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THIS DEED OF TRUST is dated September 11, 2002, among John W Hilts, whose address is
17051 Gailee Dr, Burlington, WA 98233; as his separate estate ("Grantor"); Horizon Bank,
whose mailing address is Burlington Office, PO Box 642 / 1020 South Burlington Bivd,

Burlington, WA

98233 (referred to below sometimes as “Lender’ and sometimes as

"Beneficiary”); and Westward Financial Services Inc, whose mailing address is 1500 Cornwall
Avenue, Bellingham, WA 98225 (referred to below as “Trustee")
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CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale, right
of entry and possession and for the benefit of Lender as Beneficlary, all of Grantor's right, titls, and interest in and to the
following described:real property, togetjer with all existing or subsequently srected or affixed buildings, improvements and
fixtures; aft easements, rights of way, gnd appurtenances; all water, water rights and ditch rights (including stock in utilities
with ditch or irrigation rights); and all other rights, royalties, and profits relating to the real property, including without limitation

all minetals, oil, gas; geothermal and siilar matters, (the “"Real Property") located in Skagit County, State

of Washington: .~

Lot 21, "VEDERE TERRALE, SKAGIT COUNTY, WASH.", as per plat recorded in Volume 7
of Plats, page 84, records of Skagit County, Washington.

The Real P'roper'tj'r qr"i‘:"t's' addiress is commonly known as 17051 Gailee Dr, Burlington, WA
98233. The Real Property tax identification humber is 5035-000-021-0006 P70162

REVOLVING LINE OF CREDIT. ‘Spegifically, in addition to the amounts specified in the Indebtedness definition, and
without Iimitatién, this Deed of Trustfsecures a revoiving fine of credit,with a variable rate of interest, which obligates
Lender to make advances to‘Grantorfup to the credit limit so long as Grantor complies with all the terms of the Credit
Agreement and the line of credit his not been terminated, suspended or cancelled; the Credit Agreement allows
negative amortization. Such adwéincks.may be made, repaid, and remade from time to time, subject to the limitation
that the total outstanding balance owing at any one time, not including finance charges on such balance at a fixed or
variable rate or sum as provided in.fhe Credit Agreement, any temporary overages, other charges, and any amounts
expended or advanced as provided|in either the Indebtedness paragraph or this paragraph, shall not exceed the
Credit Limit as provided in the Gredit Agreement. [t Is the intention of Grantor and Lender that this Deed of Trust
secures the balance outstanding unfler the Credit Agreement from time to time from zero up to the Credit Limit as
provided in this Deed of Trust and-any intérmediate balance. Funds may be advanced by Lender, repaid, and
subsequently readvanced. The unpaid balance of the revolving line of credit may at certain times be lower than the
amount shown or zero. A zero bajance ddes not terminate the line of credit or terminate Lender's obligation to
advance funds to Grantor. Thereforg, thelien of this:Deed of Trust will remain in full force and effect notwithstanding
any zero balance. T e

Grantor hereby assigns as security to Lender, all‘of Grantor's right, title, and interest in and 1o all leases, Rents, and profits of
the Property. This assignment Is recorded in accordancé with RCW 65.08.070; the lien created by this assignment is intended
to be specific, perfected and choate ugon the recording of this Deed of Trust. Lender grants 1o Grantor a license to collect
the Rents and profits, which license may be revokéd at Lender's option and shall be autoratically 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, IS |GIVEN TO :SECURE (A) PAYMENT OF THE INDEBTEDNESS AND (B)
PERFORMANCE OF EACH OF GRANTOR'S AGREEMENTS AND OBLIGATIONS UNDER THE CREDIT AGREEMENT,
THE RELATED DOCUMENTS, AND THIS DEED OF TRUST. THIS DEED OF TRUST 1S GIVEN AND ACCEPTED ON THE
FOLLOWING TERMS:

PAYMENT AND PERFORMANGCE. Except as otherwise provided In this ‘Deed of Trust, Grantor shall pay to Lender all
amounts secured by this Deed of Trus{ as they become due, and shall strictly and int & timely manner perform all of Grantor's
obligations under the Credit Agreement] this Deed of Trust, and the-Related Documents.

POSSESSION AND MAINTENANCE OF THE PROPERTY. Gr':anto[__ag_r,aés,that Grantor's possession and use of the Property
shall be governed by the following provisions: BT T e

Possession and Use. Until the decurrence of an Event of Default, Grantor Méy. (1) rermain in possession and control of
the Property; (2} use, operate of manage the Property: and (3} collect the Rents from the Property {this privilege is a
license from Lender to Grantor altomatically revoked upon default). The following provisions relate to the use of the
Property or fo other limitations on the Property. The Real Property isinot used principally for agricultural purposes.

