RETURN ADDRESS:

R L rna

S -g:zl,lér;gg:r& WA skagit County Auditor -
| ar22r2002 Page 1 of 8 T T

island T‘PH'C Co
AZI4437 CONSTRUCTION DEED OF TRUST

DATE: April 19, 2002: S

Reference # (if applicable) 0750001 197 Additional on page
Grantor(s):
1. Cline Constructlon and lemgn LLC

Grantee(s)
1. Horizon Bank
2. Westward Financial Serwceslnc Trustee

Legal Description: Lt 6, Marine Heights Additional on page 2
Assessor's Tax Parcel ID#: 4695- 000—006—0000

THIS DEED OF TRUST is dated April 19,°2002, among Cline Construction and Design LLC; A
Washington Limited Liability Company ("Grantor"); Horizon Bank, whose mailing address is
Cornwall Office, 1500 Cornwall/PO Box 580, Belllngham, WA 98227-0580 (referred to below
sometimes as "Lender" and sometimes as "Beneficiary”); and Westward Financial Services
Inc, whose mailing address is 1500 Cornwall Avenue, Belllngham, WA 98225 (referred to
below as "Trustee"). L
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DEED OF TRUST
* Loan No: 0750001197 (Continued) - Page 2

..: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, tifle, and interest in and to the
- following described real property, together with all existing or subsequantly erected or affixed buildings, improvements and
fixtures;-all easements, rights of way, and appurlenances; all water, water rights and ditch rights (including stock in utilities
with' difch or irrigation rights); and all other rights, royalties, and profits relating to the real pro erty, including without limitation
all minerals, oil, gas, geothermal and similar matters, (the “Real Property") located in Skagit County, State

of W_ashxngtonf_:-

Lot 6, 'I_T-!Ia't'__ df.‘Marine Heights, according to the plat thereof, recorded in Volume 16 of
plats, pages 173 through 175, records of Skagit County, Washington; Situated in Skagit
County, Washington.

The Real Property or_its address is commonly known as 4309 Marine Heights Way,
Anacortes, WA . 93221 The Real Property tax identification number is 4695-000-006-0000

Grantor hereby assigns as securlty to:Lender, all of Grantor’s right, tile, and interest in and to all leases, Rents, and profits of
the Property. This assignmant is recarded in accordance with RCW 65.08.070; the lien created by this assignment is intended
to be specific, perfected and ¢hoale upon the recording of this Deed of Trust. Lender grants to Grantor & license to collect
the Rents and profits, which. ||oenSe may- be revoked at Lender’s option and shall be automatically revoked upon acceleration
of all or part of the Indebtednass

THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS
AND PERSONAL PROPERTY, IS GIVEN TO SECURE (A) PAYMENT OF THE INDEBTEDNESS AND (B8
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. - Excepl ‘as’ otherwise provided in this Deed of Trust, Grantor shall pay to Lender all
amounts secured by this Dead of Trust as they become due, and shall strictly and in a timely manner perform all of Grantor's
abligations under the Nots, this Deed of Trust, and the Related Documents.

POSSESSION AND MAINTENANCE OF THE PROPERTY. Grantor agrees that Grantor’s possession and use of the Property
shall be governed by the following provisions:. *,

Possession and Use. Until the occurrenoe of an Event-of Default, Grantor may (1) remain in possession and control of
the Property; (2) use, operate or manage. the Properiy. and (3) collect the Rents from the Properly (this privilsge is a
license from Lender to Grantor automalicaity ‘ravoked.Upon default). The following provisions relate to the use of the
Property or to other limitations on the Propérty. Tha Feal Property is nol used principally for agricultural purposes.

Duty to Maintain. Grantor shall maintain” tha Property in tenantable condition and promptly perform all regairs,
replacements, and mainlenance 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,-perieration, manufacture, siorage, treatment, disposal,
release or threatened release of any Hazardous Subslance by any person on, under, about or from the Property; (2)
Grantor has no knowledge of, or reason to believe that thére has been, excepl 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, disposaf, release or threatened 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 threalensd litigation or
claims of any kind by any person relating to such matters; and (3) . Exgept'ds previously disclosed to and acknowledged
by Lender in writing, (&) neither Grantor nor any tenant, contractor, aAgent-orother authorized user of the Property shall
use, generate, manufacture, store, treat, dispose of or release anyHazardous Substance on, under, about or from the
Property; and (b) any such activity shall be conducted in compliance with all applicable federal, state, and local laws,
regulations and ordinances, including without limitation all Enviorimental [aws. Grantor authorizes Lender and its
agents to enter upon the Property to make such inspections and tests, at Grantor's expense, as Lender may deem
appropriate o determine compliance of the Properly with this section ‘of the 'Deed-of Trust. Any inspections or tests
mada by Lender shall be for Lender’s purposes only and shall not be constriied to create any responsibility or liability on
the part of Lender to Grantor or to any other persan. The representalions and warranties contained herein are based on
Grantor's due diligence in investigating the Property for Hazardous Substances. Grantor hereby (1) releases and
waives any future claims against Lender for indemnity or contribution in the:event Grantor;becomes liable for cleanup or
other costs under any such laws; and (2) agrees lo indemnify and hold harmiess Lender-against any and all claims,
losses, liabilities, damages, penalties, and expenses which Lender may directy or. |nd|rectly sustain or suffer resulting
from & breach of this section of the Deed of Trust or as a consequence of any-usé, generahon manufacture, storage,
disposal, release or lhreatened 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. The provisions of this section of the Deed of Trust, including the
obligation to indemnify, shall survive the payment of the Indabtedness and the satisfaction and reconveyance of the lien
of this Deed of Trust and shali not be affected by Lender's acquisition of any anteres{ m the Properly whether by
foreclosure or otherwise.

