all principal, interest, and other amounts, costs and expenses navahle :
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; 'under the Note or Related Documents, together with all renewals of, extensions of, modifications of, consclidations of
& -dnd-$ubstitutions for the Note or Related Documents and any amounts expended or advanced by Lender to discharge
¥ (fantor'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.

Lender The word *Lender’ means Horizon Bank, ils successors and assigns. The words "successors or assigns” mean
any person or company that acquires any interest in the Note.

Note. The word "Note" means the promissory note dated January 10, 2002, in the original principal amount
of $40;000.00 from Grantor to Lender, togather with all renewals of, extensions of, modifications of, refinancings of,
consolldatlons of, and substitutions for the promissory note or agreement. The maturity date of this Deed of Trust is
January 10 2116 s

Personal Pmperty The words "Personal Property” mean all eqmpment fixtures, and cother articles of personal property
now or Fereafter owned by Grantor, and now or hereafter attached or affixed to the Real Property; together with all
accessions, parts,”and-additions to, all replacements of, and all substitutions for, any of such property; and together with
all issues and profits:theréon and proceeds (including without limitation afl insurance proceeds and refunds of premiums)
trom any sale or pther. dlSposrtrcm of the Property.

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

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

Related Documents. . The words "Helated Documents” mean all promissory notes, credit agreements, loan agreements,
environmental agresments, guarantiés, security agreemsnts, morigages, deeds of trust, security deeds, collateral
mortgages, and all other instruments, ‘agreements and documents, whether now or hereafter existing, executed in
connection with the Indebtedness.

Rents. The word “Rents® méans aII present and future rents, revenues, income, issues, royalties, profits, and other
benefits derived from the Property

Trustee. The word "Trustee" means Westward Financial Services Inc, whose mailing address is 1500 Comwall Avenue,
Bellingham, WA 98225 and any substrtute or sugcessor frustees.

EACH GRANTOR ACKNOWLEDGES HAVING HEAD ALL THE PROVISIONS OF THIS DEED OF TRUST, AND EACH
GRANTOR AGREES TO ITS TEAMS. :

GRANTOR:

Uslpn
STATE OF ) . (o]
. )88 %o?’\\ 7SMaER & (;\
a)( _}_ A Y S
COUNTY OF QOI J Yo L e, OF waeey
""muum“‘

On this day before me, the undersigned Notary Public, personally appeared James' A Daut and Shella R Daut , husband
and wife, personally known to me or proved to me on the basis of satistactory evidénce to be the individuals descrlbed in
and who exscuted the Deed of Trust, and acknowledged that they signed the Deed of Trust as therr free and voluntary act
and deed, for the uses and purposes therein mentioned. / _ I

Given under my hand and official seal this day of

By ’ Residing at

Notary Publlc in and for the State of | ) (42, M?LU)/\ My commisslon exptres ‘? 7 SO,

REQUEST FOR FULL RECONVEYANCE

To: , Trustee

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, to reconvey without warranty, to the persons entitled thereto, the nght, title: and
interest now heid by you under the Deed of Trust. ;

Date; Beneficiary:
By:
Its:

LASER FRO Lending. Ver. £ 18 20.05 Copr. Harand Flnancinl Sohtiona. Inc. 1997, 2002, Al Rights Reserved. - WA PAGFIWIMCFRLPLAGD! FC TR-2082 PR3
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. Schedule "A-1" P-99835-S
- “DESCRIPTION:
- pancar war.

/Lot 1, Short Plat No. 54-88, approved November 28, 1988 and
" recorded December 2, 1988 in Volume 8 of Short Plats, page 92,
“under- Auditor's File No. 8812020005, records of Skagit County,

Washington; being a portion of the North % of the Northwest Y of
%the Southwest ¥ of Section 16, Township 33 North, Range 4 East,

WM

Sltuate 1n the County of Skagit, State of Washington.

PARCEL rrBu ;-: L 'g

That portlon of ‘Lot 4 of Skagit County Short Plat No. 54-88,
approved November 30, 1988 and recorded December 2, 1988 in Book
8 of Short Plats, page 92, under Auditor's File No. 8812020005;
being a portlon.of the Northwest X of the Southwest Y of Sectlon
16, Township 33 North Range 4 East, W.M., described as follows:

Beginning at the Southeast corner of Lot 1 of said Short Plat
No. 54-88;

thence North 88°12'40" West 82.82 feet along the South line of
said Lot 1 to the Southwest corner of said Lot 1, said point
being the true p01nt of. beginning;

thence North 1°56'36" East 112 06 feet along the line of said
Lot 1;

thence North 88°12'40" West 50 00 feet along the South line of
said Lot 1;

thence South 1°56'36" West 112,06 feet parallel with the East
line of said Lot 1 to a point bearing North 88°12'40" West from
the point of beginning; - - “

thence North 88°12'40" East 50.00. feet to the true point of
beginning. AT

Situate in the County of Skagit, State of Washington.

W MR
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