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M 79

DEED OF TRUST

Additional on page

Grantor(s):
1. HANNA, MICHAELW

Grantee(s) Foe, _®
1. PEOPLES BANK

2. First American Title: bd"""of Skag’i't-County, Trustee

Legal Description: TRACT 4A, SP NO 46 80 PTN Et/2, W1/2, NE1/4 SE1/4

S22 T34N,R 4 E, W.M.

Additional on page 2

Assessor's Tax Parcel ID#: 340422- 4 023-0104 P27594

THIS DEED OF TRUST is dated September 17, 2002, among MICHAEL W. HANNA, AS HIS
SEPARATE ESTATE, whose address is 130 LEE LANE MT VERNON, WA 98274 ("Grantor");
PEOPLES BANK, whose mailing address is.: MQUNT VERNON OFFICE, 1801 RIVERSIDE
DRIVE, MOUNT VERNON, WA 98273 (referred to below sometimes as "Lender" and
sometimes as "Beneficiary"); and First American Tltle Co. of Skagit County, whose mailing
address is 1301-B Riverside Drive, Mount Vernon, WA 98273 (referred to below as

“Trustee").
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DEED OF TRUST
- Eoan No: 5022666-202 (Continued) Page 3

Lompliance with Governmental Requirements. Grantor shail promptly comply, and shall promptly cause compliance
= by all agents, tenants ar other persons or entities of every nature whatsoever wha rent, lease or atherwise use or ocoupy
_~the.Property in any manner, with all laws, ordinances, and regulations, now or hereafter in effect, of all governmeantal
authorities applicable to the use or occupancy of the Property, including without limitation, the Americans With Disabilities
“Act. Grantor may contest in good faith any such law, ordinance, or regulation and withhold compliance during any
i proceeding; including appropriate appeals, so long as Grantor has notified Lendsr in writing prior to doing so and so
? long as, in‘Lender's sole opinion, Lender’s interests in the Property are not jeopardized. Lender may require Grantor to
'gpeust adequate security or a surety bond, reasonably satisfactory to Lender, to protect Lender’s interest.

Duty to.Proteét.. Grantor agrees neither to abanden or leave unattended the Property. Grantor shall do all other agts, in
addition to-those acts set farth above in this section, which from the character and use of the Property are reasonably
necessary to protect and preserve the Property.

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

Payment. Grantor shail. pay when due (and in all events prior to delinquency} all taxes, special taxes, assessments,
charges (includingwater and sewer), fines and impositions levied against or on account of the Property, and shall pay

when dug all glaims. for wérk-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,
sxcept for the fien of taxes and assessments not due, except for the Existing Indebtedness referred to below, and except
as otherwise provided in this Deed of Trust.

Right to Contest. Grantor may ‘withhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the obligation to'pay,.so fong as Lender's interest in the Property is not jeopardized. If a lien arises or is
filed as a result of noripayment; “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 sursty bond or other security satisfactory to Lender in an amount sufficient to
discharge the lien plus any costs and attomeys fees, or other charges that could accrue as a result of a foreclosure or
sale under the lien. In any contest, Grantor shall defend itself and Lender and shall satisfy any adverse judgment before
enforcement against the Propérty: 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 satisfactory evidence of payment of the taxes or
assessments and shall authorize the appropnata gcwernmental official to deliver to Lender at any time a written statement
of the taxes and assessments against the Property

Notice of Construction. Grantor shall notafy- ‘Lender-at least fifteen (15) days before any work is commencad, any
services are fumished, or any materials are supplied to the Property, if any mechanic’s fien, materialmen’s lien, or other
lien could be asserted on account of the work, sefvices, or materials and the cost exceeds $1,000.00. Grantor will upon
request of Lender furnish to Lender advance assurances satisfactory to Lender that Grantor can and will pay the cost of
such improvements,

PROPERTY DAMAGE INSURANCE. The followmg prowsnons relatlng to insuring the Property are a part of this Deed of
Trust,