Duty to Maintain, Grantor shall naintain the Property in good condition and ’prpfﬁpﬂy..-perfonn all repairs, replacements,
and maintenance necessary o preserve its value. P

Compiiance With Environmentdl Laws. Grantor represents and warrants to Lender that (1) During the period of
Grantor's ownership of the Proglerty, there has been no use, generation, mapufacture,. storage, treatment, disposal,
release or threatened release of pny Hazardous Substance by any person on, ‘under, about or from the Property; (2)
Grantor has no knowledge of, br reason to believe that there has been,:except as previously disclosed to and
acknowledged by Lender in writifg, (a) any breach or violation of any Environmental Laws, (B) any use, generation,
manufacture, storage, treatment, pisposal, release or threatenad release of any Hazardods Substance on, under, about

or from the Property by any prigr owners or occupants of the Property, or (c) any-aciual or threatened litigation or
claims of any kind by any personjelating to such matters; and (3) Except as previously disclosedto gnd acknowledged

by Lender in writing, {(a) neither fGrantor nor any tenant, contractor, agent or other authorized uéer &f the Proparty shal

use, generate, manufacture, storg, treat, dispose of or relsase any Hazardous Substange-en, under, about or from the
Property; and (b) any such actyity shall be condusted in compliance with all applicable:federal, state; and local laws,
regulations and ordinances, inclliding without limitation all Environmental Laws. Grantor authorizes Lender and its
agents to enter upon the Propefty to make such inspections and tests, at Grantor's expense, as’Lender may deem
appropriate to determine complignce of the Property with this section of the Deed of Trust.. Any’ inspections"or tests
made by Lender shall be for Lender's purposes only and shall not be construed to create any responsibility-of liability on

the part of Lender to Grantor or t& any other parson. The representations and warranties contained herein are‘based on
Grantor's due diligence in investigating the Property for Hazardous Substances. Grantor hereby .{1) -feleases and
waives any future claims against[Lender for indemnity or contribution in the event Grantor becomes liablé for cleantsp or
other costs under any such lawg; and (2) agrees to Indemnify and hold harmless Lender against any and all- claims,
losses, liabilities, damages, pendlties, and expenses which Lender may directly or indirectly sustain or“suffer. resulting:
from a breach of this section of fhe Deed of Trust or as a consequence of any use, generation, manufacture, storage,
disposal, release or threatened rflease occurring prior to Grantor's ownership or interest in the Property, ‘whether o not.* .
the same was or should have been known to Grantor. The provisions of this section of the Deed of Trust, including the .
obligation to indemnity, shall sunfive the payment of the Indebtedness and the satisfaction and reconveyanceof the-liep- |
of this Deed of Trust and shalll not be affected by Lender's acquisition of any interest in the Property, whether-by -
foreclosure or otherwise. L

Nuisance, Waste. Grantor shallinot cause, conduct or permit any nuisance nor commit, permit, or suffer any stripping.of™ .
or wasts on or o the Property orlany portion of the Property. Without limiting the generality of the foregoing, Grarttor Wil
not remove, or grant to any otifer party the right to remove, any timber, minerals (including oil and gas}, coal, clay;”
scoria, soil, gravel or rock produdts without Lender's prior written consent. '

R
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P __Removal of improvements. Grantor shall not demolish or remove any Improvements from the Real Property without
¢ /" Lender's prior written consent. As a condition 1o the removal of any Improvements, Lender may require Grantor to make
_~arrangéiments satistactory to Lender to replace such Improvements with Improvements of at least equal value.

Lender's nght to Enter. Lender and Lender's agents and representatives may enter upon the Real Property at all
-redsonable times to attend to Lender's interests and to inspect the Real Property for purposes of Grantor's compliance
: with the terme and conditions of this Deed of Trust.

'*Cempllanoe with- Governmental Requirements. Grantor shall promptly comply, and shall promptly cause compliance
by all"agents, tenants or other persons or entities of every nature whatsoever who rent, lease or ntherwise use or occupy
the’ Froperty in_any manner, with all laws, ordinances, and regulations, now or hereafter in effect, of all governmental
authoritips” applrcabie to the use or occupancy of the Property. Grantor may contest in good faith any such law,
ordrnance. or:reégulation and withhold compliance during any proceedrng, including appropriate appeals, so long as
Grantor-nas notified Lender in writing prior 10 doing so and so long as, in Lender's sole opinion, Lender's interests in the
Property are not’jecpardized. Lender may require Grantor to post adequate security or a surety bond, reasonably
satisfactory to Lender to prelect Lender's interest.

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

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lender's option, (A} declare immediately due and payable all
sums secured by this Deed of Trust or{B). increase the interest rate provided for in the Credit Agreement or other document
svidencing the Indebtedness and- |mpose such other conditions as Lender deems appropriate, upon the sale or transfer,
without Lender's prior written consent, of all or any part of the Real Property, or any interest in the Real Property. A “sale or
transfer" means the conveyance of Real Property or any right, title or interest in the Real Property; whether legal, beneficial or
aquitable; whather voluntary oriinvaluntary; whether by outright sale, deed, installmant sale contract, land contract, contract
for deed, leasshold interest with-a term greater than three (3) years, lease-option contract, or by sale, assignment, or transfer
of any beneficial interest in or to any1and trust holding title to the Real Property, or by any other method of conveyance of an
interest in the Real Property. Howdver, tms optron shall not be exercised by Lender if such exercise is prohibited by federal
law or by Washington law.

