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THIS DEED OF TRUST is dated June 25,.2002, among Cline Construction and Design LLC, a
Washington Limited Liability Company, whose address is 2018 Meadow Lane, Anacortes, WA
98221 ("Grantor"); Horizon Bank, whose mailing - address is Cornwall Office, 1500
Cornwall/PO Box 580, Bellingham, WA 98227-0580 (referred to below sometimes as
“Lender” and sometimes as "Beneficiary”); and Westward Financial Services Inc, whose
mailing address is 1500 Cornwall Avenue, Bellmgham WA 98225 {referred to below as
"Trustee"). . _ ,
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PCGNVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale, righl

; of entry-and possession and for the benefit of Lender as Beneficlary, all of Grantor’s right, title, and interest in and to the
-foliowing described reaf property, together with all existing or subseguently erected or affixed buildings, improvements and
fixtures; all easemenils, rights of way, and appurtenances; ali water, water rights and ditch rights (including stock in utiiities
with:ditch or Irrrgatlon rights); and all other rights, royalties, and profits relating to the reat proy erly, including without Ilmrtahon
all minerals, oil, gas, geothermal and simitar matters, {the "Real Property") located in SKagrt County, S

of Washmgton

Lots 9 .and 10 Block 5, G. KELLOGGS ADDITION TO THE CITY OF ANACORTES
accordlng fo the plat thereof, recorded in Volume 1 of Plats, page 39, records of Skagit
County, Washington; TOGETHER WITH all that portion of the North Half of the alley
vacated under Ordinance No. 2140 that has reverted to said property by operation of law
lying between the West line of the East Half of Lot 17 extended Northerly and the East
line of Lot 20 extended Northerly, Situated in Skagit County, Washington.

The Real Property or its address is commonly known as 2519 17th Street, Anacortes, WA
98221. The Real Prope'rty"tax identification number is 3801-005-010-0002

Grantor hereby assigns as securmr to Lender all of Grantor's right, litle, and interest in and to all leases, Rents, and profits of
the Properly. This assignmant IsTecorded in accordance with RCW 65.08.070; the lien created by this assignment is intended
to be specific, perfected and chodts upon the racording of this Deed of Trust. Lender grants to Grantor a license to collect
the Rents and profits, which l:cense may be revoked at Lender's opticn and shall he automatically revoked upon acceleration
of all or part of the Indebtedness.

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

PAYMENT AND PERFORMANCE. Exoep! a8 otherwrse provided in this Dead of Trust, Grantor shall pay to Lender all
amounts secured by this Deed of Trust as they. beconie due, and shall striclly and In a timely manner perform all of Grantor's
obfgafions under the Note, this Desd of Trust, and the Related Documents.

POSSESSION AND MAINTENANCE OF THE PROPERTY Grantor agreas that Grantor's possesston and use of the Property
shall be governed by the following provisions: &

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: Propedy, and (3) coliect the Rents from the Property (this privilege is a
license from Lender to Grantor automatically revoked upon default). The lollowing provistons 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: teoe.nlable condition and promptly perform all repairs,
replacements, and maintenance necessary 1o 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, gereration, manufacture, storage, treatment, disposal,
release or lhreatened release of any Hazardous Substance by.any persgn._on, under, about or from the Property; (2)
Grantor has no knowledge of, or reason lo believe that-lhere“has beer;. except as previously disclosed to and
acknowledged by Lender In writing, (a) any breach or violation of ‘any Environmental Laws, (b) any use, generation,
manutacture, storage, trealment, disposal, 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 [c} any actual or threatened litigation or
claims of any kind by any person relating to such matters; and (3)-Except as.previously disclased to and acknowledged
by Lender in writing, (2) neither Grantor nor any tenant, coniractor, agent-6r other autherized user of the Property shall
use, generats, manufacture, store, treat, dispose of or release any Hazardous Substance on, under, about or from the
Property; and (b) any such activity shall be conducted in compliance with alf applicable federal, state, and local laws,
regulations and ordinances, including without limitation all Environmental.Laws. Grantor authorizes Lender and its
agenis to enter upon the Properly to make such inspections and tests, at Grantor's expense, as Lender may deem
appropriate to determine compliance of the Property with this section of the Deed of Trust, Any inspections or lests
made by Lender shall be for Lender's purposes only and shall not be construed-do create any responsibility or liabifity on
the part of Lender to Grantor or to any other person. The representations and warranties-Gontained 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 Granter becomes. liable for cleanup or
other cosls under any such laws; and (2} agrees to indemnify and hold harmless Lender against any and all claims,
losses, liabilities, damages, penalties, 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; generahon, manifacture, storage,
disposal, release or threatenad 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 Dead.of Trust, including the
obligation to indemnify, shall survive the payment of the Indebtedness and the satisfaction and.reconveyance of the lien
of this Dead of Trust and shall not be affecled by Lender’s acquisition of any interest In- lhe Property whelher by
forectosure or otherwise.

Nulsance, Waste. Grantor shall not cause, conduct or permit any nuisance nor commit, permrr “Of suffer any strrpprng of
or wasta 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 parly the right to remove, any timber, minerals (including oll" and gas), coal, clay,
scoria, soil, gravel or rock products without Lender’s prior written consent.

