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Grantor(s):

1. Kairez, S Phlllp

2. Kairez, Carolyn__E -

Grantee(s)
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THIS DEED OF TRUST is dated May 28,2002, among S Philip Kairez and Carolyn E Kairez,
husband and wife ("Grantor"); Horizon Bank, whose mailing address is Cornwall Office, 1500
Cornwall/PQO Box 580, Beliingham, 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"). S :




DEED OF TRUST
© Loan No: 0750001206 (Continued) Page 2

:.;::CONVEYANCE AND GRANT. For iafuable consideration, Grantor conveys to Trusiee In trust with power of sale, right
- of entry.and-possession and for the benefit of Lender as Beneficiary, all of Grantor’s right, fitle, and interest in and to the
1-._‘fnllowmg described real property, together with all existing or subsequently erected or affixed buildings, improvements and
fixtures; all easements, rights of way, and appurtenances; alt water, water rights and ditch rights (including stock in utifities
withi ditch or irigation rights); and ail other rights, royalties, a nd proﬂts relating to the real property, including without iimitation
all minerals, oif, gas, geothermal and similar matters, (the "Real Property") located in Whatcom County,
Starte of. Washmgton-

See attached-

The Fleal Property or its address is commonly known as 3324 Northwest Avenue,
Bellingham, WA 98225, The Real Property tax identification number is 380213 247076 0000
and 380213 267084 0000

Grantor hereby assngns &8s secun:y to Lender, all of Grantor's right, title, and inferest in and to all leases, Rents, and profits of
the Property. This assignment is facarded in accordance with RCW 65.08.070; the lien created by this assignment is inlended
to be specific, perfected and-thoafe upon the recarding of this Deed of Trust. Lender grants to Grantor a license to collect
the Rents and profits, which Imense may be revoked at Lender’s option and shall be automatically revoked upan accelaration
of &ll or part of tha Indebtedness,

THIS DEED OF TRUST, |NCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS
AND PERSONAL PFIOPEF!TY IS GIVEN TO SECURE (A) PAYMENT OF THE INDEBTEDNESS AND (B)
PERFORMANCE OF ANY AND ALL OBLIGATIONS UNDER THE NOTE, THE RELATED DOCUMENTS, AND THIS DEED
OF TRUST. THIS DEED OF TRUST I8 GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PEHFORMANCE Except a$ otnerwise provided in this Deed of Trust, Grantor shall pay to Lender ali
amounts secured by this Deed of Trustas they bacome due, and shall strictly and in & timely manner perform all of Grantor's
obligations under the Note, this Deed of Trust and the Related Documents.

POSSESSION AND MAINTENANCE OF THE PROPEFIT ¥. Grantor agrees that Grantor's possession and use of the Property
shall be governed by the following provusnons

Possession and Use. Unfil the occurrence ofan Evenl of Default, Grantor may (1) remain in possession and control of
the Property; (2) use, operate pr manage fthe Property; and (3) collect the Rents from the Property (this privilege is a
license from Lender to Grantor utomatically revoked upon default) The following provisions relate to the use of the
Property or to other limitations ofi the Property The Real Properly is not used principally for agriculturat purposes.

Duty 1o Maintain. Grantor shall maintain the Property in tenantable condition and promptly perform all repairs,
replacements, and maintenancejnecessary to preserve its value.

Compliance With Environmenlal Laws. Grantér represents and warrants to Lender thal: (1) During the period of
Grantor's ownership of the Property, there has been no use, generation, manufacture, storage, irealment, disposal,
release or threatened refease of any Hazardous SubStance by.any.person on, under, about or from the Properly; (2)
Grantor has no knowladge of or reason lo believe that there. has been, except as previously disclosed to and
acknowledged by Lender in wiffng, (a) any breach or viglation of any Environmental Laws, (D) any use, gensration,
manufacture, storage, treatment] disposal, release or threatened release of any Hazardous Substance on, under, about
ar from the Property by any pripr owners or occupants of the Property, or {c} any actual or threatened liigation or
claims of any kind by any persor relating to such matters;-and_(3) Except as previously disclosed to and acknowledged
by Lender in writing, (a) neithet Grantar nor any tanant, contractar; agent or other authorized user of the Property shall
use, generate, manufacture, stots, treal, dispose of or release any Hazardoys-Substance on, under, about or from the
Property; and (b) any such ac vity shall be conducted in compliance with all applicable federal, state, and local laws,
regulations and ordinances, induding without limitation all Environmental Laws, Grantor authorizes Lendsr and its
agents to enter upon the Propdry 1o make such inspections and ‘tests, at Grantor's expense, as Lender may deem
appropriate to determine compliance of the Property with this seclion of tHe Deed of Trust. Any inspections or tests
made by Lender shall be for Lender's purposes only and shall not be censtrued to-create any responsibility or liability on
the part of Lender to Grantor or to any other person. The representafions-and Warranties contained herein are based on
Grantor's due diligence in investigating the Property for Hazardous Substances. Grartor hereby (1) releases and
waives any fulure claims against Lender for indemnity or contribuiion in theevent Grantor:becomes liable for cleanup or
other costs under any such laws; and (2} agrees lo indemnify and hold -harmless Lender against any and all claims,
losses, liabilities, damages, panallies, and expanses which Lendar may direcly or indirectly. sustain or suffer resulting
from a breach of this section of the Deed of Trust or as a consequence of ‘any-uge, generation, manufacture, storage,
dispaosal, releasa or threatened release occurring prior to Grantor's ownarship or-interest inthe 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
obfligation to indemnify, shall survive the payment of the Indebtedness and the satisfaction and réconveyance of the lien
of this Deed of Trust and shall| not be affected by Lender's acquisition of any mleresl |n the Property whether by
foreclosure or otherwise.