TAXES AND LIENS. The following provusrons relatrng to the taxes and liens on the Property are part of this Desd of Trust:

Payment. Grantor shall pay when: due {and in all events prior to definguency) all taxes, special taxes, assessments,
charges (including water and sewer), i ines and impositions levied against or on account of the Property, and shall pay

when due all claims for work done on or for services:-tendered 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,

except for the lien of taxes and assessments not due except for the Existing Indebtedness referred to below, and except
as ctherwise 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 interest in the Property is not jeopardized. If a lien arises or is
filed as a result of nonpayment, Grantor shall within“fifteen (15) days after the lien arises or, if a lien is filed, within fifteen
(15) days after Grantor 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 bond or other sécurity satisfactory to Lender in an amount sufficient to
discharge the lien plus any costs and attorneys’ fees, or othér charges.that could accrue as a result of a foreciosure or
sale under the lien. In any contest, Grantor shall defend itself-and Lender and shall salisfy any adverse judgment before
enforcement against the Property. Grantor shall name Lender as an addmonal obligee under any suraty bond furnished
in the contest proceedings.

Evidence of Payment. Grantor shall upon demand furmsh to Lender satisfaotory evidence of payment of the taxes or
assessments and shall authorize the appropriate governmental offrcral to dehver to Lender at any time a written statement
of the taxes and assessments against the Property.

Notice of Consiruction. Granior shall notify Lender at least flﬁeen (15) days before any work is commenced, any
services are furnished, or any materials are supplied to the Property,:if any miechanic’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 fumish to
Lender advance assurances satisfactory to Lender that Grantor can and.will-pay.-the costof such impravements.

PHOPERTY DAMAGE INSURANCE. The following provisions relaling to msurmg the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and maintain pollcuee of fire msurance with standard extended
coverage endorsements on a replacement basis for the full insurable value covering all ‘Improvements on the Real
Property in an amount sufficient to avoid application of any coinsurance clause, ‘and with a-standard mortgages clause in
favor of Lender, tagether with such other hazard and liability insurance as Lender may.réasénably require. Policies shall
be written in form, amounts, coverages and basis reasonably acceptable to Lender-and issysd.by a company or
companies reasonably acceptable to Lender. Grantor, upon request of Lender, will deliver to Lender from time to time

the policies or cerfificates of insurance in form satisfactory to Lender, including strpulatrons ‘that coverages will nct be
cancelled or diminished without at least ten (10} days prior written notice to Lender. “Eath insurance polrcy 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 Director of
the Federal Emergency Management Agency as a special flood hazard area, Grantor agrées to obtain. gitd maintain
Federal Flood Insurance, it available, within 45 days after notice is given by Lender that the Property is-logated in a
special flood hazard area, for the full unpaid principal balance of the loan and any prior liens on the property securing

the loan, up to the maximum policy {imits set under the National Flood Insurance Program, or as- othervwse requrred 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 Preperty Lender may
make proot af loss i 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 fo
the reduction of the Indebtedness, payment of any lien affecting the Property, or the restoration and repair.of the
Properly. If Lender elscts to apply the proceeds to restoration and repair, Grantor shall repair or replace the damaged-6r
destroyed Improvements in a manner satisfactory to Lender. Lender shall, upon satisfactory proof of such expenditure,
pay or reimburse Grantor from the proceeds for the reasonable cost of repair or restoration if Grantor is not i default &
under this Deed of Trust. 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 after payment in full of the Indebtedness, such proceeds

shall be paid without interest to Grantor as Grantor's interests may appear.
Compliance with Existing Indebtedness. During the period in which any Existing Indebtedness described below is in

PR
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[ eflect, compliance with the insurangs provisions contained in the instrument evidencing such Existing Indebtedness shall
J / constitute compliance with the insifance provisions under this Deed of Trust, to the extent compliance with the terms of
" thié Deed of Trust would constitute a duplication of insurance requirement. If any proceeds from the insurance become
~payabla.on lass, the provisions ir] this Deed of Trust for division of proceeds shall apply only to that portion of the
procesds not payable to the holderiof the Existing Indebtedness.

LENDER'S EXPENDITURES. ff Grdntor falls (A) to keep the Property free of alf taxes, liens, securily iterests,
encurhbtances, and:other claims, (B){ to provide any required insurance on the Property, (C) to make repairs to the
Propefty ‘er to.comply with any obligatioh to maintain Existing Indebtedness in good standing as required betow, then Lender
may do'so.” If any action'.or proceeding is commenced that would materially affect Lender's interests in the Property, then
Lender on Grantor’s hehaif-may, but ig not required to, take any action that Lender believes to be appropriate to protect
Lender's interests. . All expenses incurfed or paid by Lender for such purposes will then bear interest at the rate charged
under the Cregit Agrésient from the dafe incurred or paid by Lender to the date of repayment by Grantfor. All such expenses
will become a'part of tha Indsbitednesg and, at Lender's option, will {A} be payable on demand; (B) be added to the
balance of the Credit Agreement and be apportioned among and be payable with any installment payments to become due
during either (1) the termy'of any. appligable insurance policy; or (2) the remaining term of the Credit Agreement; or {C) be
treated as a balloon payment-which will be due and payable at the Credit Agreement's maturity. The Deed of Trust also will
secure payment of these amounts. - The rights provided for in this paragraph shall be in addition to any other rights or any
remedies to which Lehider may be entiled on account of any default. Any such action by Lender shall not be construed as
curing the default so as to bar Lender frpm any remedy that it otherwise would have had.