Removal of Improvements Grantor shall not demolistt or remove any Improvements from the Fleal Property wnhout:_
Lender's prior written consenl. As a condition to the removal of any Improvements, Lender may require Grantorfo make *.
arrangements salisfactory to Lender to replace such Improvements with Improvements of at ieast equal value, :

Lender’s Right to Enter. Lender and Lender's agents and represeniatives may enter upon the Real Property at. all'

reasonable times o attend to Lender’s interests and to inspsct the Real Property for purposes of Grantor's eomphanoe

with the terms and conditions of this Deed of Trust.

Compliance with Governmentat Requirements. Grantor shall promptly comply, and shall promptly cause complianoe #
by all agents, tenants or other parsons or entities of every nature whatsoever who rent, lease or otherwise use or ocoupy
the Property in any manner, with all laws, ordinances, and regulations, now or hereafter In effect, of all governmental
authorities applicable to the use or occupancy of the Property, including withaut limitation, the Amesicans With Disabilitiss

L D
200207010193

Skagit County Auditor
7/1/2002 Page 20of 8§ 3:42PM



DEED OF TRUST

* Loan'No: 0750001197 (Continued) Page 3

7 At~ Grantor may contest in good faith any such law, ordinance, or regulation and withhold compliance during any

e "prbbeedmg, including appropriate appeals, so long as Grantor has nolified Lender in wiiting prior to doing so and so

~long“as, i Lender's sole opinion, Lender's interests in the Property are not jeopardized. Lender may require Grantor to
post adequate security or a surety bond, reasonably salisfactory to Lender, to protect Lender's inferest,

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

TAXES ANDLIENS The following provisions relaling to the taxes and liens on the Property are part of this Deed of Trust:

Payment, - Grantor-shall pay when due {and in all events prior ta delinquency) all taxes, special taxes, assessments,
charges-{including water and sewer), fines and impositions levied against or on account of the Property, and shall pay
when due all élaims for.work done on or for services rendered or material furnished to the Property. Grantor shall
maintain the Propeny free.of all liens having priority over or equal ta the interest of Lender under this Deed of Trust,
except for the lien of taxes gnd 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 connection with a good faith
dispute over the.cdbligation to pay, so long as Lender's interest in the Properly is not jeopardized. If a lien arises or is
filed as a resull‘of nonpayment; Grantor shall within fifteen (15) days afler the lien arises or, if a lien is filed, within fiteen
{15) days after Grantor hag-nofice 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 safisfactory to Lender in an amount sufficient lo
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 cnntest Grantor shall defend itself and Lender and shall satisty any adverse judgment before
enforcement against the Property. Grantor shall name Lender as an additional obliges under any surety bond furnished
in the contest proceedings. ;

Evidence of Paymeni. Grara_(or shall 'ubq_n*giemand furnish to Lender satisfaclory evidence of payment of the taxes or
assessments and shall autherize the appropriate governmental official to deliver to Lender at any time a written statement
of the taxes and assessments agaunst the Froperty.

Notice of Construction. Grantor shall notify Lender at Ieast fifteen (15) days before any weork is commsnced, any
services are furnished, or any materials arg-stpplied to the Property, if any machanic’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 safistactory 1o Lender‘that Grantor can and will pay the cost of such improvements.

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

Maintenance of Insurance. Grantor sha_u- procﬁure" and maintain policies of fire insurance with standard extended
coverage endorsements on a fair value basis for the full 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 general liability insurance in such coverags amounts as
Lender may request with Trustee and Lender being named as additional insureds in such liability insurance policies.
Additionally, Grantor shall maintain such other insurance, including but not limited to hazard, business interruption, and
boiler insurance, as Lender may reasonably require. Policies 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 lo Lender from fime-to time the policies or certificates of insurance in form
satistactory to Lender, including stipulations that coverages will not be cancelled or diminished without at least ten (10)
days prior written notice to Lender. Each insurance policy aiso shall include an endorsement providing that coverage in
favor of Lendsr will not be impaired in any way by any acl; omiésion’ or default of Grantor or any other person. Should
the Real Property be located in an area designaled by the Director of the Federal Emergency Management Agency as a
special flood hazard area, Grantor agrees to obtain and maintain Fedéral Flood Insurance, if available, within 45 days
after nofice is given by Lender that the Property is located in a spec:al fiood: hazard area, for the full unpaid pringipal
balance of the loan and any prior liens on the property securing the:loan, up fo fhe maximum pollcy 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 notify Lender of any Ioss or damage to the Property. Lender may
make proof of loss if Grantor fails to do so within fifteen (15) days of the cdsualty. Whether or not Lender's security is
impaired, Lender may, at Lender’s election, receive and refain the proceeds of any insurance and gpply the proceeds to
the reduction of the Indebtedness, payment of any lien affecting the Proparty, or the restoration and repair of the
Property. If Lender elscts to apply the proceads to restoration and repair, Grantor shall repair or replace the damaged or
destroyed Improvements in & manner salisfactory to Lender. Lender shall, upon satisfactory. proof of such expenditurs,
pay or reimburse Grantor from the proceeds for the reasonable cost of repair G restoration if Grantor is not in default
under this Deed of Trust. Any proceeds which have nol been disbursed within 180 days after their receipt 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-dpplied to the principai
balance of the Indebtedness. If Lender hoids any proceeds after payment in full of lhe Indebtedness, 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 mare than ance a year Gfantor 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 tha policy; (4) the property insured, the then current replacement value of such property, and the manner
of determining that value; and (5) the expiration date of the policy. Grantor shall, upon reguest.of Lauder have an
independent appraiser safisfactory fo Lender determine the cash value replacement cost of the Pmperly