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance nor commit, pern:ul, qr.-:su!ter any stripping of
or waste on or to the Property or any portion of the Property. Withoul limiting the generality.of the forégoing; Grantor will
not remove, or grant to any other party the right to remove, any timber, minerals (|ncludmg oil and gas). coal clay,
scoria, soil, gravel or rock products without Lender's prior written consent.

Removal of Improvements. Grantor shall not demolish or remove any improvements from theg Real Pmpedy wnthout
Lender’s prior written consent. As a 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 lsast edual value. ; "

Lender’s Right 1o Enter. Lender and Lender's agents and represantatives may enter upon the Real. Property at all
reasonable times to attend to Lender's interests and to inspect the Real Property for purposes of Grantor's comphance.-. :
with the terms and conditions of this Deed of Trust. E

Compliance with Governmental Requirements. Grantor shall promptly comply, and shall promplly cause comphance

by all agents, tenants or other persons or entities of every nalure whatsoever who rent, lease or otherwise use oroceupy: -
the Property in any manner, with all laws, ordinances, and regulations, now or hereafter in effecl, of all governmentai .~
authorities applicable to the use or occupancy of the Property, including without limitation, the Americans With Dlsabllrhes S
Act. Grantor may contest in good faith any such law, ordinance, or regulation and withhold compllance during’ any -
procseding, including appropriate appeals, so long as Grantor has notified Lender in writing prior to doing so and se”
long as, in Lender's sole opinion, Lender's interests in the Property are net jeopardized. Lender may require Grantor'to

post adequate security or a surety bond, reasonably satisfactory to Lander, to protect Lender's interest.
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DEED OF TRUST
" Loan No: 0750001197 (Continued) Page 3

£ Du[ylo Proteci. Grantor agrees neither to abandon or leave unattended the Property. Grantor shall do alt other acts, in
¢ ;" addition to those acts set forth above in this section, which from the character and use of the Property are reascnably
. heoessa'ry'io protect and preserve the Property,

Construction Loan. If some or all of the proceeds of the loan creating the Indebledness are 1o he used to construct or
;complete construction of any Improvements on the Properly, the Improvements shall be completed no later than the
‘miaturity date of the Note {or such earier date as Lender may reasonably establish) and Grantor shall pay in full all costs
and experises in connection with the work. Lender will disburse loan proceeds under such terms and conditions as
Lender-ay deem reasonably necessary to insure that the intarest created by this Deed of Trust shall have priority over
all’‘possible liens,-including those of material suppliers and workmen. Lender may require, among other things, that
disbursement réquests be supported by receipted bills, expense affidavits, waivers of liens, construction progress
reports,. and such o!her documentiation as Lender may reasonably request.

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

Payment. Grantor shall pasy when due (and in all events prior lo delinquency) all taxes, special taxes, assessments,
charges (including water and:sewer), fines and |mp05|t|ons levied against or on account of the Property, and shall pay
when due all claims’for, work :done on or for sarvices rendersd or material furnished to the Property. Grantor shall
maintain the Property ‘frei of all-liens having priority over or equal to the interest of Lender under this Deed of Trust,
except for the lien of taxes and assessments not due and except as otherwise provided in this Deed of Trust.

Right to Contest. Grantor may withhold payment of any tax, assessment, or claim in conneciion with a good 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 noApayment, Granior shall within fifteen (15) days ater the lien arises or, if a lien is filed, within fifteen
(15} days after Grantor has‘ngtice of the filing, secure the discharge of the tien, or if requested by Lender, deposit with
Lender cash or a sufficient corporate: surely bond or other security satisfactory to Lender in an amount sufficisnt to
discharge the lien plus any costs and-attorneys' faes, or other charges that could accrue as a result of a foreclosure or
sale under the lien. In any contsst, Grantor'shall defend itself and Lender and shall satisfy any adverse judgment before
enforcement against the Property Granlor shall name Lender as an addilicnal obligee under any surety bond furnished
in the contest proceedings. ‘ A

Evidence of Paymeni. Grantor shall upon demand furnish to Lender satistactory evidence of payment of the taxes or
assessments and shall authorize the appropriate governmental official to deliver to Lender at any time a written statement
of the taxes and assessments againstthe Proparty.”

Notice of Construction. Grantor shall notify Lender at least fiffeen (15) days before any work Is commenced, any
services ara furnished, or any materials are.supplied lo"the Property, if any mechanic’s lien, materialmen’s lien, or other
lien could be asserted on account of the work, services, or materials. Grantor will upon request of Lender furnish to
Lender advance assurances salisfactory to'Lender: that Grantor can and will pay the cost of such improvemeants.