Nuisance, Waste. Grantor shall hot cause, conduct or permit any nuisance nor commlt perrmt or suffer any stripping of
or waste on or to the Property orjany portion of the Property. Without limiting the generality of-the foregoing, Grantor will
not remgve, or grant to any otifer party the right to remove, any limber, minerals (|ncludmg ml and gas), coal, clay,
scoria, sail, gravel or rock produdts without Lender’s prior written consent.

Removai of Improvements. Giantor shall not demolish or remove any improvements from 1he F!eal Pruparty without
Lender’s prior wrilten consent. a condifion to the removal of any Improvements, Lender may raquire Granior to make
arrangements satisfactory to Lender to replace such Improvements with lmprovemenls of at least aqual valug.

“lLender's Right to Enfer.” Len%r and Lender's agents and representatives may enter upon the Real Property at all

reasonable times to attend to Lehder's interests and o inspect the Real Property for purposes of Grantor’s compllance
with the terms and conditions of tis Deed of Trust.

Compliance with Governmenta} Requirements. Grantor shall promptly comply, and shall prompuy oause compha.noe b
by all agents, tenants or other pefsons or entilies of every nature whatscever who rent, lease or otherwise'use or oécupy:
the Property in any manner, with all laws, ordinances, and regulations, now or hereafter in etfect, of ali governmaéntal
authorities applicable to the use d¢r occupancy of the Property, including without limitation, the Americans With Disabilities -
Act. Grantor may contest in gopd faith any such law, ordinance, or regulation and withhold compliance during any

proceeding, including appropriat appeals, so long as Grantor has notified Lender in writing prior to doing so and 50 ..

long as, in Lender’s sole opinion] Lender's interests in the Property are not jeopardized. Lender may require Granlor o
post adequale security or a suraty bond, reasonably satisfactory to Lender, to protect Lender's interest.

Duty to Protect. Grantor agrees [neither to abandon or leave unattended the Property. Granlar shall do all other acts in
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DEED OF TRUST
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; addntton to those acts set forth above in this section, which from the character and use of the Property are reasonably
F necessary to protect and preserve the Praperty.

TAXES AND LIENS The fallowing provisions relfating to the taxes and liens on the Property are part of this Deed of Trust:

Paymeni ‘Grantor shall pay when due {(and in all events prier lo delinquency) all taxes, special laxes, assessments,
icharges (including water and sewer), fines and impositions levied against or on accoun! of the Property, and shall pay
‘when due-alliclaims for work done on or for services rendered or material furnished to the Property. Grantor shall
maintain.the’ Property free of all liens having priority over or equal to the interest of Lender under this Deed of Trust,
exoept far-the Jien 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 connection with a good faith
dispute .over-the-obligation to pay, so long as Lender's inferest in the Property is not jeopardized. If a lien arises or is
filed as’a résult-of nonpayment, Grantor shall within fifteen (15) days after the lien arises or, if & lien is filed, within fifteen
{15) days after Gréntar-has. notice of the filing, secure the discharge of the lien, or if requested by Lender, deposit with
Lender cash or a sufficient:corporate surety band or olher security safisfactory to Lender in an amount sufficient to
discharge the lien-plus any-costs and aftorneys’ fees, or other charges thal could accrue as a result of a foreclosure or
sale under the.ién.< Tn any ¢ontest, Granlor shall defend tselt and Lender and shall satisfy any adverse judgment before
enforcemant agamst the Property Grantor shall name Lender as an additional obligee under any surety bond furnished
in the contest proceedings.

Evidence of Payment. Grantor shall upon demand furnish to Lender safisfactory evidence of payment of the taxes or
assessmenls and shall suthorize the appropriate governmental official to deliver to Lender at any time a written staterment
of the taxes and asseésménts“agains-t thie Praperty.

Notice of Construction. Grantor shall nolify Lender af ieast fifteen (15} days before any work is commenced, any
services are furnished, or any malerials are supplied to the Property, if any mechanic’s lien, malerialmen’s lien, or other
lien could be asserted on‘accaunt of the wark, services, or materials. Grantor will upon request of Lender furnish to
Lender advance assurances: ssilisfactory ta'Lender that Grantor can and will pay the cost of such improvements.

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

Maintenance of Insurance. Grantor shall procure and maintain policies of fire insurance with standard extended
coverage endorsements on a fair valie ba5|s for the full insurable valus covering all Improvements on the Real Property
in an amount sufficient to avoid applicafion of dny coinsurance clause, and with a standard morigages clause in favor of
Lender. Granior shall also procure and maintainr comprehensive general liability insurance in such coverage amounts as
Lender may request with Trustee and Lender being hamed as additional insureds in such liability insurance policies.
Additionally, Grantor shall maintain such other insuranee, including but not limited to hazard, business interruption, and
boiler insurance, as Lender may reasonably reqiiire;” Policies shall be written In form, amounts coverages and basis
reasonably acceptable to Lender and issued:by a company or companigs reasonably accepltable to Lender. Grantor,
upon request of Lender, will deliver to Lender. from time to time the policies or cerlificates of insurance in form
satisfactory to Lender, including stipulations that ceverages will not be cancelled ¢r diminished without af least fen (10}
days prior written notice to Lender. Each insurarice‘policy also shall include an endorsement providing that coverage in
favor of Lender will not be impaired in any way by-any act, omission_or default of Grantor or any other person. Should
the Real Property be located in an area designated by the Diréctor of the Federal Emergency Management Agency as a
special flood hazard area, Grantor agrees to obtain and malntaln Federal Flood Insurancs, if available, within 45 days
after nolice is given by Lender that the Property is located.in a spegial flood hazard area, for the full unpaid principal
balance of the loan and any prior liens on the property securing the.ogn, up to the maximum policy limits set under the
National Flood Insurance Program, or as otherwise requ:red by Lender and to maintain such insurance for the term of
the loan.