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materially affact Lenders Jnterest in the
Property or if Grantor fails fo comply with any provision of this Deed of Trust or any Related Documeits, mcludmg But: not
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 Grantor's behalf may (but shall not be obligated to) take anyaction that-Lender
deems appropriate, including but not limited to discharging or paying all taxes, liens, secunty interests, encumbrances and ™,
other claims, at any time levied or placed on the Property and paying all costs for insuring, maintaining and: preserving the,
Property. Al such expenditures incurred or paid by Lender for such purposes will then bear interest at the:rdle charged
under the Note from the date incurred or paid by Lender to the date of repayment by Grantor. All such expenses will becomé

a part of the Indebledness and, at Lender’s option, will (A) be payable on demand; (B) be added lo the balince of the . <

Note and be apportionad among and be payable with any installment payments to become due during eithar (1) the termigf .-
any applicable insurance poiicy; or {2) the remaining term of tha Note; or (C) be treated as a balloon payment which will be:
due and payabie at the Note’s maturity, The Deed of Trust alsa will secure payment of these amounls. Such right shall be in
addition to all other rights and remedias to which Lender may be entitied upon Default.

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

Trust:
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S Tlile :@rantor warrants thal: (a) Grantor holds good and marketable fitle of record to the Property in fes simple, free
s ang clear of all liens and encumbrances other than thosa sel forth in the Real Property description or in any fitle
" imsurance policy, litle repert, or tinal title opinion issued in favor of, and accepted by, Lender in connection with this Deed
"ot Trust, and (b) Grantor has the full right, power, and authority to execute and daliver this Deed of Trust to Lender.

_Defense ol Tltle. Subject to the exception in the paragraph above, Grantor warrants and will forsver defand the litle to
‘the Property against the lawful claims of all persons. In the event any action or proceeding is commenced that quastions
-Grantor's title-or the Interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the action at Grantor's
expense:” Grantor may be the nominal party in such proceeding, but Lender shall be enfiied to participate in the
procééding and o be represented in the proceeding by counsal of Lender's own choice, and Grantor will deliver, or
causeto be delwered 1o Lender such instruments as Lender may reques! from lime to time to permit such participation.

Compllance With Laws Grantor warrants that the Property and Grantor's use of the Property complies with all existing
applicablelaws, ordlnances and regulations of governmental authorities.

Survival of Representaﬂons and Warranlies. Al repressntations, warranties, and agreements made by Grantor in this
Dead of Trust shall survivethe executicn and delivery of this Deed of Trust, shall be confinuing in nature, and shall
remain in full force and effecl onlil such time as Grantor's Indebtedness shall be paid in full,

CONDEMNATION. ‘I__'he foﬂo_wq_ng provisions relating to condemnation proceedings are a part of this Deed of Trust:

Proceedings. If any proceeding in condemnation is filed, Grantor shall promptly notify Lender in writing, and Grantor
shall promptly take such steps as may be necessary to defend the action and obtain the award. Grantor may be the
nominal party in such proceedlng, but Lender shall be entifled to participate in the proceeding and to be represented in
the proceeding by coinsel ofits own choice all at Grantor's expense, and Grantor will deliver or causs to ba delivered to
Lender such instruments and documentatron as may be requested by Lender from lime to time to permit such
participation.

Application of Net Proceeds If all or ‘any part of the Property is condemned by eminent domain proceedings or by any
proceeding or purchase in“lielt 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 or restoration of the Property. The net proceeds of
the award shall mean the award after payment of all reasonable costs, expenses, and attornays’ fees incurred by Trustee
or Lender in connection with the condemnation,..~*

IMPQSITION OF TAXES, FEES AND CHARGES BY: GOVERNMENTAL AUTHORITIES. The following provisions relating to
governmental laxes, fees and charges are.a part. of thiis Deed of Trust:

Current Taxes, Fees and Charges. Upon requesi by Lender, Grantor shall exacute such documents in addition to this
Deed of Trust and take whatever other action is requested by Lender to perfect and conlinue Lender's lien on the Real
Property. Grantor shall reimburse Lender for all-taxes, as described below, together with all expenses incurred in
racording, 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 loliowing shall constitute taxes to which this section applies: (1) a specific 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 required to deduct from payments on the Indebledness secured by this type of Deed of Trust;
{3) a tax on this type of Deed of Trust chargeable against the.Lender or the holder of the Note; and (4) a specific tax
on all or any pertion of the Indebtedness or on payments of pr’inciparand interast made by Grantor,