Maintenance of Insurance. Grantor shall procure and mamtaln pohcuas of fire insurance with standard extended
coverage endorsements on a replacement basis for the fulf insiirable value covering all Improvements on the Real
Property in an amount sufficient to avoid application of any,coinsuranée tlause, and with a standard mortgagee clause in
favor of Lender. Grantor shail alse procure and maintgin comprshensive general liability insurance in such coverage
amounts as Lender may request with Trustee and Lender; b'eing narped-as additional insureds in such lability insurance
policies.  Additionally, Grantor shall maintain such othér_insurance, including but not limited to hazard, business
interruption, and boiler insurance, as Lender may reasonably reduire.” Folicies shall be written in form, amounts,
coverages and basis reasonably acceptable to Lender and issued by.d cerfipanyor companies reascnably acceptable to
Lender. Grantor, upon request of Lender, will deliver to Lender from time to time ‘the policies or certificates of insurance
in form satistactory to Lender, including stipulations that coverages will nat bei cancelled or diminished without at [east
thirty (30} days prior written notice to Lender. Each insurance poticy aiso shall include an endorsement providing that
coverage in favor of Lender will not be impaired in any way by anyact, emission or default of Grantor or any other
person. Should the Real Properly bs located in an area desighated by th_e ‘Director of the Federal Emergency
Management Agency as a special flood hazard area, Grantor agrees t6*obtain-and -maintain Federat Flood Insurance, if
available, within 45 days after notice is given by Lender that the Property is located in a special flood hazard area, for the
full unpaid principal balance of the loan and any prior liens on the property securing the lbah, up to the maximum policy

limits set under the National Flood Insurance Program, or as ctherwise requu'ed by Lender and to maintain such
insurance for the term of the loan.

Application of Proceeds. Grantor shall promptly notify Lender of any Ioss or darnage to the Property if the estimated
cost of repair or replacement exceeds $1,000.00. Lender may make proof of loss if Grantor fails to do so within fifteen
(15) days of the casualty. Whether or nol 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 lish

affecting the Property, or the restoration and repair of the Property. if Lender elects to apply-the, proceeds to restoration
and repair, Grantor shall repair or replace the damaged or destroyed Improvements in-a Manner satisfactory to Lender.

Lender shall, upon satisfactory proof of such expenditurs, pay or reimburse Grantor from, the: proceeds for the
reasonable cost of repair or restoration if Grantor is not in default under this Deed of Trust. Any.progeeds 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, therr to _pay. accrued
interest, and the remainder, if any, shali 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 Grantors

interests may appear. ;

Compliance with Exnstlng Indebtedness. During the perlod in which any Existing Indebtedness descrlbed below igin
effect, compliance with the insurance provisions contained in the instrument evidencing such Existing Indebtedness shall
constitute compliance with the insurance provisions under this Deed of Trust, 1o the extent COmpllarlCB with the. térms of _
this Deed of Trust would constitute a duplication of insurance requirement. If any proceeds from the insurance become. ™,
payable on loss, the provisions in this Deed of Trust for division of proceeds shall apply only to that portlon of the
proceeds not payable to the holder of the Existing Indebtedness. ! o

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

LENDER’S EXPENPITURES. If any action or proceeding is commenced that would materially affect Lender’s Interest in the
Property or if Grantor fails to comply with any provision of this Deed of Trust or anv Related Dornmants inclidine b eos

mﬁw Nf“J'ZO‘?ZOO‘l 00
Skagit County Auditor
3/20/2002 Page 3 of 9 11:113AM
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DEED OF TRUST
‘toan No: 5022666-202 (Continued) Page 5

_shaif not remove, sever or detach the Personal Property from the Proparty. Upon default, Grantor shall assemble any
=" Parsonal Property not affixed to the Property in a manner and at a place reasonably convenient to Grantor and Lender
~“and"miake It available to Lender within three (3) days after receipt of written demand from Lender to the extent permitied
_py apphcabis_ law.