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

Mainienance of Insurance. Granlor shall procune and maintain policies of fire insurance with slandard extended
coverage endorsaments on a fair value basis for thefull insurable-value covering all Improvements on the Real Property
in an amount sufficient to avoid application of any coinsurance clause, and with a standard morigagee clause in favor of
Lender. Grantor shall also procure and maintain comprehensive-genaral liability insurance in such coverage amounts as
Lender may request with Trustee and Lender being namead_ as additional insureds in such liability insurance policies.
Additionally, Grantor shall maintain such other insurancs, lncludlng but not imited to hazard, business interruption, and
boiler insurance, as Lender may reasonably require. Palicies shall'be written in form, amounts, coverages and basis
reasonably acceptable to Lender and issued by a company or-companies.reasonably acceptable to Lender. Grantor,
upon request of Lender, will deliver to Lender from time-to fime the policies or cerlificates of insurance in form
satisfactory to Lender, including stipulations that coverages will nol be_cancelled or diminished without at least ten (10)
days pricr written notice to Lender. Each insurance policy also shali include an endorsement providing that coverage in
favor of Lender will not be impaired in any way by any act, omission or default of Grantor or any other person. Should
the Real Property be located in an area designated by the Director: of the Federal Emergency Management Agency as a
special flood hazard area, Grantor agrees to obtain and maintain Federal:Fiood Insurance, if available, within 45 days
after notice is given by Lender that the Property is located in a special llood hazédrd area, for the full unpaid principal
balance of the loan and any prior liens on the property securing the loan, up to the maximum policy limits set under the
National Flood Insurance Program, or as otherwise required by Lender, and’ to maintain such insurance for the term of
the loan.

Application of Proceeds. Grantor shall promptly notity Lender of any Ioss or damage to.the Property. Lender may
make proof of loss if Grantor fails fo do so within fifteen (15) days of the casuailly. Whether gr not Lander’s securily is
impaired, Lender may, at Lender’s election, receive and retain the proceeds of any-insyrance and apply the proceeds to
the reduction of the Indebtedness, payment of any lien affecting the Property, or-the- restorahon and rgpair of the
Property. If Lender elects lo apply the proceeds to restoration and repair, Grantor shall fepair or réplace the damaged or
desiroyed Improvements in a manner salisfactory to Lender. Lender shall, upon salisfactory proo! of such expenditure,
pay or reimburse Grantor from the proceeds for the reasonable cost of repair or restoration if Grantér is not in default
under this Deed of Trusl. Any proceeds which have not been disbursed wilhin 180 ‘days after their receipt and which
Lender has not committed to the repair or restoration of the Property shall ba used first to pay any amount owing to
Lender under this Deed of Trust, then to pay accrued interest, and the remainder, if any, shallbe-applied to the principal
balance of the Indebtedness. If Lender holds any proceeds after payment in full of the Indeblednass, such proceeds
shall be paid without interest to Grantor as Grantor's interests may appear.

Grantor’s Report on Insurance. Upon request of Lender, however not more than once a year, Grantor shall furnish to
Lender a report on each existing policy of insurance showing: (1) the name of the insurer; (2) the risks insured; (3)
the amount of the policy; {4} the property insured, the then current replacement valus of such property, and the manner
of determining that value; and (5) the expiration date of the policy. Grantor shall, upon request of Lender, have an
independent appraiser satisfactory to Lender determine the cash value replacement cost of the Propedy :

LENDER’S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lendets Jnterest in the™:
Property or if Grantor fails to comply with any pravision of this Deed of Trust or any Related Documents, ingluding but.fiot -
limited to Grantor’s failure to discharge or pay when due any amounts Grantor is required to discharge or pay under this-Deed -
of Trust or any Related Documents, Lender on Granlor's behalf may (but shall not be cbligated to) take any action that Lerder:

deems appropriate, including but not limited to discharging or paying all taxes, liens, securily interests, encumbrances and .~
other claims, at any fime 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 al the rate charged -

under the Note from the date incurred or paid by Lender to the date of repayment by Grantor. All such expenses will become™
a parl of the Indebtedness and, at Lender's option, will (A} be payable on demand; {B) be added to the balance of the
Note and be apportioned amang and be payable with any installment payments to become due during gither (1) the termof .
any applicable insurance palicy; or (2) the remaining t~-m ~f the Note; or (C) be treated as a balloon payment which will be

U
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DEED OF TRUST
;___.__o*ér__l_ No: 0750001197 (Continued) Page 4

due and payable at the Note's maturity. The Deed of Trust also will secure payment of these amounts. Such right shall be in
‘addltron to all other rights and remedies to which Lender may be entlled upon Default.

E"WAF!RANTY' DEFENSE OF TITLE. The following provisions relating to ownership of the Property are a part of this Deed of
l-.TrusI ) .

. Tlile Grantor warrants that: (a) Grantor holds good and marketable titla of record to the Property in fea simple, free

:and clear of all lisns and encumbrances other than those set forth in the Real Property description or In any title
- insurance-poliey, tile report, or final il opinion issued in favor of, and accepled by, Lender in 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 will forever defand the title to
the Proparty agamst the Tawful claims of all persons. In the event any action or proceeding is commenced that questions
Grantor's titlé.or. the’ mterest of Trustee or Lender under this Deed of Trust, Grantor shall defend the action at Grantor's
expense.”” Granter may:be the nominal parly in such proceeding, but Lender shall be entifled to parficipate in the
proceeding and:fo be represented in the proceeding by counsel of Lender's own choics, and Grantor will deliver, or
cause to be delivered, to Lender such Instruments as Lender may request from time to time to permit such participation.

Compliance WIth Laws. Grantor warrants that the Property and Grantor's use of the Property complies with all exisling
applicable EaWS. ordmances, and regulations of governmental authorities.

Survival of Rapreaenlallons and Warranties. All representations, warranties, and agreaments made by Grantor In this
Dead of Trust shall survive the execution and delivery of this Dead of Trust, shall be continuing in nature, and shall
remain in full force and.effect until such fime as Grantor's Indebtedness shali be paid in full.