Subsequent Taxes. H any tax to which this section applres is enacted subsequent to the date of this Deed of Trust, this
avent 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. (1y pays the tax befora it becomes delinquent, or (2}
contests the tax as provided above in the Taxes and Liens sectmn and daposns with Lender cash or a sufficient
corporate surety bond or other security satisfactory to Lender. ™ ;

SECURITY AGREEMENT; FINANCING STATEMENTS. The folfowmg prowsmns relallng to this Deed of Trust as a security
agreement are & part of this Deed of Trust:

Security Agreement. This instrument shall constitute a Security Agreement fo the axtent any of the Property constitutes
fixtures, and Lender shall have all of the rights of a secured party under the Uniform Commercial Code as amended from
time to tims. . :

Security Interest. Upon request by Lender, Grantor shall execute ﬁnancmg slalemenis and take whatever other action
is requesled by Lender to pertect and continue Lender's security interest in the’Rents and Personal Property. |n addition
to recaording this Deed of Trust in the real property records, Lender may, 4t any fime apd without further authorization
from Grantor, file executed counterparts, copies or repraductions of this Deed of-Trust as a financing statement. Grantor
shall reimburse Lender for all expensss incurred in perfecting or continuing this.security interést. Upon default, Grantor
shall not remove, sever or detach the Personal Property from the Property. Upon default, Granter shall assemble any
Personal Property not affixed to the Property in a manner and at a place reasonably corivenient.$6.Grantor and Lender
and make it avallable o Lender within three {3) days after receipt of written demand: from Lender to'the extent permitted
by applicable law.

Addresses. The mailing addresses of Grantor {debtor) and Lender {secured party) lrom whlch Jnformation concerning
the sacurity interest granted by this Deed of Trust may be cbiained (each as requirad by the Uniform Commerclal Code)
are as stated on the first page of this Deed of Trust.

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The foliowing provisions relating to furthar assuranoes and
attorney—in—fact are a part of this Deed of Trust: i

Further Assurances. At any time, and from time to time, upon request of Lender, Grantor Will . make, execute and
deliver, or will cause to be made, executed or delivered, to Lender or to Lender's designes, and when requested by
Lender, cause to be filed, recorded, refiled, or rerecorded, as the case may be, at such times and’in such offices ‘and
places as Lender may deem appropriate, any and all such mortgages, deeds of trust, securily deads;. security
agreaments, ﬁnanclng statements, continuation statements, instruments of further assurance, cerlificates, ‘and other
documents as may, in the sole opinion of Lender, be necessary or desirable in order to effecluate, complete; perfect, .
conlinue, or preserve (1) Grantor's obligations under the Note, this Deed of Trust, and the Related Documents, and-(2) *
the liens and security interests created by this Deed of Trust as first and prior liens on the Property, whether now owned :
or hereafter acquired by Grantor. Unless prohibited by law or Lender agress to the contrary in writing, Grantor. shall
reimburse Lender for all costs and expenses incurred in connection with the matters referred lo in this paragraph '

Altorney-in-Fact. If Grantor fails to do any of the things referred lo in the preceding paragraph, Lender may do so for
and in the name of Granior 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 desirable, in Lender's sole opinion, to accomplish the matters referred to in the preceding
paragraph.

o .
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FULL PERFORMANCE If Granlor pays all the indebtedness when due, and otherwise performs ail the obligations imposed
upon Grantor under this Deed of Trust, Lender shall execule and deliver to Trustee a request for full reconveyance and shall
exaciite.and deliver 1o Grantor suitable stalsments of terminalion of any financing statement on file evidencing Lender's
‘security interest in the Rents and the Personal Properly, 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 entitled thereto”, and
the recitals in the reconveyance of any matters or facts shall be conclusive proof of the truthfuiness of any such matters or
facts.

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

Payment Defaull Granlor fails to make any payment when due under the Indebtedness.

Other D_el‘aulls._ Grantor fails to comply with or to perform any other term, obligation, covenant or condition contained in
this Deed of Trust or in“any of the Related Documents or to comply with or to parform any term, obligation, covenant or
condition contained.in any other agreement between Lender and Granlor.

Compliance Default, ‘Failure to comply with any other term, obligation, covenant or condition contained in this Deed of
Trust, the Notg or'in‘ary of tie Related Documents. |f such a failure is curable and if Grantor has not been given a
notice of a breath 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 nofice demanding cure of such failure:
(&) cures the failure within fifteen (15) days; or (b) if the cure requires more than fifieen (15) days, immediately initiales
steps sufficient to cure-the failure &nd thereafter continues and completes all reasonable and necessary steps suflicient
to produce compliance as spon as-reasonably practical.

Default on Other Payments.: “Failure of Grantor within the time required by this Deed of Trust to make any payment for
taxes or insurance, or any other payment necessary to prevent filing of or to effect discharge of any lien.