WARRANTY; DEFENSE OF _TITLEi"' e-following provisions relating to ownership of the Property are a part of this Deed of
Trust:

Title. Grantor warrants thaty’ {a) Grantor:holds good and marketable title of record to tha Propery in fee simple, free
and clear of all liens and encumbrances other than those set forth in the Real Property description or in the Existing
Indebtedness section below of inf any itie insurance policy, title report, or final tife opinion issued in favor of, and
accepted by, Lender In connection with this.Deed of Trust, and (b) Grantor has the full right, power, and authority to
execute and daliver this Deed of Tfust to Lender.

Defense of Title. Subject to the gxceptior in the paragraph above, Grantor warrants and will forever defend the litle to
the Property against the lawful clafins of-all persons: In the event any action or proceeding is cornmenced that questions
Grantor's title or the interest of Trlistee or Lender under this Deed of Trust, Grantor shall defend the action at Grantor's
expense. Grantor may be the rominal party in‘such proceeding, but Lender shall be entiffed o participate i the
proceeding and to be representeq in the proceeding by counsel of Lender's own choice, and Grantor will deliver, or
cause to be dsliverad, to Lander sfich instruments as Lender may request from time to time to permit such participation.

Compliance With Laws. Granto] warrants thatthe Prdberty and Grantor's use of the Property complies with all existing
applicable laws, ordinances, and reguiations ‘of governmental authorities.

Survival of Promises. All promiges, agreerﬁer_nts. _ar‘id statements Grantor has made in this Deed of Trust shall survive
the execution and defivery of this Deed of Trust, 'shall be continuing in nature and shall remain in full force and effect until
such time as Grantor's Indebtedngss is pald in full,

EXISTING INDEBTEDNESS. The foligwing provisions tia__ri_i:‘eming ExistingJndebtedness are a part of this Deed of Trust:

(eed of Trust securing the Indebtedness may be secondary and inferior to an existing
lien. Grantor expressly covenantd and agrees to pay, or see 16 the payment of, the Existing Indebtedness and to prevent
any default on such indebtednest, any default under the instruments’ evidencing such indebtedness, or any default
under any security documents for puch indebtedness. s I

No Modification. Grantor shall

Existing Lien. The lien of this

at enter into any agreement with‘the-holder of any mortgage, deed of trust, or other
security agreement which has prigrity aver this Deed of Trust by which that agreement is modified, amended, extended,
of renewed without the prior writn consent of Lender. Grantor shall neithar request nor accept any future advances
under any such security agreament without the pricr written consent of Lender. . °

CONDEMNATION. Tha following provsions 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 at may be necessary to defend the action and’obtain'the award. Grantor may be the
nominal party in such proceeding| but Lender shall be entitled to participate in the preceeding and to be represented in
the proceeding by counsel of its awn choice all at Grantor's expense, and Grantor will deliver. or cause to be delivered to
Lender such instruments and dbcumentation as may be requested by Lender from fime to time to permit such
participation. Lo g

Application of Net Proceeds. Ifjall or any part of the Property is condemned by eminent domiain:proceedings or by any
proceeding or purchase in lieu of condemnation, Lender may at its election require: that.all of any partion of the net
proceads of the award be applied to the Indebtedness or the repair or restoration of the.Property. The net proceeds of
the award shall maan the award dfter payment of alf reasonable costs, expenses, and attomeys’ fees incurred by Trustee
or Lender in connection with the qondemnation. Lo S

IMPOSITION OF TAXES, FEES ANDICHARGES BY GOVERNMENTAL AUTHORITIES. The following provisions relating to
governmental taxes, feas and chargesiare a part of this Deed of Trust: R :

Current Taxes, Feas and Chardes. Upon request by Lender, Grantor shall execute such docurnents'in’ addition to this
Deed of Trust and take whateveq other actfion is requested by Lender to perfect and continueLender's lisn.orthe Real
Property. Grantor shall reimbusse Lender for all taxes, as described below, together with afi expenses incured in
recording, perfecting or continuing this Deed of Trust, including without limitation all taxes, fees, documentary- stamps,

and other charges for recording of registering this Deed of Trust, v

Taxes. The following shall consitute taxes to which this section applies: (1) a spegific tax upen 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 Indebtedness secured by this type of Deed of Trust; -
(3) a tax on this type of Deed of Trust chargeabis against the Lender or the holder of the Credit Agreement; and (4) 4
specific tax on all or any portion ¢f the indebtedness or on payments of principal and interest made by Granfor, "

Subsequent Taxas, If any tax td which this section applies is snacted subsequent to the date of this Dead of Trust, this .~ -
svent shall have the same effectas an Event of Default, and Lender may exercise any or all of its available remedies for

an Event of Default as provided below unless Grantor either (1) pays the tax before it becomes delinquentor- 2} = -
contests the lax as provided apove in the Taxes and Liens section and deposits with Lender cash or a sufficient = -~
corporate surety bond or other sgcurity satisfactory to Lender. P

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions relating to this Deed of Trust as a security”
agreement are a part of this Deed of Tjrust: Er

Security Agreement. This instrliment shall constitute a Security Agreement 1o the extent any of the Property constitutes