CONDEMNATION. The fd:ilow'i:ng"ﬁrnviﬁiong relating to condemnation proceedings are a part of this Deed of Trust:

Proceedings. If any prooeedmg in condemnation is filad, Grantor shall promptly nofity Lender in writing, and Grantor
shall promplly take such steps as may be necessary to defend the action and obfain the award. Grantor may be the
nominal party in such proceading, but Lender shall be entitied to participats in the proceeding and to be represented in
the proceeding by counssl of its own choice 2l al Grantor's expense, and Granter will deliver or cause to be delivered to
Lender such instruments and-: documentatlon as may be requestad by Lender from time to time to permit such
participation.

Application of Net Proceeds. |f aII or any parf of the Property is condemned by eminent domain proceedings er by any
proceading or purchase in lieu of condemnation, Lender may at its slection require that all or any portion of the net
proceeds of the award be applied 16.the- Indebledness or the repair or restoration of the Property. The net proceeds of
the award shall mean the award after payment ofall reasonable costs, expenses, and atterneys’ fees incurred by Trustee
or Lender in connection with the condemnation.

IMPOSITION OF TAXES, FEES AND CHAHGES BY GOVERNMENTAL AUTHORITIES. The following provisions relating to
governmental taxes, fess and charges are a part‘of thls Deed of Trust:

Current Taxes, Fees and Charges. Upon request by Lender, Grantor shall execute such documents in addition 1o this
Deed of Trust and take whalever other action is requested by Lender to perfect and continue Lender’s lien on the Real
Property. Grantor shall reimburse Lender for all taxes, as described below, together with ali expenses incurred in
recording, perfecting or continuing this Deed of Trust, including.without limitation all taxes, fees, documentary stamps,
and other charges for recording or registering this Deed of Trust. :

Taxes. The following shall constitute taxes to which this sechon applles (1) a specific tax upon this lype of Deed of
Trust or upon all or any part of the Indebtedness secured.By this Deed of Trust; (2) a specific lax on Grantor which
Grantor is authorized or requirad to deduct from paymenis'on the Indebtedness secured by this type of Desd of Trust;
(3) atax on this type of Deed of Trust chargeable against the'Lender or the holder of the Note; and (4) a specific tax on
all or any portion of the indebtedness or on payments of principal and mterest made by Grantor

Subsequent Taxes. If any tax to which this seclion apphes is enacted subsequent to the date of this Deed of Trust, this
event shall have the same effect as an Event of Default, and Lender may exercise any or all of 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 secllon and dapos:ts with Lender cash or a sufficient
corporate surety bond or other security salisfactory to Lender, ;

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provrsmns ralalmg to thls Deed of Trust as a security
agreement are a part of !hrs Deed of Trust:

Securlty Agreement. This instrument shall constilute a Security Agreement to the extenl any of the Property constitutes
fixtures, and Lender shall have alf of the r|ghts of a secured party under the Umform Commarclal Code as amended from
time to time. ’

Security interest. Upon request by Lender, Grantor shall exacute financing statements and take whataver other aclion
is requested by Lender to perfect and continue Lender’s sacurity interest in the Rents.and Personal.Property. In addition
lo recording this Deed of Trust in the real property records, Lender may, at any time and without further authorization
from Grantor, file executed counterparts, copies or reproductions of this Deed of Trust as a financing statement. Grantor
shall reimburse Lender for all expenses incurred in perfecting or continuing this secuirily-interest.” Upon. default, Grantor
shall not remave, sever or detach the Personal Property from the Property. Upon default, Grantcr shall assemble any
Personal Property not affixed to the Property in a manner and at a place reasonably convenlent to-Grantor and Lender
and make it available to Lender within three (3) days after receipt of written demand from Lender to the extenl permitted
by applicable law.

Addresses. The mailing addresses of Grantor {debtor) and Lender (secured party) from whlch mformahon concernmg
the security interest granted by this Deed of Trust may be obtained {each as required by the Umform Comrnercial Code)
are as stated on the first page of this Deed of Trust.

FURTHER ASSURANCES; ATTORNEY~IN-FACT. The following provisions relating to further’ a_ssurances: 'a_nd
attorney-in-fact are & part of this Deed of Trust: .

Further Assurances. At any time, and from time fo time, upon request of Lender, Grantor will make. execu!e and.-..
deliver, or will cause to ba mads, executed or delivered, to Lender or to Lender’s designee, and when requested by
Lender, cause 1o be filed, recorded, reflled, or rerecorded, as the case may be, al such times and in such-offices-and
places as Lender may deem approprigte, any and all such morlgages, deeds of trust, security deeds, secunty;
agreaments, financing statements, continuation statements, instruments of further assurance, certificates, .and-other .
documents as may, In the scle opinicn of Lender, be necessary or desirable in order to effectuate, complete, pariéct, .-
continue, or preserve (1) Grantor's obligations under the Note, this Deed of Trust, and the Related Documents, and’ (2}
tha liens and sacurity interests created by this Deed of Trust as first and prior liens on the Property, whether now owned.
or hereafter acquired by Grantor. Unless prohibiled by law or Lender agrees to the contrary in writing, Grantor.shall
reimburse Lender for all costs and expenses incurred in connection with the matters referrad to in this paragraph. -
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DEED OF TRUST
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¢ ¢ Aftorney~in-Fact. If 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

-4s Grantor's attorney—in—fact for the purpose of making, executlng delivering, filing, recording, and doing all other things

* ag 'may be_necessary or desirable, in Lender’s scle opinion, to accomplish the matlers referred to in the preceding
paragraph

FULL PERFORMANCE. If Grantor pays all the Indebledness when dus, 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 shall
execule and-deliver 16 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 fee shall be paid by Grantor, if permitted by
applicable faw. . The: grantee in any reconveyance may be described as the "person or persens legally entitled thereto®, and
the recitals in. fhe reconveyanoe of any matters or facts shall be conclusive proof of the iruthfulness of any such matters or
tacts,

EVENTS OF DEFAULT. Each of the following, at Lender's oplion, shall constitule an Event of Default under this Deed of
Trust:

Payment Del'auii Gran!or falls to make any payment when due under the Indebledness.