False Statements. Any warranty, representahon or statement made or furnished to Lender by Grantor or on Grantor's
behalt under this Deed of Trust orthe Related Documents is false or misleading in any material respect, either now or al
the time made or furnished or becomes false or misleading at any time thereafter.

Defective Collaterallzation. This Desd of Trustor any of the Related Documents ceases to be in full force and effect
(including failure of any collateral documeni lo create a valid and perfecied security interest ¢r lien) at any time and for
any reason.

Death or Insolvency. The dnssolutlon of Grantors {regardless of whether election to conlinue is made}, any member
withdraws from the limited liability company, of any offier termination of Grantor's existence as a geing business oF 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 insoivency laws by or against Grantor

Creditor or Forfeilure Proceedings. Comimencement of foreclosure or forfsilure procesdings, whether by judicial
proceeding, self-help, repossassion or any other:method, by any crediter of Grantor or by any governmental agency
against any property securing the Indebtedness: This includes a.garnishmant of any of Grantor’s accounts, including
deposit accounts, with Lender. However, this Event of Defauit shall.not apply if there is a good faith dispute by Grantor
as fo the validity or reasonableness of the claim which is the.basis of the creditor or forfeiture proceeding and if Grantor
gives Lender written notice of the creditor or forfsiture progeeding and deposits with Lender monies or a surety bond for
the creditor or forfeiture proceeding, in an amount deterrnlned by Lender. in its sole discretion, as being an adequate
reserve or bond for the dispute. ;

Breach of Other Agreement. Any breach by Grantor under the 1errns of any other agreement between Grantor and
Lender that is not remedied within any grace period provided therein, including without limitation any agreement
cancerning any indebtedness or other obligation of Grantor to Lender, whether existing now or tater.

Events Atfecting Guarantor. Any of the preceding events occurs:with respect to any guarantor, endorser, surely, or
accommodation party of any of the Indsbtedness or any guaranior; endorser, surety, or accommodation parly dies or
becomes incompetent, or ravokes or disputes the validily of, or liability under, any Guaranty of the Indebtedness. In the
event of a death, Lender, at its option, may, but shali not be required to, permit-the guarantor’s estate to assums
uncanditionally the obligations arising under the guaranty in a manner satlsfacfory {o Lender and, in doing so, cure any
Event of Default.

Adverse Change. A material adverse change occurs in Grantor's financial cnndmon Qr Lender believes the prospect of
payment or performance of the Indebtedness is impaired.

Right to Cure. If such a fallure Is curable and if Grantor has not been given a nohce of a breach of the same provision
of this Deed of Trust within the praceding twelve (12) months, it may be clred (and no Event of Default will have
occurrad) 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 raquires more than fifteen (15) days, immediately initiates steps sufficient to cure the failure
and thereafter continues and compleles alt reasonable and necessary steps sufﬁcuent to produce compllance as soon as
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 more of the following rights and remedies:

Election of Remedies. Election by Lender to pursue any remedy shall not exclude purswt of any other rerrledy, and an
election to make expenditures or to take action to perform an cbligation of Grantor under this Desd: of Trust, after
Grantor's failure to perform, shall not affect Lender's right to declare a default and exercise its rémedies.

Accelerate Indebtedness. Lender shall have the right al its option to declare the entire Indsbtedness |mmed:ately due
and payable, including any prepayment penalty which Grantor would be required to pay.

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have the right to exerciss’ |ls power of
sale and {o foreclose by notice and sale, and Lender shall have the right to foreclose by judicial foreclnsure. in elther
casa in accordance with and to the full exdent provided by applicabie law.

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

Collect Rents. Lender shall have the right, without notice to Grantor to take possession of and manage lhe F’roperty
and collect the Rents, including amounts past due and unpaid, and apply the net proceeds, over and above Lender's™ -
costs, against the indebledness. In furtherance of this right, Lender may require any tenant or other user of the Property .+

to make payments of rent or use fees directty to Lender. If the Rents are collected by Lender, then Grantor irrevocably
designales Lender as Grantor's atlorney-in—fact to endorse instruments received in payment thereof in the name of
Grantor end to negotiate the same and coliect the proceeds. Payments by tenants or other users to Lender in response .~
to Lender's demand shall satisty the obligations for which the payments are made, whether or not any proper grounds,+
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; for the demand existed. Lender may exercise its rights under this subparagraph either in person, by agent, aor through a
recewer

‘ .-:'Appoini ‘Receiver. Lender shall have the right fo have a receiver appointed to lake possession of all or any part of the
Property, with the power to profect and preserve the Property, to operate the Properly preceding or pending foreclosure
Jor sale, and ty collect the Rents from the Property and apply the proceeds, over and above the cost of the receivership,
;against the indebtedness. The recelver may serve without bond if permitted by law. Lender's right fo the appointment
:0f a recelver shall exist whether or not the apparent value of the Properly exceeds the indebledness by a substantial
amount- : Employment by Lender shall not disqualify a parson from serving as a receiver.