T
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fixtures, and Lender shall have all of the rights of a secured party under the Uniform Commercial Code as amended from
‘tie to time,
- ‘Securlty Interest. Upon request by Lender, Grantor shall execute financing statements and take whatever cther action
is reduested-by Lender to perfect and continue Lender's security interest in the Personal Property. In addition to
srecording this-Deed of Trust in the real property records, Lender may, at any time and without further authorization from
: Grantor, file’ executed counterparts, copies or reproductions of this Deed of Trust as a financing statement. Grantor shall
reimburse:-Lender for all expenses incurred in perfecting or continuing this security interest. Upon default, Grantor shall
not-remove; sever or detach the Personal Property from the Property. Upon default, Grantor shall assemble any
Parsonal-Propérty, not affixed to the Property in a manner and at a place reasonably convenient to Grantor and Lender
and make it'available 1o Lender within three (3) days after receipt of written demand from Lender to the extent permitted
by apphcable law, -

Addresses. The mmlmg addresses of Grantor {debtor) and Lender {secured party) from which information concerning
the security interast granted by this Deed of Trust may be oblained {each as required by the Uniform Commercial Code)
are as stated on thefirst’ page of this Deed of Trust.

FURTHER ASSUHANCES A'ITORNEY IN-FACT. The following provisions relating to further assurances and
attorney-in-fact are a part of thrs Deed of Trust:

Further Assurances. At any time, and from time fo time, upon request of Lender, Grantor will make, execute and
deliver, or will cause to be made, executed or dslivered, to Lender or fo Lender's designee, and when requested by

Lender, cause to be filed, retorded:; refiled, or rerecorded, as the case may be, at such times and in such offices and
places as Lender may -deem appropnate any and all such mortgages, deeds of trust, security deeds, security
agreements, financing: statements, continuation statements, instruments of further assurance, certificates, and other
documents as may, in the: sole opiniori of Lender, be necessary or desirable in order to effectuats, complete, perfect,

continue, or preserve (1] : Grantor's gbligations under the Credit Agreement, this Deed of Trust, and the Related
Documents, and {(2) the liens and security interests created by this Deed of Trust on the Property, whether now owned
or hereafter acquired by Grantor.: Unloss prohibited by law or Lender agrees to the contrary in writing, Grantor shall
reimburse Lander for all costs &@nd expenses incurred in connection with the matters referred to in this paragraph.

Attorney-in-Fact. |If Grantor fails. 16 do’ any of the-things referred to in the preceding paragraph, Lender may do so for
and in the name of Grantor and at Grantor's-expense. For such purposes, Grantor hereby irrevocably appoints Lender
as Grantor's attorney-in-fact for the purpose of making, executing, delivering, filing, recording, and doing all other things
as may be necessary or desirable, in-: Lendere sole Oplnlon to accomplish the matters referred to in the preceding
paragraph. ;

FULL PERFORMANCE. If Grantor pays all the Indebtedness when due, terminates the credit line account, and otherwise
performs all the obligations imposed upon Grantor undet this Deed of Trust, Lender shall execute and deliver to Trustee a

request for full reconveyance and shall execute and ‘deliver to Grantor suitable statements of termination of any financing

statemnent on file evidencing Lender's security interdst in the Rents and the Personal Property. Any reconveyance fee shall be
paid by Grantor, if permitied by applicable law. The-grantee in any reconveyance may be described as the “"person or

persons legally entitled thereto", and the recitals in the raoonveyance of any matters or facts shall be conclusive proof of the
truthfulness of any such matters or facts.

EVENTS OF DEFAULT. Grantor will be in default under this Deed of Trust if any of the following happen: {A} Grantor
commits fraud or makes a material misrepresentation at any fime-in ocnnection with the Credit Agreement. This can include,
for example, a false statement about Grantor's income, assets, ilabllmes or any other aspects of Grantor's financial condition.
(B) Grantor does not meet the repayment terms of the Credit Agreement.” (C) Grantor's action or inaction adversely affects
the collateral or Lender's rights in the collateral. This can include, for exarmple, failure to maintain required insurance, waste or
destructive use of the dwelling, failure to pay taxes, death of all persons Jiable-en.the account, transfer of title or sale of the
dwelling, creation of a senior lien on the dwelling without Lender's permlsswn foreclosure by the holder of another lien, or the
use of funds or the dwelling for prohibited purposes.

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

Election of Remedies. All of Lender’s rights and remedies wil be cumulaﬂve and Jmay be exercised alone or together.
An election by Lender to choose any one remedy will not bar Lender from usifig.any othér, remedy. If Lender decides to
spend mongy of to periomm any of Grantor's obligations under this Deed of Trust, after Grantor's failure to do so, thal
decision by Lender will not affect Lender’s right to declare Grantor in default and fo exercrse Lender’s remedies.

Accelerate Indebtedness. Lender shall have the right at its option to declare the entire. Indebtednese immediately due
and payable.

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have the nght fo exercise its power of
sale and 1o foreclose by notice and sale, and Lender shall have the right to foreclose by JudICIﬂ] foreclosure in either
case in accordance with and to the full extent provided by applicable law.