Application of Proceeds. Grantor shall promptly notify Lender of any ‘loss-or damage to the Property. Lender may
make proof of loss if Grantor fails to do so within fifteen (15) days of the casualty Whether or not Lender’s security is
impaired, Lender may, at Lender’s election, receive and retain the proceeds of:any insurance and apply the proceeds to
the reduction of the Indebtedness, payment of any lien affecting the Property, or the restoration and repair of the
Property. It Lender elects to apply the proceeds to restoration and repair,.Grantor ghall repair or replace the damaged or
destroyed Improvements in a manner satistactory to Lender. Lendershall,.upon satisfactory proof of such expendilure,
pay or reimburse Grantor from the proceeds for the reasonable cost of repair or réStaratian if Granlor is not in default
under this Deed of Trusl. Any proceeds which have not 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 applied to the principal
balance of the Indebtedness. If Lender holds any proceeds atter payment’ i fulh- of the lndeb!edness 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 cmce a year Grantor shall furnish to
Lender a repori on each existing policy of insurance showing: (1) the name of the insurer; (2) the risks insured; (3)
the amount of the palicy; (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;-upenreqiiest, of Lender, have an
independent appraiser salistactory to Lender determine the cash value replacement cost of the Property

LENDER’'S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lenger’s interest in the
Property or if Grantor fails to comply with any provision of this Deed of Trust or any Related Décuments, including but not
limited to Grantor's failure fo discharge or pay when due any amounts Grantor is required to discharge orpay under.this Deed
of Trust or any Related Documents, Lender on Grantor's behalf may (but shall not be abligated to) take any aclionthat Lender
deams appropriate, including but nof limited fo discharging or paying ail taxes, liens, secunty interests, encurhbrances and
other claims, at any time levied or placed on the Property and paying all costs for insuring, maintaining and preservirig the
Property. All such expenditures incurred or paid by Lender for such pumposes will then bear interest at the rate charged
under the Note from the date incurred or paid by Lender to the date of repayment by Grantor. All such expenses-will become
a part of the Indebtedness and, at Lender’s option, will (A} be payabie on demand; (B} be added to the-baiance of Ha

Nole and be apportioned among and be payable with any instaliment payments to become due during either {1) the term of-,
any applicable insurance policy; or (2) the remaining term of the Note; or (C) be treated as a balloon paymentwhich wil.te
due and payable at the Note's maturity. The Deed of Trust also will secure payment of these amounts. Such nght shali bein

addition to all other rights and remedies to which Lender may be entitied upon Defauit.

WARRANTY; DEFENSE OF TITLE, The following provisions relating to ownership of the Property are & part of lhls Deed of

Trust:

Title. Granfor warrants that: (a) Grantor helds good and marketable title of record to the Property in fes simpie; free

and clear of all liens and encumbrances other than those set forth in the Real Property description or in any lifie
insurance policy, title report, or final fite 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 deliver this Deed of Trust to Lender.
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Defense of Title. Subject to the exception in the paragraph above, Granlor warrants and will forever defend the tile to
-~ the*Property against the lawful PJaims of all persons. In the event any action or proceeding is commenced that questions
: u__,Grar_tt_or} tifle or the interast ofi Trustee or Lender under this Deed of Trust, Grantor shali defend thae action at Grantor's
expe_n§e:'.::Gmntor may be the nominal party in such proceeding, but Lender shall be entitled to participate in the
sProcéeding:and to be represented in the proceeding by counsel of Lender's own choice, and Grantor will deliver, or

. cause to be delivered, to Lendgr such instruments as Lender may request from time to time to permit such participation.

: gomplianée_,?wnh Laws. Grargor warrants that the Property and Grantor's use of the Property complies with all existing
" ap_pllcqble__Iaws_.,.nrdinances. ard regulations of governmental authorities.

's.l__l_l_"\_ilyal of REpgésental_Ions dnd Warranties. All representations, warranties, and agreements made by Grantor in this
Deed' of Trist shall survive the execution and delivery of this Deed of Trust, shall be continuing in nature, and shail
remain.in full force and effect until such time as Grantor's Indebtedness shall be paid in full.

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

Proceedings. If any proceeding in condemnalicn is filed, Grantor shall promptly natify Lender in writing, and Granter
shall promptly take such steps as may be necessary lo defend the action and obtain the award. Grantor may be the
nominal party in such proceeding, but Lender shall be entitied to participate in the proceeding and to be represented in
the proceeding, by counsel of its awn choice all at Grantor's expense, and Grantor will deliver or cause fo ba delivered to
Le::ttijgr st,uch Instruments and documentation as may be requested by Lender trom time to time to permit such
participation. A

Application of Net Proceeds. [f-all-gr any part of the Property is condemned by eminent domain proceadings or by any
proceading or purchase-in lieu of condemnation, Lender may at its election require that all or any porfion of the net
praceeds of the award be applied fothe Indebledness or the repair or restoration of tha 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.

IMPOSITION OF TAXES, FEES AN} CHARGES BY GOVERNMENTAL AUTHORITIES. The following pravisions relating ta
governmental taxes, fees and charge$ are g-part of this Deed of Trust:

Current Taxes, Fees and Charges. Lipon request by Lender, Grantor shall execute such documents in addition to this
Deed of Trust and take whatevar. other action is requested by Lender to perfect and continug Lender's lien on the Real
Property.  Grantor shall reimburse Lender forralltaxes, as described below, together with aii expensses 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 congfitute 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 secired by this Deed of Trust; (2) a specific tax on Grantor which
Grantor is authorized or requireq to deductfrom payments on the Indebtedness secured by this type of Deed of Trust;
(3} a tax on this type of Deed df Trust chargeabis against the Lender or the holder of the Note; and (4) a specific tax
on alf or any portion of the Indelitedness or on payments of principal and interest made by Grantor.