Ténancy at Sufferance. It Grantor remains in possession of the Property aHer the Property is sold as provided above or
Lendsr olherwise *becomes entitled to possession of the Property upon default of Grantor, Grantor shall becoma a
tenant af sufferance.of Lender or the purchaser of the Property and shall, at Lender's option, sither (1) pay a
reasonable rental for the use of the Property, or (2) vacate tha Property immediataly upon the demand of Lender.

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

Notice of Sale. Lender shall ‘giva Grantor reasonable notice of the time and place of any public sale of the Personal
Property or of the lime afler which any privale sale or other intended disposition of tha Persanal Property is to be made.
Reasonable nofice shali-mean’notice given at least ten (10} days betore the fime of the sale or disposition. Any sale of
Personal Property may be, magde in conjunction with any sale of the Real Property.

Sale of the Property,. T Q, the .extént-permitted by applicable law, Grantor hereby waives any and all rights to have the
Property marshalled. “In.éxercising its rights and remadies, 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. Lenter shall be entifled to bid at any public sale on all
or any portion of the Property :

Attorneys’ Fees; Expenses if Lender institutes any suit or action to enforce any of the terms of this Deed of Trust,
Lender shall be entitled to recover such sumas the court may adjudge reasonable as altorneys' fees at trial and upon
any appeal. Whether or not-any court action is involvad, and !o the extent not prohibited by law, all reasonable
expenses Lender incurs that in Lend_ers opinion are necessary at any time for the protection of its interest or the
enforcement of its rights shalf becomea part of-the:Indebtedness payable on demand and shall bear interest at the Note
rate from the date of the expenditure until repaid: Expenses coverad by this paragraph include, without limitation,
however subject to any limits under dpplicable law; Lender’s attorneys’ fees and Lender's legal expenses, whether or not
there is a lawsuit, including aftorneys' fees:and ‘expenses for bankruptcy proceedings (including efforts to modify or
vacate any automatic stay or injunction}, ‘appeals, and-any anticipated post—-judgment collection services, the cost of
searchmg records, oblaining title reports (including-foreclosure reports), surveyors' reports, and appraisal fees, litle
insurance, and fees for the Trustee, to the! exient permmed by applicable law. Grantor also will pay any court costs, in
addition to all other sums provided by law. °

Rights of Trustee. Trustee shall have all of the n‘ghls and duties of Lender as set forth in this section.

POWERS AND OBLIGATIONS OF TRUSTEE. Ths-following prowsmns relating to the powers and obligations of Trustee
{pursuant to Lender’s instructions) are part of this Deed of Trust: :

Powers of Trustee. In addition to all powers of Trustee ansiug"as,a matter of law, Trustee shalt have the power to take
the following actions with respect to the Property upon the written request of Lender and Grantor: () 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
granting any easement or creafing any restriction on theReal Property; and (c) join in any subordination or other
agreement affecting this Deed of Trust or the interest of Lender under this Deed of Trust.

Obligations fo Notifty. Trustee shail not be obligated to nollfy any othar party of a pending sala under any other frust
deed or lien, or of any action or proceeding in which Grantor, Lender, .or Trustee shall be & party, unless required by
applicable law, or unless the aclion or proceeding is brought by Trustee. E

Trustee., Trustee shall meet all qualifications required for Trustee L_gnder applica’ble law. In addition to the rights and
remedies set forth above, with respect to all or any part of the Property, the.Trystee shall have the right to foreclose by
notice and sale, and Lender shall have the right to foreclose by 1uduc&al foreclosure in.either case in accordance with and
to the full extenl provided by applicable law. _—

Successor Trustee. Lender, at Lender's option, may from time to time appomt a succ:essor Trustes to any Trustee
appointed under this Deed of Trust by an instrument exscuted and acknowledged by Lender and recorded in the office
of the recorder of Skagit County, State of Washington. The ingtrument shall contair;, in addition to all other matiers
required by state law, the names of the original Lender, Trustee, and Grantor,:the book and-page or the Auditor's File
Number where this Deed of Trust is recorded, and the name and address of the ‘successor frusies, and the insfrument
shall be executed and acknowledged by Lender or its successors in interest. The suoc_:essor tfrustee, without conveyance
of the Property, shall succeed to all the litle, 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 exclusmn of aII .other provisions for
substitution.’

NOTICES. Subject to applicable law, and except for notice required or allowed by law to be glven in, anothar manner, any
nolice required to be given under this Deed of Trust, including without fimitation any notice of-default and any notice of sale
shall be given in writing, and shall be effective when actually delivered, when actually received by telefacsimile (unless
otherwise required by jaw), when deposited with a nationally recognized overnight courier, or, if mailed,-when-deposited in
the Uniled States matl, as first class, certified or registered mail postage prepaid, directed to thé: dddregses shown near the
beginning of this Dead of Trust. All copies of notices of foreclosure from the holder of any lien which has- pﬂomy over this
Daed of Trust shall be sent lo Lender’s address, as shown near the beginning of this Deed of Trust. Any parly may change its
address for notices under this Desd of Trust by giving formal written notice to the other parties, specifying that the.purpese of
the notice is to change the parly’s address. For notice purposes, Grantor agrees to keep Lender informed 4t all times of
Grantor's current address. Subject io applicable law, and except for notice required or allowed by law 1o be given in another

manner, if there is more than one Grantor, any notice given by Lender to any Grantor is deemed to be- notice gwen to.all

Grantors.
MISCELLANEOUS PROVISIONS. The following miscellanecus provisions are a part of this Deed of Trust:

Amendments. This Deed of Trust, together with any Related Documents, constitutes the antire understand;ng aﬁd"S

agreement of the parties as to the matters set forth in this Deed of Trust. No alteration of or amendment to thié Deed of
Trust shall be effective unless given In writing and signed by the party or parties sought fo be charged or bound by_ the
altaration or amendment.