UCC Remedies. With respect o all or any part of the Personal Property, Lender shali 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 possessmn of and manage the Property
and collect the Rents, including amounts past due and unpaid, and apply the net proceeds, over.and:above Lender's
costs, against the Indebtedness. In furtherance of this right, Lender may require any tenant or other yser of tie Property
to make payments of rent or use fees directly to Lender. If the Rents are collected by Lender, ther Grantor irgvocably
designates Lender as Granfor's attomey-in-fact to endorse instruments received in payment theregf-in the name of
Grantor and to negotlate the same and collect the proceeds. Payments by tenants or other users-td LeRdef in response
to Lender's demand shall satisfy the obligations for which the payments are made, whether or not any. roper grounds
for 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 to have a receiver appointed to take possession of all or any pari of the
Property, with the power to protect and preserve the Property, to operate the Property preceding or pending. foreclosure. =,
or sale, and to collect the Rents from the Property and apply the proceeds, over and above the cost of the receivership, . -
against the Indebtedness. The receiver may serve without bond if permitted by law. Lender’s right to the appointment’® -
of a receiver shall exist whether or not the apparent value of the Property exceeds the Indebtedness by a subslantlal
amount. Employment by Lender shall not disqualify a person from serving as a receiver. 1

Tenancy at Sufferance. If Grantor remains in possession of the Property after the Property is sold as prowded above ar
Lender otherwise hecomes entitied to possession of the Property upon default of Grantor, Granter shall becorme a -~
tenant at sufferance of Lender of the purchaser of the Property and shall, at Lender's option, either (1) pay 4
roasonable rental for the use of the Property, or (2) vacate the Property immediately upon the demand of Lender.

Other Remedles. Trustee or Lender shall have any other right or remedy provided in this Deed of Trust or the Credit .+
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:A_.hgréé_ir_nent or by law.

“ i“Nofice of Sale. Lender shall givg Grantor reasonable notice of the time and place of any public sale of the Personal

Property of' of the time after which fany private sale or other intended disposition of the Personal Property is to be made.

* Reasanable. natice shall mean notibe given at least ten (10) days before the time of the sale or disposition. Any sale of
Parsonal Praperty may be made injconjunction with any sale of the Real Property.

Sale of the Property. To the extent permitted by appiicable law, Grantor hereby waives any and all rights to have the
Property marshalled. In exercising|its rights and remedies, the Trustee or Lender shall be free to sell all or any part of the
Propérty together-or separately, in one sale or by separate sales. Lender shail be entitled to bid at any public sale on all
or any.pertion of the Property.

Attorneys’ Fees; Expenses. If Uender institutes any suit or action to enforce any of the terms of this Deed of Trust,
Lender shall'be eftitied.fo recover such sum as the court may adjudge reasonable as attorneys' fees at trial and upon
any appéal. Whether or‘not any court action is involved, and to the extent not prohibited by law, all reascnable

expenses Lender ‘incurs that in Uenders opinion dre necessary at any time for the protection of its interest or the
enforcement of its rights ‘shall: begorme a part of the Indebtedness payable on demand and shall bear interest at the

Credit Agreement rate from thé date of the expenditure until repaid. Expenses covered by this paragraph include,

without limitation, howeveér subjedt to any limits under applicable law, Lender's attomeys’ fees and Lender's legal
expenses, whethier or not: theré Jis a lawsult, including attomeys’ fees and expenses for bankruptcy proceedings
(including efforts to modify or vadate any automatic stay or injunction), appeals, and any anticipated post-judgment

collection services, the cost of fearching records, obtalning ttle reports (including foreclosure reports), surveyors'
reports, and appraisal fees, title inBurance, and fees for the Trustes, to the extent permitted by applicable law. Grantor
also will pay any court costs, ir adgition {6.all other sums provided by law.

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

POWERS AND OBLIGATIONS?_OF TRUSTEE. The following provisions relating to the powers and cbligations of Trustes
{pursuant to Lender’s instructions)-are gart of this.Deed of Trust:

Powers of Trustee. In addition tq-all powers'of Trustee arising as a matter of iaw, Trustee shall have the power 1o take
the following actions with respect Jo the Property upon the written request of Lender and Grantor: {a) join in preparing
and filing 2 magp or plat of the Redl:-Progerty, including the dedication of streets or ether rights o the public; {b) join in
granting any easement or creatidg any restriction on the Real Property; and (c) join in any subordination or other
agreement affecting this Deed of Tirust o the.interestof Lender under this Deed of Trust.

Obligations to Notify, Trustee shall riot be obligated to notity any other party of a pending sale under any other trust
deed or lien, or of any action or proceeding in which Grantor, Lender, or Trustee shalt be & party, uniess required by
applicable law, or unless the action or proceeding is brought by Trustee.

Trustee. Trustee shall meet all gualificatiors’ regired for Trustee under applicable law. In addition to the rights and
remedies set forth abave, with regpect to all or.any:pan of the Property, the Trustee shall have the right to foreclose by
natice and sale, and Lender will hfwve the right to foreclose by judicial foreclasure, in either case in accordance with and
to the full extent provided by appligable law. .