Subsequent Taxes. If any tax fp which this section applies is enacted subsequent to the date of this Deed of Trust, this
eveni shall have the same effect as an Event of Defaull, and Lender may exercise any or all of its available remadies for
an Event of Default as provided below unless Grantor either(1) “pays the tax before it becomes delinguent, or (2)
contests the tax as provided above in the Taxes and Liens séclion and deposits with Lender cash or a sufticient
corporate suraty bond or other sgeurity satisfactory to Lender.”

SECURITY AGREEMENT; FINANCING STATEMENTS. The Féilowing _proﬁsions relating to this Deed of Trust as a security
agreement are a part of this Deed of Jrust: I

Security Agreement. This instrliment shall constitute a Securlty Agreament to the extent any of the Property constitutes
fixtures, and Lender shall have all of the rights of a secured party under.thé Uniform Commercial Code as amended from
tima to time. ; S Lo

Security inferest. Upon requedt by Lender, Grantor shall exesute financing statements and take whatever ather action
is raguested by Lender to perfec} and continue Lendar's security interest in the Rents and Personal Property. [n addition
to recording this Deed of Trust in the real proparty records, Lender may, at.any.time and without further authorization
from Grantor, file executed counterparis, 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.securiy interest. Upon default, Grantor
shall not remove, sever or detach the Personal Property from the Property. Upocn default, Grantor shall assemble any
Personal Properly not affixed to the Property In a manner and at a place reagonably convenient to Grantor and Lender
and make It available to Lender within three (3) days after recsipt of writtendemand from Lender to the extent permitted
by applicable law. R -

Addresses. The mailing addresses of Grantor (debtor) and Lender (secured ‘pé'ﬁjr")__frdﬁ_)_.:-\‘i'rhich information concerning
the security interest granted by this Dead of Trust may be obtained {sach as required by the Uniform Commercial Code)
are as stated on the first page of }his Deed of Trust. P A

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provisions relating 16 further®assurances and
attorney-in—fact are a part of this Deeq of Trust: : A

Further Assurances. At any tilne, and from time to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause to be madg, executed or delivered, to Lender or to Lender's designee,.dnd when.requested by
Lender, cause to be filed, recorged, refiled, or rerecorded, as tha case may be, at such timés and in-such offices and
places as Lender may deem {§ppropriate, any and all such morigages, deeds of lrust, Secunty.-deeds, securily
agreements, financing statements, continuation statements, instruments of further assurance,. cerlificates, and other
gocumanis as may, in the sole §pinion of Lender, be necessary or desirable in order to effectugle, complets, perfect,
continue, or preserve (1) Grantfr's obligations under the Note, this Deed of Trust, and the Related Documénts, and (2)
* ihe tiens and security iriterests created by this Deed of Trust as first and prior liens on the Property, whether now owned
or hereafter acquired by Grantot Uniess prohibited by law or Lender agrees to the contrary in writing; Grantor “shatl
reimburse Lender for all cosls anﬁ expenses incurred in connection with the matters referred to in this paragraph..

Attorney=in-Fact. If Granior failp o do any of the things referred to in the preceding paragraph, Lender may do se'for -
and in the name of Grantor and kt 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 desiralfle, in Lender's sofe opinion, to accomplish the matters referred to in the preceding -~
paragraph. E
FULL PERFORMANCE. !f Grantor pays all the Indebtedness when due, and otherwise performs all the abligalions imposed:*
upon Grantor under this Deed of Trust, Lender shall execute and deliver to Trustee a reguest for full reconveyance ang shall
execute and deliver to Grantor suitale statements of lermination of any financing statement on file evidencing Lender's |
security interest in the Renls and thel Personal Properly. Any reconveyance fee shall be paid by Grantor, If permitted by
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applrcable jaw. The grantee in any reconveyance may be described as the "person or persons legally entitled thereto”, and
the-recitals in Ihe reconveyance of any matters or facts shall be conciusive proof of the truthfulness of any such matters or
.facls

EVENTS OF DEFALI.T Each of the following, at Lender's option, shall constitute an Event of Default under this Deed of
Trust:

*'Paymem Dbfault Grantor fails to make any payment when due under the Indebtedness.

Other Defaults, Grantor fails to comply with or to perform any other term, obligation, covenant or condition contained in
this-Dead of Trustor-in any of the Relaled Documents or lo comply with or to perfarm any term, obligation, covenant or
condition contarned in-any other agreement between Lender and Grantor.

Compllance Default .Failure to comply with any other term, obligation, covenant or condilion contained in this Deed of
Trust, 1tie Note ‘or:in any ot the Related Documents. If such a fallure is curable and if Grantor has not been given a
notice of a breach of the same provision of this Deed of Trust within the preceding twelve (12) months, it may be cured
{and no Event of Defaulf 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, immedialely initiates
steps sufficient to-ture the failire and thereafter continues and completes all reasonable and necessary steps sufficient
to produce compliance’ ag soon‘ag reasonably practical.

Default on Ofher 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,

Environmental Defaiilt, Failiire,.of any. party to comply with or perform when due any term, obiigation, convenant or
condition contained in any gnvironmental agreement executed in connection with the Property.