Annual Reparts. |f the Properly is used for purposes other than Grantor's residence, Grantor shall furnish to Lender,'

upon request, a certified statement of net operaling income received from the Property during Granter’s previous fiscal
year in such form and detail as Lender shall require. "Net operating income” shall mean all cash receipts from the
Property less all cash expenditures mada in connection with the operation of the Property.
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f. Cé;ptién Headings. Caption headings in this Deed of Trust are for convenience purposes only and are not to be used o
: lnterpret or defina the provisions of this Deed of Trust.

' Merger There shalt be no merger of the interest or estate created by this Deed of Trust with any other interest or eslate
in tha Property at any time held by or for the benefit of Lender in any capacity, without the written consent of Lender,

-'Governmg Law. This Deed of Trust will be governed by, construed and enforced in accordance with federal law
and the laws of the State of Washington. This Deed of Trust has been accepted by Lender in the State of
Washmglon

Choice. of Venue lf there is a lawsuit, Grantor agrees upon Lender's request o submit to the jurisdiction of the courts of
Skagit County State of Washington.

No Walver by Lender Lender shall not be deemed to have waived any rights under this Deed of Trust unless such
waiver is'given in ‘writing“and signed by Lender. No delay or omission on the part of Lender in exsrcising any right shail
operate as a waiver of such right or any other right. A waiver by Lender of a provision of this Deed of Trust shall not
prejudtce or conslitite d waiver of Lender’s right otherwise to demand strict compliance with thal provision or any other
provision of this.Deed of Trust. No prior waiver by Lender, nor any course of dealing between Lender and Grantor, shall
constitute a waiver of-any of-Lender's rights or of any of Grantor's obligations as to any future transactions. Whanever
the consent of Lender is requirsd, under this Deed of Trust, the granting of such consent by Lender in any instance shall
not constitute continuing consent to subsequent instances where such consent is required and in all cases such consent
may be granted or withhgld in‘the sole discretion of Lender.

Severability. It a couri of competent jurisdiction finds any provision of this Desd of Trust to be illegal, invalid, or
unenforceable as to.dny . circtimstancs, that finding shall not make the offending provision illegal, invalid, or
urenforceable as to any ofher circumstance. |f feasible, the offending provision shall be considered modified so that it
becomes legal, valid and enforceabls; [f the offending provision cannot be so medified, it shall be considered deleted
from this Deed of Trust. Unless otherwise raquired by law, the illegality, invalidity, or unenforceability of any provision of
this Deed of Trust shall nol affectthe Iegallty validity or enforceability of any other provision of this Deed of Trust.

Successors and Assigns. Subjetﬁ to any Yimitations stated in this Deed of Trust on transfer of Grantor’s interest, this
Deed of Trust shall be binding upon and inure to the benefit of the parlies, their successors and assigns. If ownership of
the Property becomes vested in & person othei'than Granter, Lender, without natice to Grantor, may deal with Grantor's
successors with reference to this’ Deed of Truét and the Indebledness by way of forbearance or extension without
releasing Grantor from the obligations of fhis Deed gf Trust or liability under the Indsbledness.

Time is of the Essence. Time is of the essence in the performance of this Deed of Trust.

Walve Jury. All parties to this Deed of Tiuét hereb\}' walve the right to any jury trial in any action, proceeding, or
counterclaim brought by any party agalnsi any.olh 5’gr party.

Waiver of Homestead Exemption. Grantor hareby releases and waives all rights and benefits of the homestead
exsmption laws of the Stata of Washington ast to 4ll Indebtedness secured by this Deed of Trust.

DEFINITIONS. The following capitalized words and’ terms shall have the following meanings when used in this Deed of Trust.
Unless specifically stated to the contrary, all references 1o dollar amoufits shall mean amounts in lawful money of the United
States of America. Words and tarms used in the singuiar shall include the plural, and the plural shali include the singular, as
the context may require. Words and terms not otHerwise defmed in this: Deed of Trust shall have the meanings attributed to
such terms in the Uniform Commercial Code: ; .

Beneficiary. The word "Beneficiary™ means Harizon Ban‘k and its succéssors and assigns.

Borrower. The word "Borrower" means Cline Construction and DeSIgn LLC ‘and all other persons and entities signing
the Note in whatever capacity.