Successor Trustee. Lender, at|Lenders option, may from time té'time appoint a successor Trustee 10 any Trustee
appointad under this Deed of Trugt by an instrument executed and acknowledged by Lender and recorded in the office
of the recorder of Skagit County| State of Washington. The-inslfument shall contain, in addition to all other matters
required by state law, the names|of the original Lender, Trustee; and Grantor, the book and page or the Auditor's File
Number where this Deed of Trusl is recorded, and the name:and address of the successor trustee, and the instrument
shall be executed and acknowledged by Lender or its successors in interest. The successor trustee, without conveyance
of the Property, shall succeed to all the title, power, and duties conferred upen the Trustee in this Daed of Trust and by
applicable law. This procedure [for substitution of Trustee shall.govem to the exclusion of all other provisions for
substitution. S

NOTICES. Subject to applicable law, jand except for notice required or allowed by law to be given in ancther manner, any

notlce required to be given under this Peed of Trust, including without limitation any potice of default and any notice of sale

shall be given in writing, and shall b effective when actually delivered, when actually received by telefacsimile (unless
otherwise required by law), when depsited with a nationally recognized overnight cetirier,-or, if malled, when deposited In

the United States mail, as first class, pertified or registered mail postage prepaid;-tirected to the addresses shown near the
beginning of this Deed of Trust. All chipies of notices of foreclosure fram the holder of‘any liery which has priority over this
Deed of Trust shall be sent to Lender's address, as shown near the beginning of this Deed of Trust. Any person may change
his or her address for notices under|this Deed of Trust by giving formal written rotice to .the other person or persons,
specifying that the purpose of the notfce is to change the person’s address. For‘notice purposes,.Grantor agrees to keep
Lender informed at all times of Granjor's current address. Subject to applicable”law; and except.for notice required or
aflowed by law to be given in ancther fanner, if there is more than one Grantor, any notice given by Lender to any Grantor is
deemed 10 be notice given to all Grantgrs. It will be Grantor's responsibility to tell the others of thenotice from Lender.

MISCELLANEOUS PROVISIONS. THe following miscellaneous provisions are a part of this’ D_ééd of Tmst

Amendments. What is written in this Deed of Trust and in the Related Documents ‘i's' G_rantof’s_.:éﬁti(__s’*agreemant with
Lender concerning the matters afvered by this Dead of Trust. To be effective, any change or amendment to this Deed
of Trust must be in writing and myst be signed by whoever will be bound or abligated by the ¢hange or gmendment.

Caption Headings. Caption heafiings in this Deed of Trust are for convenience purposes only-.énd'éké riot to be used to
interpret or defing the provisions ¢f this Deed of Trust. A N

Merger. There shali be no merggr of the interest or estate created by this Deed of Trust with any other in_té:ré_st- or estate
in the Property at any time held by or for the benefit of Lender in any capacity, without the written consent of Lender. .

Governing Law. This Deed of|Trust will be governed by and Interpreted In accordance with federal law and the
laws of the State of Washingtoh. This Deed of Trust has been accepted by Lender in the State 6f Washington.. -,

Choice of Venue. If there is a Idwsuit, Grantor agrees upon Lender's request to submit to the jurisdiction of the colirts at
Skagit County, State of Washingfon.

No Waiver by Lender. Grantof understands Lender will not give up any of Lender's rights under this Deed of Trust . »
unfess Lender does so in writing. The fact that Lander delays or omits to exercise any right will not mean that Lerider.
has given up that right. If Lendef does agree in writing to give up one of Lender's rights, that does not mean Grantor will # £
not have to comply with the othef provisions of this Deed of Trust. Grantor also understands that if Lender does conisent | .
to a request, that does not mear| that Grantor will not have to get Lender's consent again if the situation happens again. . .. i
Grantor further understands that Just because Lender consents to one or more of Grantor's requests, that does hot mean' ™ .
Lender will ba required to cor:;ent to any of Grantor's future requests. Grantor waives presentment, demand “for .~
paymant, protest, and notice of djshonor.

Severabiiity. If a court finds that any provision of this Deed of Trust is not vaild or should not be enforced, that fact by

e
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itsalf-will not mean that the rest of this Deed of Trust will not be valid or enforced. Therefare, a court will enforce the rest
¢ ~"of-the provisions of this Deed of Trust even if a provision of this Deed of Trust may be found to be invalid or
_-unenfcrceable,

Succeéssars and Assigns. Subject to any limitations stated in this Deed of Trust on transfer of Grantor's interest, this
‘Deed of Trust shall be binding upon and inurs to the benefit of the parties, their successors and assigns. If ownership of
:the Property becomes vested in a parson other than Grantor, Lender, without notice to Granfor, may deal with Grantor's
:siceessors with reference to this Deed of Trust and the Indebtedness by way of forbearance or extension without

releasmg Grantorfrom the obligations of this Deed of Trust or liability under the Indebtedness.

Tirie is of the Essenp.,e Time is of the essence In the performance of this Deed of Trust,

WaiveJury All parttes ’ro,thls Deed of Trust hereby waive the right to any jury trial In any action, praceeding, or
counterclalmbl‘m by any party against any other party.

Walver of Hom (is# Exemp;ion Grantor hereby releases and waives all rights and benefits of the homestead
eg;@,é

exemption lawg of Washmgton as to all Indebtedness securad by this Deed of Trust.
DEFINTI'IONS The'folt?wm words sﬁall have the following meanings when used in this Deed of Trust:
Beneﬁclary The io:!t 'Bgneﬂcﬁry means Horizon Bank, and its successors and assigns.
Borrower. The wot‘d ﬁOrrwar ‘means John W Hilts, and all other persons and entities signing the Credit Agreement.