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

Defective Collateralization, THE Deed of Trust or any of the Related Documenls ceases fo ke in full force and effect
(including failure of any col|araral document to creale a valid and perfected security interest or lien) at any time and for
any reason. . 3

Death or Insolvency. The death of any Grantor, ihe 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 bankruptey or inscivency laws. by or against Grantor,

Creditor or Forfeiture Proceedings. Commencement of foreclosure or forfelture proceedings, whether by judicial
proceeding, self-help, repossession or any other‘method, by any crediter of Grantor or by any governmental agency
against any property securing the Indebtedngss. . This includes a garnishment of any of Grantor's accounts, including
deposit accounts, with Lender. However, this Event of Default shall not apply if there is a goad faith dispute by Grantor
as to the validity or reasonableness of the claim which is the basis of the creditor or forfeiture procesding and if Grantor
gives Lender writen notice of the creditor or forféitire proceeding and depaosits with Lender monies or a surety bond for
the creditor or forfeiture proceeding, if'an amount Hdetermined by Lender in its sole discretion, as being an adequate
reserve of bond for the dispute. . '

Breach of Other Agreement. Any breach by Grantor under the terrns of any other agreemsnt between Granfor and
Lender that is not remedied within any grace period-provided therern, including without limitation any agreement
concerning any indebtedness or other cbligation of Grantor io Lender, whether existing now or later.

Events Afecting Guarantor. Any of the preceding even?s ecciirs With. respect to any guarantor, éndorser, surety, or

accommodation party of any of the Indebtedness or any guarantor, endprser; surety, or accommedation party dies or

becomes incompetent, or revokes or dispules the validity of, or liability under; any Guaranty of the Indebledness. In the

event of a death, Lender, at its option, may, but shall not be required lo, ‘pérmit the guarantors estate to assume

témcondrironar'ly the obligations arising under the guaranty in a marner satrslactory to Lendsr, and, in doing so, cure any
vent of Default. ;

Adverse Change. A materia! adverse change occurs in Grantor's ﬂnancral condmon, or Lender believes the prospect of
payment or performance of the Indebiedness is impaired. .

Right to Cure. If such a failure is curable and if Grantor has not been given“ a_.notice ot aﬁbreach of the same provision
of this Deed of Trust within the preceding twelva (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: (g) cures the failure within fiftean
(15) days; or (b if the cure requires mare than fitieen (15) days, immediately initiates staps’ sufficient to cure the fallure
and thereatter continues and completes all reasonable and necessary steps sufficient to produce compliance as soon as
reasonably practical.

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

Election of Remedies. Elsction by Lender to pursue any remedy shall not exclude pursuit of any other remedy, and an
election to make expenditures or to take aclion to perform an obligation of Grantorunder thié Dead of Trust, after
Granior’s failure to perform, shail not affect Lender’s right to decldre a defauit and exercise its remedres

Accelerate Indebtedness. Lender shall have the right at its option to declare the entire Indebledness |mmed1ately due
and payable, including any prepayment penalty which Grantor would be required to pay.

Foreclosure. With raspect to all or any part of the Real Property, the Trusiee shali have the rlght 1o’ exorc;se rts power of
sale and to foreclose by notice and sale, and Lender shall have the right 1o foreciose by jUdlCia| foreclosure. in erlher
case in accordance with and to the full extent provided by applicable law.

UCC Remedies. With respect to all or any part of ihe Personal Praperty, Lender shall have all the rlghts and remedles ‘of
a secured party undar the Uniform Commercial Code.

Collect Rents. Lender shall have the right, without notice to Grantor to take possession of and manage the Property

and collect the Rents, including amounts past due and unpaid, and apply the net proceeds, over and above Lender’s

costs, against the Indebtedness In furtherance of this right, Lender may require any fenant or other user of the Fropardy.

to make payments of rent or use fees directly to Lender. |f the Rents are collected by Lender, then Grantor irevocably -
designates Lender as Grantor's attorney-in-fact to endorse instruments received in payment thereof in thé.name of .=~ " |
Grantor and to negotiate the same and collect the proceeds. Payments by tenants or other users to Lender in respanse .~

lo Lender’s demand shall satisfy the obiigafrons for which the payments are made, whether or not any proper grounds:

tor the demand existed. Lender may exercise its rights under this subparagraph either in person, by agent, or through a
receiver.

Appoint Receiver. Lender shall have the right fo have a receiver appointed to take possession of all or any part of the e
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Property, with the power to pratect and preserve the Property, to operate the Praoperty preceding or pending foreclosure

i 7."orsale, and to collect the Rentb from the Property and apply the proceeds, over and above the cost of the receivership,

© 7 -ageinst the Indebledness. Tha receiver may serve without bond it permitted by law. Lender’s right to the appointment

of-a receiver shall exist whethdr or not the apparent value of the Properly excesds the Indebtedness by a substantial
:::aqjdijnt.“--f_impioymenl by Lendér shall not disqualify a person from serving as a receiver.

i Tenancy &l Sufferance. if Graptor remains in possession of the Property after the Property is sold as provided abaove or

* Lender gtherwisa becomes entitled to possession of the Property upon defaull of Grantor, Grantor shall bacome a
+tenant at sufferance of Lender or the purchaser of the Property and shall, at Lenders option, either (1) pay a
Teasonable rental for the use ofjthe Property, or (2) vacate the Property immediately upan the demand of Lender.

gtt':ér'"'Re_medieé}._T-rustee or Lpnder shall have any other right or remedy provided in this Deed of Trust or the Note or
Y law. 0% s

Notice of Sale. ‘Lender shall dive Grantor reasonabie nolice of the time and place of any public sale of the Personal
Property or of the time after which any private sale or other intended disposilion of the Personal Property is to be made.
Reasonable notice shall mean Mctice given at least ten (10} days befare the time of the sale or disposition. Any sale of
Personal Property may be‘made in conjunction with any sale of the Reat Property.