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

Defaull. The word "Default” means the Default set forth in this Deed of Trust i m lha section titted "Default”,

Environmental Laws. The words "Environmenta! Laws" mean any-and’ alI state;-federal and local statules, regulations
and ordinances relating to the protection of human heatth or the-erviranment, ‘including without limitation the
Comprehensive Environmental Response, Compensation, and Liability Act’ of~1980, as, amended, 42 U.8.C. Section
9601, et saq. ("CERCLA"), the Superfund Amendments and Reauthorization Act of 1986,: Pub. L. No. 99-499 {("SARA",
the Hazardous Materials Transportation Act, 42 U.S.C. Section 1801, et seq.,:the Resource Conservation and Recovery
Act, 42 U.S.C. Section 6801, et seq., or other applicable state or federal Iaws rules or regulahcns adopted pursuant
thereto.

Event of Default. The words "Event of Default" mean any of the events of derault sei forlh in thls Deed of Trust in the
events of default section of this Deed of Trust. :

Grantor. The word "Grantor” means Cline Construction and Design LLC.

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

Hazardous Subsiances. The words "Hazardous Substances” mean materials that, because of their quantity,
concentration or physical, chemical or infectious characleristics, may cause or pose a present or potential hazard to
human health or the environment when impropery used, treated, stored, disposed of, generated, -manufactured,
ransported or otherwiseé handled. The words "Hazardous Substances" are used in their very broadest sense and
include without limitation any and all hazardous or toxic substances, materials or wasle as defined by or fisted-Under the
Environmental Laws. The term "Hazardous Substances" also includes, without limitation, petroleurn and petroleum
by-products or any fraction thereof and asbestos.

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

Indebledness. The word "Indebtedness” means all principal, interest, and other amounts, costs and expenses payable ;:’
under the Note or Relaied Documents, together with all renewals of, extensions of, mod|f|cahons of, congélidations:of
and substitutions for the Note or Related Documents and any amounts expended or advanced by Lender to disckargé

Grantor's obligations or expenses incurred by Trustee or Lender to enforce Grantor's obligations under this Deed 01 _ =

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.

Note. The word "Nole" means the promissory nate dated June 25, 2002, in the original principal amount Of
$30,000.00 from Grantor lo Lender, together with all renewals of, extensions of, modifications of, refinancings of, .
consolidations of, and substitutions for the promissory note or agreement. The maturity date of this Deed of Trust is July
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2007,
"Personal Property. The words "Personal Property” mean all equipment, fixtures, and other articles of personal property
~ow-of Fereafler owned by Grantor, and now or hereafter attached or affixed to the Real Property; together with all
accassions,"parts, and additions to, alf replacements af, and all substitutions for, any of such property; and together with

all ilssues and.profits thereon and proceeds (including without limitation all insurance proceeds and refunds of premiums)
_;i'from any saJe ‘or other disposition 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 Deed
of Trust, .~

Related Documenls The words "Relaled Documents™ mean all promissory noles, credit agreements, loan agreements,
enviroAmental” -agreements, guaranties, security agreements, morlgages, deeds of trust, security deeds, coliateral
mortgages, and .all ofher: instruments, agreements and decuments, whether now or hercafter existing, executed in
connactlon with the Indebtedness.

Rents. The word "Renis” -means all present and future rents, revenues, income, issues, royalties, profits, and other
benefits denved from’ the Property

Trustee. The word T\ rustea”-imeans Westward Financiat Services Inc, whose mailing address is 1500 Cornwall Avenue,
Bellingham, WA 98225 and-any substitule or successor trustees.

GRANTOR ACKNOWLEDGES HAVENG HEAD ALL THE PROVISIONS OF THIS DEED OF TRUST, AND GRANTOR
AGREES TO ITS TERMS S

GRANTOR:

CLINE CONSTRUCTION AND DES"IG‘N"’LLC':_ =

s

By:

nw Cline, Member of Ciine COnstructlon and Deslgn LLC \\\\\\‘:‘l“;-’"flm
: "\ '“ Y,

STATE OF WASHINGTON

COUNTY OF SKAGTT

Onthis __ 28TH day of JUNE c o ,2002 , before me, the undersigned
Notary Public, personally appeared John W Cline, Member of CIIne Conslrucilon and Deslgn LLC, and personally known
to me or proved to me on the basis of satisfactory evidence to be a_of the limited liability company thal execuled the Deed of
Trust and acknowledged the Deed of Trust to be the fres andivolun_tary actarid deed of the limited liability company, by
authority of statute, its articles of organization or its oparating agreemant,for the usés and purposes thersin mentioned, and
on oath stated that he or shg is autherized to execute this Deed of Trust and in fa01 executed the Deed of Trust on behalf of

KAREN ASHLEY .:'.,___4_ﬁesiqtﬁgat SEDRO-WOOLLEY

Notary Public in and for the State'ot WA T My"r:crﬁrﬁiséidn expires 9/11/02

REQUEST FOR FULL RECONVEYANCE

To: , Trustee

The undsrsigned is the legal owner and holder of all indebledness secured by this Deed of Trust You aré hereby raguested,
upon payment of all sums owing to you, to reconvey without warranty, to the persons enititled thereto, the right, fitte and
interest now held by you under the Deed of Trust.

Date: Beneﬂc!ary:e_: S
By:
Its:
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