Other Defautts: Grantor falls 1o comply with or to perform any other term, obligation, covenant or condition contained in
this Dead of Trust or in any of the Related Documents or to comply with or to perform any term, obligation, covenant or
condition contained in any other agreement betwsen Lender and Grantor.

Compliance Default. .Failurs_lo comply with any other term, obligation, covenant or condition contained in this Deed of
Trust, the Note or in any of; Ihe Related. Documents. If such a failure is curable and if Grantor has nol been given a
nolice 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 Fave occuirred) if Grantor, after Lender sends written nofice demanding cure of such failure:
(a) curas the failure within fifteen (15) ddys;.or (b} if the cure requires more than fiteen (15) days, immediately initiates
steps sufficient to cure the failure-and thersafter continues and compleles all reasonable and necessary steps sufficient
fo produce compliance as seon as. reasonably practical.

Default on Other Payments. Fa||ure of Grantor within the time required by this Deed of Trust to make any payment for
taxes or insurance, or any gther payment naqessar\] to prevent fiing of or 1o effect discharge of any lien.

False Statements. Any warranty, rapresentatmn or statement made or furnishad to Lender by Grantor or on Grantor’s
behalf under this Deed of Trust or the Related Documents is false or misieading in any material respect, either now or at
the time made or furnished or becomes false or misleading at any ime thereafter.

Defective Collateralization. This Deed of Trust or aﬁy of the Related Documents ceases to be in full force and effect
{(including failure of any collateral ddcumenl to create a valid and perfected security interest or lien) at any time and for
any reason.

Dealh or Insolvency. The dissolution of Grantor's (regardless of whether election to continue is made), any member
withdraws from the limited liability company, or'ary other fermination of Grantor's existence as a going business or the
death of any member, the insolvency of Grantor; the appointment.of a receiver for any part of Grantor's property, any

assignment for the benefit of creditors, any type of creditor workout or the commencement of any proceeding under any
bankruptcy or insolvency laws by or against Grantor.

Creditor or Forfeiture Proceedlngs Commencement of foreclosure or forfeiture proceedings, whether by judicial
procesding, self-help, repassession or any other methgd, by any creditor of Grantor or by any governmental agency
against any property securing the Indebtedness. This includes a garnishment of any of Grantor's accounts, including
deposit accounts, with Lender. However, this Event of Default-shdll 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 creditar or forfeiture procesding and if Grantar
gives Lander written notice of the creditor or forfeiture proceeding and depos1ts with Lender monies or a surety bond for
the creditor or forfeiture proceeding, in an amount delermined by Lender in |ts sole discretion, as being an adequate
reserve or bond for the dispute.

Breach of Other Agreement. Any breach by Grantor under the 'terms of. any 'other agreement betwsen Grantor and
Lender that is not remedied within any grace peried provided thersin, inciuding-without limitation any agreement
concerning any indebtedness or other obligation of Grantor to Lender, whether emstmg new or later.

Events Affecting Guarantor. Any of the preceding events occurs with respect to any g_uarantor. endorser, surety, or
accommodation party of any of the Indebtedness or any guarantor, andorser; 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 t&, permit the guarantors ostate to assume
unconditionally the obligations arising under the guaranty in a manner sahsfactory to Lender 4and, in deing sp, cure any
Event of Default.

Adverse Change. A material adverse change occurs in Grantor's financial condmon, or Lender belreves the prospect of
paymant or performance of the Indebtednass is impaired.

Right to Cure. !f such a failure is curabie and if Grantor has not been given a notlce 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 Grantor, after Lender sends written notice demanding cure of such failure: (a) cures the failure within fifteen
(15) days; or (b) if the cure requires more than fifteen (15) days, immediately initiates steps-Sufficiént to cure the failure
and thereafter continues and completes all reasonable and necessary steps sufficient to produce compltance as soon as
reasonably practical.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under this Dead of Trust al any hme thereaﬁer,
Trustee or Lender may exarcise any one or mare of the following rights and ramedies:

Election of Remedies. Election by Lender to pursue any ramedy shall not exclude pursuit of any other remedy, and -an
election to make expenditures or to take action to perform an obligation of Grantor under this Degd. of Trusl affer
Grantor’s failure to perform, shall not affect Lender’s right to declare & default and exercise its remedies.:. - : .

Accelerate Indebtedness. Lender shall have the right al its option to daclare the enlire Indebledness :mmedlately due “251
and payable, including any prepayment penalty which Grantor would ba required to pay. :

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have the right to exercise |ts powar of-‘k

sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by judicial foreciosure, in elther E

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

UCC Remedies. With respect to all or any parl of the Personal Property, Lender shall have all the rights and remedies of“"m
a secured parly under the Unitorm Commercial Code.