Sale of the Property. To tfie extent permilted by applicable law, Grantor hersby waives any and all rights to have the
Property marshalled. In‘exercising its rights and ramedies, 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 enfitled to bid al any public sale on all
or any portion of the Property. ..

Altorneys’ Fees; Expenses. |f Lender insfitules any suit or action to enforce any of the terms of this Deed of Trust,
Lender shall be entilied lo:recover such sum as the court may adjudge reasonable as attorneys’ fees at trial and upon
any appeal. Whether or not any couit action is involved, and to the extent not prohibited by law, all reasonable
expenses Lender incurs -that in Lender's opinion are necessary at any tims for the protection of ifs interest or the
enforcement of its rights shall. bacome a part.of the Indebtedness payable on demand and shall bear interest at the Nols
rate from the dale of the expehdilure.untit repaid. Expenses covered by this paragraph include, without limitation,
however subject to any limits under applicable law, Lender’s attornays’ fees and Lender’s legal expenses, whether or not
there is a lawsuit, including attprrieys” fees and expenses for bankrupicy proceedings (including efforts to modify or
vacate any automatic stay or irffunction), appéals; and any anlicipated post-judgment coilection services, the cost of
searching records, obtaining tile reports (inclliding foreclosure reporis), surveyors' reports, and appraisal fees, tille
insurance, and fees for the Trustas; to.the. extent permitted by applicable law. Grantor alse will pay any court costs, in
addition to ali other sums provided by law, .

Rights of Trustee. Trustee shaf have all of the rights‘and duties of Lender as set forth in this section.

POWERS AND OBLIGATIONS OF TRUSTEE. ;T'he_:_--foll_owing provisions relating to the powers and obligations of Trusiee
{pursuant to Lender's instructions) arg part of this Deed.of Trust:

Powers of Trusiee. in additionjto ali powers.of Trustes arising as a matter of law, Trustee shall have the power to take
the tollowing aclions with respaqt to the Property:upon the written request of Lender and Grantor: (a) join in preparing
and filing a map or plat of the Feal Property, including the dedication of streets or other rights to the public; (k) join in
granting eny easement or creafing any restriction”on the Real Property; and (¢} join in any subordination or other
agreement affecting this Deed of!Trust or the interest of Lender under this Deed of Trust.

Obligations to Nofity. Trustes bhall not be obligated to-nofify any other party of a pending sale under any other trust
deed or lien, or of any action of proceeding in which Grantor, Lender, or Trustee shall be a party, unless required by
applicable law, or unless the actibn or proceeding is brought by Tgu's't_g.e.

Trustee. Trustee shell mee! alijqualifications required for Trustes-under dpplicable law. In addition to the rights and
remedies set forth above, with réspect to all or any parl of thé Property,-the Trustes shall have the right to foreclose by
notice and sale, and Lender shall have the right to foreclose by judicial-forectosure, in either case in agcordance with and
to the full extent provided by applicable law. L

Successor Trustee. Lender, at Lender's option, may from fime to time appoint a successor Trustee to any Trustee
appointed under this Deed of Trist by an insfrument executed and acknowledged by Lender and recarded in the office
of the recorder of Whaicom County, State of Washington. The instrument shall ¢ontain, in addition to alf other matters
required by state law, the name$ of the original Lender, Trustee, and Grantor, the book. and page or the Auditor's File
Number whera this Deed of Trugt is recorded, and the name and address 6f the successor trustes, and the instrument
shall be executed and acknowleqged by Lender or ils successers in interest. The successor trustee, without conveyance
of the Property, shall succeed tojall the title, power, and duties conferred upan the Trustee in this Deed of Trust and by
applicable law. This procedurd for substitution of Trustee shall govern to ‘the-exclusion of all other provisions for
substitution.

NOTICES. Subject to applicable law| and except for notice required or allowed by law fo be’ given in another manner, any
netice required to be glven under thig Deed of Trust, including without limitation any noficeof default and any notice of sals
shall be given in writing, and shall be effective when actually delivered, when actually.received by telefacsimile {unless
otherwise required by law), when degosited with a nationally recognized overnight courier,.or,.if méilad, when deposited in
the United States mail, as first class, $erlified or registered mail postage prepaid, directed to the-addreésses:shown near the
beginning of this Deed of Trust. All gopies of notices of foreclosure from the hotder of any lien which-hag priority over this
Deed of Trust shall be sent to Lander's address, as shown near the beginning of this Deed of Trugt! Any party may change its
address for notices under this Deed of Trust by giving formal wrillen notice to the other parties, specifying that the purpose of
the notice is to change the party’s address. For notice purposes, Grantor agrees fo keep Lender informed.at all times of
Grantor's current address. Subject to erpIicabIe law, and excep! for notice required or allowed by. law lo-ba-given in_ancther

manner, if there is more than one Grjintor, any nofice given by Lender to any Grantor is deemed 1o be nolice given to all

Grantors. o _ SR T

MISCELLANEOUS PROVISIONS. TtholIowing"misﬁéll'anéoils provisions are a part of this Deed of Trust: " .~ "% %
Amendments. This Deed of Trust, together with any Relaled Documents, constitutes the entire Undérslandlng‘ahd
agreement of the parties as to thy matters set forth in this Deed of Trust. No alteration of or amendment o this Deed of:
Trust shall be effective unless given in writing and signed by the party or parties sought o be charged or bound bythe ;
alteration or amendment.
Annual Reports. |f the Propertyl is used for purposes other than Grantor's residence, Grantor shall furnish.to Lender, .
upon request, a cerfified statement of net operating income received from the Property during Grantor's previous fiscal -~ .+
year in such form and detail as|Lender shall raquire. "Net operafing income” shall mean all cash recsipts from the -
Property less all cash expenditurés made in connection with the operation of the Property. ERE