Credit Agreement. The words. “Credit Agreement' mean the credit agreement dated September 11, 2002, with
credit limit of $12,000:00 from Grantor to Lender, together with all renewals of, extensions of, modifications of,
refinancings of, consolidations of, 'and" suhstltutrons for the promissory note or agresment. The maturity date of this Deed

of Trust is August 16, 2032

Deed of Trust, The words "Deed of Trust" mean this Deed of Trust among Grantor, Lender, and Trustee, and includes
without limitation all assugnment and security Iiterest provisions relating to the Personal Property and Rents.

Environmental Laws. The words "Envrrenmental Laws" mean any and all state, federal and local statutes, reguiations
and ordinances refating to the protestion of human health or the enviranment, including without limitation the
Comprehensive Environmental Rgsponse, Compénsation, and Liability Act of 1980, as amended, 42 U.S.C. Section
9601, et seq. ("CERCLA"), the Superfund-Amendments and Reauthorization Act of 1986, Pub. L. No. 99-489 ("SARA’),
the Hazardous Materials Transportahon Act; 49.U,5.C. Section 1801, et seq., the Resource Conservation and Recovery
Act, 42 U.S.C. Section 6901, et seq.-or other applrcable state or federal laws, rules, or regulations adopted pursuant
thersto.

Event of Default. The words "Event of Default" mean any of the events of default set forth in this Deed of Trust in the
evants of default section of this Deed of Trust

Exrstlng Indebtedness. The words "Exrstrng Indebtedness" mean the indebtedness described in the Existing Liens
provision of this Deed of Trust.

Grantor. The word "Grantor' means Jochn W Hllts

Hazardous Substances. The words "Hazardous Substances ‘mean materials that, because of their quantity,
concentration or physical, chemical or infectious characteristics,-fiay .cause or pose & present or potential hazard to
human health or the environment when improperly used, treated’ stored, disposed of, generated, manufactured,
transported or otherwise 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 waste as defined by or listed under the
Environmental Laws. The term "Hazardous Substances". also rncludes wrthout limitation, petroleum and petroleum
by-products or any fraction thereol and asbestos. .

Improvements. The word "lmprovements” means all exrstrng and tuture |mprovements buildings, structures, mobile
homes affixed on the Real Properiy, facilities, additions, replacements and other:construction on the Real Property.

Indebtedness. The word "Indebtedness” means all principal, interest, and other amounts, costs and expenses payable
under the Credit Agreement or Related Documents, together with ‘ail remewals of, extensions of, modifications of,
consolidations of and substitutions for the Credit Agreement or Reélated Documerits-and any amounts expended or
advanced by Lender to discharge Grantor's obligations or expenses incurred by Trustee or Lender to enforce Grantor's
obligations under this Deed of Trust, together with interest on such amounts as prewded in lhls Deed of Trust.

Lender. The word "Lender" means Horizon Barik, its successors and assigns.: The words SUCCOSSOrs or assigns” mean
any person or company that acquires any interest in the Credit Agreement. ;

Personal Property. The words "Personal Property” mean all equipment, ﬁxtures and other artrcles of personal property
now of hersafter owned by Grantor, and now or hereafter attached or afiixed to the Real"Property; together with all
accessions, parts, and additions to, ah replacements of, and all substitutions for, any of such properly; and together with
all issues and profits thereon and proceeds (including without limitation all insurance proceeds and refunds of premiums)
from any sale or other disposition of the Property. .

Property. The word "Property” means collectively the Real Property and the Fersonal Property

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

Related Documents. The words “Related Documents” mean all promissory notes, credit agreements toan agreements
environmental agreements, guaranties, security agreements, moritgages, deeds of trust, security. déeds; collateral
mortgages, and all other instruments, agreements and documents, whether now or hereafter. exrsting, executed in
connection with the indebtedness. .

Rents. The word "Rents* means all present and future rents, revenues, income, issues, royaltres prefts and other
benefits derived from the Property. g

Trustee. The word "Trustee" means Westward Financial Services Inc, whose mailing address is 1500 Cornwalf A\renue
Bellingham, WA 88225 and any substitute or successor frustses. . i
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GRANTOFI ACKNOWLEDGES HAVIﬁIG READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND GRANTOR

AGF!EES TO ITS TERMS.

GFIANTOR

STATE OF

COUNTY OF

On this day before me, the uhders1gned
known to me or proved to me on‘the

Deed of Trust, and acknowledged that
the uses and purposes thersin mentIon

Given under my hand and official 86

.u-“{,
Notary Pubtic, personally appeared John W Hilts, as his s’#lntea%te, personally
sis of satisfactory evidence to be the individual described in and who executed the
e or shs sagned the Deed of Trust as his or her free and voluntary act and deed, for

1 Ll uayofmg& 20 O
Residing a A

My commission expires i ‘ ] ’ Qq

s

RE
To:

UEST FOFI FULL RECONVEYANCE

I Trustee

The undersigned is the legal owner an
upon payment of all sums owing 0 Y
interest now held by you under the Ded

Date:

i holder of all 1ndabtedness sacured by this Deed of Trust. You are hereby requested,
bu, to reconvay without warranty to:, tha persons entitied thereto, the right, title and
o of Trust. ;

Beneficiary;

By:
Its:

LASER PRO Lending. Ver. 5182002 Copr, He

rand Financtal Solutiona, e, 1967, 2002,

All Righle Reservad - WA, ploliwitCFILPLIGAT FC TR-2868 PR-38
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