Collect Renis, Lender shall have the right, without notice to Granlor to take possession of and manage the Properly
and collect the Rents, including amounts past due and unpaid, and apply the net proceeds, over and above Lendar's <*
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© 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 Rents are coflected by Lender, then Grantor irravocably
i designates Lender as Granlor's attorney-in-fact fo endorse Instruments received in payment thereof In the name of
-~ Grantor ang to negotiate the same and collect the proceeds. Payments by tenants or other users to Lender in response
Yo Lender's ‘demand shall satisfy the obligations for which the payments are made, whether or not any proper grounds
:;forl?e demand existed. Lender may exercise its rights under this subparagraph either in person, by agent, or through a

¢ receiver.

*Appoini-Receiver. Lender shall have the right to have & racsiver appointed to lake possession of all or any part of the
“Property, with the power to protect and preserve the Property, to operate the Property preceding or pending foreclosure
o 'sale;and 19 collect the Rents from the Property and apply the proceeds, over and above the cost of the receivership,
against the' Indebtedness. The receiver may serve without bond if permitted by law. Lender's right to the appointment
of a reeeiver-shall exist whether or not the apparent value of the Properly exceeds the Indebtedness by a substantial
amourit,.-Employment by Lender shall not disqualify a psrson from serving as a receiver.

Tenancy at Sufferance,. If.Grantor remains in possession of the Property after the Property is sold as provided above or
Lender otherwisa'becomes enlitled to possession of the Property upon default of Grantor, Grantor shall become a
tenant at sufferance of Lender or the purchaser of the Properly and shall, at Lender's option, either (1) pay a
reasonable rental for thé.use'of the Property, or (2) vacate the Property Immediately upon the demand of Lender.

(b)lt:er Remedies. Trustes ar Lé_ﬁ'dar shall have any other right or remedy provided in this Deed of Trust or the Note or
¥ law. o

Notice of Sale. Lender shall.give Grantor reasanable notice of the time and place of any public sale of the Personal
Property or of the time afler Which-any private sale or other intanded disposition of the Personal Property is fo be made.
Reasonable nofice shall mean natice given at least ten (10) days before the time of the sale or disposition. Any sale of
Personal Property may be:made in conjunction with any sale of the Real Property.

Sale of the Property. To:the axtent permitied by applicable law, Grantor hereby waives any and all rights to have the
Property marshalled. in exerciging 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 entifled to bid at any public sale en all
or any portion of tha Proparty. S

Attorneys’ Fees; Expenses. [f Lender institites any sult or action 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 irial and upon
any appeal. Whether or not any court actioh is involved, and to the extent not prohibited by law, all reasonable
expenses Lender incurs that in Lender's. opinion are necessary at any time for the prolection of its interest or the
enforcement of its rights shall become a part of the Indabtedness 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 aftorneys’ fees and Lender's legal expenses, whether or not
there is a lawsuit, including attorneys’ fees and expenses for bankruptcy proceedings (Including efforts to modify or
vacale any automatic slay or injunction), appeals, and any anticipated post-judgment collection services, the cost of
searching rocords, obtaining e reports (including foreclosure reports), surveyors’ reports, and appraisal fees, titte
insurance, and fees for the Trustee, to the extent permitted by appficable law. Grantor also will pay any court costs, in
addition to all cther sums provided by law. T o

Rights of Trustee. Trustss shall have all of the rights and d_uli‘eé.of:!_:épder as set forth in this section.

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

Powers of Truslee. In addition to all powers of Trustee arising as a rhatter of law, Trustee shall have the power to take
the following actions with respect to the Proparty upon the ‘written request of-Lender and Grantor: (a) join In preparing
and filing a map or plat of the Real Property, including the dedication of-streets. or other rights to the public; (b) join in
granling any easement or creating any restriction on the Real Properly; and “{c) join in any subordination or other
agreement affecting this Deéed of Trust or the interest of Lender underthis Deed of Trust.

Obligations fo Notify. Trustee shall not be obligated to notify any other parly éf & pending sale under any other trust
deed or lien, or of any action or proceeding in which Grantor, Lendst, or Trusteg shall be a party, unless required by

applicable law, or unless the action or proceeding is brought by Trustes., ..+

Trustee. Trustes shall meet all qualifications required for Trustee under applicable law.: In addition to the rights and
remedies set forth above, with respect to all or any part of the Property, the Trustee shall thave the right to foreclose by
nofice and sale, and Lender shall have the right to foraclose by judicial foreclosure, in either case in accordance with and
to the full extent provided by applicable law. ' E

Successor Trustee. Lender, at Lender's option, may from lime to time appoint.a successor Trustee to any Trustee
appointed under this Deed of Trust by an instrument executed and acknowledged by. Lender and recorded in the 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, Trustes, and Grantor, the baok and page or the Auditor’s File
Number where this Deed of Trust is recorded, and the name and address of the successor-trusiee, and the instrument
shall be executed and acknowledged by Lender or its successors in interest. The suceessor rustee; without conveyance
of the Propsrty, 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 substifution of Trustee shall govern to the exclusion of all other provisions for
substitution. A8 T