Capiion Headings. Caption headings in this Deed of Trust are for convenience purposes only and are not to be uéad*to
interpret or dsfine the provisions ¢f this Deed of Trust.
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£ erger There shall be no mergar of the interest or estate created by this Deed of Trust with any other interest or estate
 Finthe Property at any time held by or tor the benefit of Lender in any capacity, without the written consent of Lender.

t."Govermng Law. This Deed of Trust will be governed by, construed and enforced in accordance wilh federal faw
and, the laws of the State of Washington. This Deed of Trust has been accepted by Lender in the Slate of
Washlngton

Cholce ot Venue if there is a lawsuit, Grantor agrees upon Lender’s request to submit to the jurisdiction of the courts of
Whatcom County State of Washington.

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

No Wal\rer by Lender ‘tender shall not be desmed to have waived any rights under this Deed of Trust unless such
waiver is given in‘wrifing and signed by Lender. No delay or omission on the part of Lender in exercising any right shall

operate as a waiver of suich right or any other right, A waiver by Lender ot a provision of this Deed of Trust shall not
prejudice or consfitute a waiver of Lender’s right otherwise to demand strict compliance with that provision or any other
provision of thig Dead of Trust:” No prior waiver by Lender, nor any course of dealing between Lender and Grantor, shail
constitute a waiver of any: of Lender's rights or of any of Grantor's obligations as to any future transactions. Whenever
the consent of Lender is required:under this Deed of Trust, the granting of such cansent by Lender in any instance shall
not constitute continuing conseht to subsaguent instances where such consent is required and in all cases such consent
may he granted or mthheld in the <dle. dlscrehon of Lender.

Severability. If a court’ of competent jurisdiction finds any pravision of this Deed of Trust to be illegal, invalid, or
unenforceable as to any person or circumstance, that finding shall not make the offending provision illegal, invalid, or
unenforceable as to any other person or circumstance. If feasible, the offending provision shall be considered modified
so that it becomes legal, valid. and entoroeable If the offending provision cannot be so madified, it shali be considered
deleted from this Deed of Trust.-“Uniess-otherwise required by law, the illegality, invalidity, or unenforceability of any
provision of this Deed of Trust-shalk not attect the legality, validity or enforceability of any other provision of this Deed of
Trust.

Successors and Assigns. Sub)ect to any. |1m|tat|ons stated In this Deed of Trust on transfer of Grantor's interest, this
Deed of Trust shall be binding upon and-inure toithg benefit of the parties, their successors and assigns. If awnership of
the Property becomes vested in a persen ctherthan Grantor, Lender, without notice to Grantor, may deal with Grantor's
successors with reference to this Deed of ‘Trust and the Indebtedness by way of forbearance ar extension without
releasing Grantor from the obligations of lhrs Deed ot Trust or liability under the Indebtedness.

Time is of the Essence. Time s of the ess_._er_rce u_r__}.the_performance of this Deed of Trust.

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

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

DEFINITIONS. The following capitalized words and terms shall have the tollowing meanings when used in this Deed of Trust.
Unless specifically statad to the conlrary, all references to dollar amounts: shall mean amounts in lawful money of the United
States of America. Words and terms used in the singular shall rnclude the:piural, and the plural shall include the singular, as
the context may require. Words and terms nol otherwise defmed in this Deed of Trust shall have the meanings aftributed to
such terms in the Uniform Commarcial Code: .

Beneficiary. The word "Beneficiary" means Horizon Bank, and lts suc‘.cessors and assigns.

Borrower. The word "Botrower" means S Philip Kairez and Carolyn E Kéirez; and all other persons and entilies 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 securily interast provisions relating lo the’ Personal Property and Rents.

Defaull. The word "Default” means the Detauit sat forth in this Deed ot Trust in the sectlon titted "Dafault".

Environmental Laws. The words "Envircnmental Laws" mean any and all state; tederal ‘and local statutes, regulations
and ordinances relating to the protection of human health or the envirohment, including without fimitation the
Comprehensive Environmantal Response, Compensation, and Liability Act of 1980, as:amended, 42 U.S.C, Section
9601, et seq. ("CERCLA"), the Superfund Amendments and Reauthorizatior:. Act of 1986; Pub. L. No. 99-499 ("SARA"),
the Hazardous Materials Transportation Act, 49 U.S.C. Section 1801, et seq., thé Resource Conservation and Recovery
Act, 42 U.5.C. Section 6901, at seq., or other applicable state or tederal laws, rules, or regulatlons adopted pursuant
thereto.

Event of Default. The words "Event of Default” mean any of the events of default set torth an th|s Deed of Trust in the
events of default section of this Deed of Trust. 3 .

Grantor. The word "Grantor” means S Philip Kairez and Carolyn E Kairez.

Guaranty. The word "Guaranty" means the guaranty from guarantor, endorser, surety or: aooommodatlon party to
Lender, including without limitation a guaranty of all or part ot the Note.

Hazardous Substances. The words "Hazardous Substances" mean materials that, because ot therr quantity,
concentration or physical, chemical or Infectious characteristics, may cause or pose & present or-gpgtential hazard to
human health or the environment when improperly used, treated, stored, dlsposed of, getieratad, mantfaciured,
transported or otherwise handled. The words "Hazardous Substances™ are used in their very:-broadest sense:.and
include without limitation any ard ail hazardous or tuxic substances, materials or waste as defined by or listec under'the
Environmental Laws. The term "Hazardous Substances” also includes, without limitation, petroleum aﬂd petroleum
by-products or any fraction thereot and asbestos.

improvements. The word "lmprovements” means all existing and future improvements, buildings, structures, mobrle‘

homes affixed on the Real Property, facilities, additions, replacements and other construction on the Real Proper’ry

Indebtedness. The word "Indebledness” means all principal, interest, and other amounts, costs and expenses pavabte:f

under the Note or Related Documants, together with all renewals of, extensions of, modifications of, consolidations’ of
and substitutions for the Note or Related Documents and any amounts expended or advanced by Lender fo dlscharge :

Grantor's obligations or expenses incurred by Truslee or Lendsr lo enforce Grantor's obligations under this Deed ol__.:" )

Trust, together with interest on such amounls as provided in this Deed of Trust.
Lender. The word "Lender” means Horizon Bank, its succassars and assigns.

Note. The word "Note"™ means the promissory note dated May 28. 2002 In the arjginal principal amount of .-
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© $422,400.00 from Grantor th Lender, logather with all renewals of, extensions of, modifications of, refinancings of,
; » ~consolidations of, and substitufons for the promissary note or agreement. The maturity date of this Deed of Trust is July
Fi 42007,

Personal Property, The words "Persanal Property” mean all aquipment, fixtures, and other articles of personal property
‘now or hereafler owned by Grantor, and now or hereafter attached or affixad to the Real Property; togsther with all
i accessions, parls, and additions to, all replacements of, and all substitutions for, any of such property; and together with
: allissues and profits thereon and proceeds (including without limitation all insurance proceeds and refunds of premiums)
. from any-safe or other disposition of the Property.

Property The wp’r_d “Property" means collactively 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 Documents. The words "Related Documents” mean all promissory noles, credit agreements, loan agreements,
environmental agraements, guaranties, securily agreements, mortgages, deeds of trust, security deeds, collateral
mortgages, and &l other. ihstruments, agreements and documents, whether now or hersafter existing, executed in
connection with the-indebtedness.

Rents. The word "Rents" madns all present and future rents, revenues, income, issues, royalties, profits, and other
benefits derived from the Property.

Trustee. The word 'T(ysfée""fﬂea;}s Westward Financial Services Inc, whose mailing address is 1500 Cornwall Avenue,
Bellingham, WA 58225 and a_nyl s__qt_:stiguie or successor trustees,

EACH GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND EACH
GRANTOR AGREES TO [TS TERMS.

GRANTOR:

INDIVIDUAL ACKNOWLEDGMENT
STATE OF Q,} ash J«hf' ‘7%\_/ )
COUNTY OF WW?\_J “ ,

On this day before me, the underigned Notary Public, personally -a‘g_pe'é'telif‘s Philip Kairez and Carolyn E Kairez,

personally known to me or proved to me on the basis of satisfactory evidente to be the individuals deseribed in and who

executed tha Deed of Trust, and acknowledged that the_&u&%ﬁ Qe‘ed of Trust as their free and voluntary act and deed,
L g 4

for the uses and purposes therain mentionad. ~ 6;‘15..
o errene,, -k
Given under my hand and official seal this -3' ,‘Q N '-.ﬁ!ﬂﬁpt - s 2002 —
Z - @Q RS
B 7 —— : Residingal’ 4
¥ 4 10 : = e
. P 7 H : B
Notary PtRc in and for4he State of PUBLIC X }dy commlssm[_) expires 4' / y v=2
. A TR 2
\\\\ ()FWAS\'\“‘LJ’
\\\\\3\»

REQUEST FOR FULL RECONVEYANCE -
To: , Trustee e

The undersigned is the legal owner apd holder of all indebtedness secured by this Deed of Tr‘us_t-.:" Yo"t_:_‘:."a“'re"he‘rep-y requested,
upon payment of all sums awing tojyou, to reconvey without warranty, to the persons entitled.-thereto, the right, fitle and
interest now held by you under the Dged of Trust. S

Date: Beneficiary:
By:
Its:

LASEA PAO Landing, Var $.13.20.08 Copr. Harland Finarcial Solutiens, inc. 1992, 2002, All Righis Resarvad. - WA PACFIWINACFILPLAGOIFC TRQR:HF._.
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That portion of the Southeast quartef of the Southwest quarter of Section 13, Township
38 North, Range 2 East of W.M., particularly bounded and described as follows, to-wit:

" Beginining at a point on the Northeast line of the Northwest Diagonal Road 2091.88 feet

; Southeast from the point of inlersection of said road line with the South line of MclLeod

: Road,.in-said Section 13; thence South 26°7' East along said Northwest Diagonal Road
“line aforesaid 80 feet; thence North 63°25' East 319.5 feet; thence North 89.44 feet;
therice South 63°25' Wesl 358.85 feet to the point of beginning.

Excepl that portion thereof lying Northwesterly of an existing fenceline and its

projections as-tonveyed lo Peggy Larson by deed recorded May 16, 1979, as Auditor's

File No. 1323873. "

In this desériptidh::--tthé'_'j'iﬁes of McLeod Road are assumed to be East and West and
North and South.exactly-al right angles to said road lines. : ‘

Situate in Whatcom County, Washington.

legal Description-:__f-érc,.:;ropg,rt'y"‘t’o be used for additi.onal collateral
purposes only: 902 25th-Street, Anacortes, WA 98221

Parcel # 3794-001-003-0009 (P57308) |

Lots 1, 2 and 3, Block I, HENSLER'S FIRST ADDITION TO ANACORTES,
according to the plat thereof recorded in Volume 3 of Plats,

Pages 46, records of Skagit .County, Washingtom.
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