NOTICES. Subject to applicable law, and excep! for nofice required or allowed by law to be given:in-another manner, any
notice required to be given under this Deed of Trust, including without imitation any nofice of defadlt and-any notice. of sale
shall be given in writing, and shall be effective when actually defivered, when actually received by lelefadsimile {(unless
otherwise required by law), when deposited with a nationally recognized overnight courier, o, if mailed, when deposited in
the United States mall, as first class, certified or registered mall postage prepaid, directed fo the addresses shown nearthe
beginning of this Deed of Trust. All copies of notices of foreclosure from the holder of any lien which has priority ‘over. this
Deed of Trust shall ba sent to Lender's address, as shown near the beginning of this Deed of Trust. Any parly’may changeits
address for notices under this Deed of Trust by giving formal written notice to the other parties, specifying that the purgose of -
the notice is to change the party’s address. For notice purposes, Grantor agrees to keep Lender informed at all times of
Grantor's current address. Subject to 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 lo any Grantor is deemed to be notice’ given to all:

Grantors. v

MISCELLANEOUS PROVISIONS. The following miscellaneous provisions are a part of this Deed of Trusl:

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

Trust shall be effective unless given in wriling and signed by the party or parties sought to be charged or bound by the '

/
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alteration or amendment.

F Armual Reports. if the Properly is used for purposes cther than Grantor’s residence, Grantor shall furnish to Lender,

" upoin requesl, a cerfiied statement of net operating income received from the Property during Grantor's previous fiscal

yearin such'form and detail as Lender shall require. "Net operating income™ shall mean all cash receipts from the
;Propeﬂy Iess all cash expenditures made in connectlion with the operation of the Property.

'T'Capilon Headings. Caption headings in this Deed of Trust are for convenience purposes only and are nol fo be used to
interpret.or defina’the provisions of this Deed of Trust.

Merger There shall ke no merger of the interest or estate crealed by this Deed of Trust with any cther interest or estate
in the Property at any hme held by or for the benefit of Lender in any capacity, without the written consent of Lender.

Govemlng Law.:. This. ‘Deed of Trust will be governed by, construed and enforced in accordance with federal law
and the:-laws of the Staie of Washinglon. This Deed of Trust has been accepted by Lender in the State of
Washington.

Choice of Venue." If there is & lawsuit, Grantor agrees upon Lender's request to submit to the jurisdiction of the courts of
Whalcom Counly, State:of Washmglon

No Waiver by Lender: Lender shall not be deemed to have waivad any rights under this Deed of Trust unless such
waiver is given in wntmg and signed by Lender. No delay or omission on the part of Lender in exercising any right shall
operate as a waiver of such rght or any other right. A waiver by Lender of a provision of this Deed of Trust shall not
prejudlce or constitute & waiver. of Lender’s right otherwise to demand strict compliance with that provision or any other
provision of this Dead of Trust. No-pricr waiver by Lender, nor any course of dealing between Lender and Grantor, shall
constitule a waiver of any of Lender’s rights or of any of Grantor's obligations as o any future transactions. Whenever
the consent of Lender is required under this Deed of Trust, the granting of such consent by Lender in any instance shall
not constitute continuing consent to subsaquent instances where such consent is required and in all cases such consent
may be granted or withheld:i in the sole dlscrehon of Lender.

Severabllity. If a court of competen! junsdlctlon finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable as 1o any circumstangs, that finding shall not makes the offending provision illegal, invalid, or
unenforceable as to any other circumstance. |f feasible, the offending provision shall be considered modified so that it
becomes legal, valid and enforceable. If the offending provision cannot be so medified, 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 Iegallty vahdﬂy or enforceability of any other provision of this Deed of Trusl.

Successors and Assigns. Subject to any limitations. stated in this Deed of Trust on transfer of Grantor's interest, this
Deed of Trust shall be binding upon and inure-to the-benéfit of the parties, their successors and assigns. If ownership of
the Property becomes vested in a person other than Grantor, Lender, without nolice to Grantor, may deal with Grantor’s
successors with reference to this Deed of Trust and the Indebtedness by way of forbearance or exiension without
releasing Grantor from the obligations of this Deed of Trust or liability under the Indebtedness.

Time Is of the Essence. Time is of the essence ifi. ths performance of this Dead of Trust.

Walve Jury. All parties to this Deed of Trust hereby waive the ﬂght to any jury irial in any action, proceeding, or
counterclaim brought by any party against any other parly,.

Waiver of Homestead Exemplion. Grantor hereby releases and waives all rights and benefits of the homestead
exemption laws of the Stale of Washinglon as to all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The following capitalized words and terms shall have the: followmg meanings when used in this Deed of Trust.
Unless specifically stated to the conlrary, all references to dollar.amouits shall mean amounis in lawful money of the Uniled
States of America. Words and ferms used in the singular shall include the piural, and the plural shall include the singular, as
the context may require. Words and lerms not otherwise defined in this: Deed of Trust shall have the meanings aliributed to
such terms in the Uniform Commercial Code: .

Beneficiary. The word "Beneficiary” means Herizon Bank, and l'fS successnrs and assigns.

Borrower. The word "Borrower™ means Cline Construction and Desugn LLC a‘nd all other persons and entifies signing
the Note in whatever capacity.

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

Default. The word "Default” means the Default set forth in this Deed of Trust m tha secllor?f tniled "Default”.

Environmental Laws. The words "Environmental Laws” mean any and all stata. federal and focal slatutes, regulations
and ordinances relating to the protection of human health or the envirénment, including without limitation the
Comprehensive Environmental Response, Compensation, and Liability Act of 1980; as-amended, 42 L.S.C. Section
9601, et seq. ("CERCLA™, the Superfund Amendments and Reauthorization Act of 1986, Pub. L; No 959499 ("SARA"),
the Hazardous Malerials Transportafion Act, 43 U.S.C. Section 1801, et seq., the Resource Conservation and Recovery
Act, 42 U.5.C. Section 6901, st seq., or other applicable state or federal laws, rules. or regulahons adopted pursuant
therato.

Event of Default. Ths words "Event of Default” mean any of the svents of default set forth i thls Deed of Trust in the
events of default section of this Deed of Trust. _ :

Grantor. Tha word "Grantor" means Cline Construction and Design LLC.

Guaranty. The word "Guaranty" means the guaranty from guarantor, endorser, sursty, or accammodahon parly to
Lender, including without limitation a guaranty of all or part of the Note.

Hazardous Substances. The words "Hazardous Substances” mean malerials that, becausa of .-their quanglty,
concentration or physical, chemical or infectious characteristics, may cause or pose a present or petential hazard lo
human health or the environment when improperly used, freated, stored, disposed of, generated,” manyfactured,
transported or otherwise handled. The words "Hazardous Substances™ are used in their very broadast sepse and™
Include withoul limitation any and all hazardous or toxic substances, materials or waste as defined by or listed under:the -
Environmental Laws. The term "Hazardous Substances™ aiso includes, without limitation, petroleum and patroleurn
by-products or any fraction thereof and asbestos.

Improvements. The word "Improvemenis” means ali existing and future improvements, buildings, structures, mobueu-"'"
homes affixed on the Real Property, facilities, additions, replacements and other construclion on the Real Property. .

Indebtedness. The word "Indebtedness” means all principal, interest, and other amounts, costs and expenses payablg”
under the Note or Related Documents, together with all renewals of, extensions of, modifications of, consolidations of
and substitutions for the Note or Related Documents and any ameunts expended or advanced by Lender to discharge
Grantor’s obligations or expenses incurred by Truslee or Lender to enforce Grantor's obligations under this Daar nf .~
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s "_rr:uéi_,_together with inferest on such amounis as provided in this Desd of Trust.
~.~“Lender. The word "Lender” means Horizon Bank, its successors and assigns.

-~Note. The word "Note" means the promissory note dated Aprit 19, 2002, in the original principal amount of

__$239-,_OGQ.'QO 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 maturily date of this Deed of Trust is May
1, 2003, ¢

‘Personal-Property. The words "Personal Property” mean all equipment, fixtures, and other articles of personal property
now-of hereafier owned by Grantor, and now or hereafter attached or affixed fo the Real Property; together with all
accessions, parts; and additions to, all replacements of, and all substitulions for, any of such property; and together with
all issues and profits therson and proceeds (including without limitation all insurance proceeds and refunds of premiums}
from any sale-or.othér disposition of the Property.

Property. The v.:r_drd '_"Prép_erty" means collectively the Real Property and the Personal Property.

Rfe_?l P:operty. T_h.e‘-'w_ords "Real Property" mean the real property, interests and rights, as further described in this Deed
of Trust, SN R

Related Docuﬁienis; ; _The w:)'r_d_s. "Related Documents™ mean all promissory noles, credit agreements, loan agreements,
environmental “agreemnts, guaranties, security agreements, morlgages, deeds of trust, security deeds, collateral
mortgages, and all other instruments, agreements and documents, whether now or hereafter existing, executed in
connectlion with the Indebledness.

Rents. The word "Rents” mééq_s.,..al_i“‘presenl and future rents, revenues, income, issues, royalties, profits, and other
benefits derived from the Property. .

Trustee. The word "Trustee™ means Weslward Financial Services Inc, whose mailing address is 1500 Cornwall Avenue,
Bellingham, WA 98225 and any substitute or successer trustess.

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

GRANTOR:

CLINE CONSTRUCTION AND DESIGN LLE . °

LIMITED LIABILITY CO'MPANY:_.A“C:KNOWLEDGMENT

STATE OF ,U(:@h‘ f}’ﬂ\’b\) PR
COUNTY OF %&LH" R S
On this cgch day of pfOf'L , 20 Og , before me, the undersigned

Notary Public, personally appeared John W Cliné, Manager of Cline Construction and Deslgn LLC, and persenally known
to me or proved o me on the basis of safisfactory evidence to be a of the limited.fiability company that executed the Deed of
Trust and acknowledged the Deed of Trust to be the free and voluntary act.and.deed. of the limited fiability company, by
authority of statute, its articles of organization or ils operatin ent, for.the uses and purposes therein mentionad, and
on oath stated that he or she is authorized to execule l&aﬁw 5"d in fact executed the Deed of Trust on behalf of

the limited liability c@pany. ‘@.\ \gf. -""--.,fﬁ . E .
Gtoﬁ‘ﬁesidmg at HT\QCO(J"GS

By “leen K. Helpest !

Notary Public in and for the State of LUK i/ commission expires 2an 4. Q00{p

%,
AR gy

Op"

REQUEST FOR FULL RECONVEYANCE

To: , Trustes

The undersigned Is the legal owner and holder of all indebtedness secured by this Deed of Trusl. You are hiereby requasted,
upon payment of all sums owing to you, to reconvey without warranty, lo the persons entitled thereta, the right, title and
interest now held by you under the Deed of Trust. : s

Date: Beneficiary:
By:
its:

LASER PRO Landing, Ver. 5.18.20.02 Gopr. Harland Financial Soluilons, Ine. 1997, 200Z.  All Righta Reserved. - WA PACFIWIN\GFI\LFL\GO1FC TR-2365
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