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

FUR"FH_ER""ASQURANCES; ATTORNEY-IN-FACT. The following provisions relating to further assurances and
attorney-in-fact are a-part.of this Deed of Trust:

Further-Assurancés.’. At any lime, and from time fo tims, upon request of Lender, Grantor will make, execute and
deliver; or will- cause: 10 be made, axecuted or dalivered, to Lender or to Lender's designee, and when requested by

Lender, cause to be flled recorded, refiled, or rerecorded, as the case may be, at such times and in such offices and
places as Lender shay.deem appropriate, 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 opinion of Lender, be necessary or desirable in order to effectuate, complete, perfect,

continue, or prgserve®, (1) ‘Borrower's and Grantors cbligations under the Note, this Deed of Trust, and the Related
Documents, and (2} tha liens and security interests created by this Deed of Trust on the Property, whether now owned
or hereafter acquired by Grantor. Unless prohibited by law or Lender agrees to the contrary in writing, Grantor shall
reimburse Lender for all.costs and .axpenses incurred in connection with the matters referred to in this paragraph.

Attorney-in-Facl 1Grantortails-to.db.any of the things referred fo in the preceding paragraph, Lender may do so for
and in the name of Grantor and at Gramors expense. For such purposes, Grantor hereby irrevocably appoints Lender
as Grantor's attorney-ln-fact for the purpose of making, executing, delivering, filing, recording, and doing all other things
as may be necessary or: deSIrable m Lenders sole opinion, to accomplish the matters referred 1o in the preceding
paragraph,

FULL PERFORMANCE. If Borrower pays alf the !ndebtedness when due, and otherwise performs all the obligations imposed
upon Grantor under this Deed of Trust, Lender shall executs and deliver to Trustee a request for full reconveyance and shall
execute and deliver to Grantor suitable statements,.of termination of any financing statement on file evidencing Lender’s
security interast in the Rents and the:Parsonal Propeny Any reconveyance fee shall be paid by Grantor, if permitted by
applicable law. The grantee in any reconveyance may.-be described as the "person or parsons legally entltled thereto”, and
the recitals in the reconveyance of any matters or: facts shall be conclusive proof of the truthfulness of any such matters or
facts.

EVENTS OF DEFAULT. Each of the followmg, at Lender’s optlon shall constitute an Event of Default under this Deed of
Trust;

Payment Default. Borrower fails to make any payment when due under the Indebtedness.

Other Defaults. Borrower or Grantor fails to comply with or to perform any other term, obligation, covenant or condition
contained in this Deed of Trust or in any of the Refated Documents or to comply with or fo perform any term, obligation,
covenant or condition contained in any cther agreement between | gnder and Borrower or Grantor.

Compliance Default. Failure to comply with any other term, obllgatlon covenant or condition contained in this Deed of
Trust, the Note or in any of the Related Documents. If suck a falluré.is. curable and if Borrower or 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 Dafault will have occurred) if Borrower or Grantor, after Lender sends written notice demanding
cure of such failure: (a) cures the failure within fifteen (15) days; of (b} if the cure requires more than fifteen (15) days,
immediately initiates steps sufficient to cure the failure and theresfter-continues and completes all reasonable and
necessary steps sufficient to produce compliance as soon as raasonably pragtical.

Default on Other Payments. Failure of Grantor within the time re_qu;_rad by this Deed of Trust to make any payment for
taxes or insurance, or any other payment necessary to prevent fi linfg of or to effect' discharge of any lien.

False Statements. Any warranty, representation or statement made or fumished to Lender by Borrower or Grantor or
on Borrower's or Grantor's behalf under this Deed of Trust or the. Related Documents is false or misleading in any
material respect, either now or at the time made or furnished or becomas. falsé ar’ ‘isieading at any time thereafter.

Defective Collateralization. This Deed of Trust or any of the Related Doc:d"meﬁts ceasés o be in full force and effect
{including failure of any collateral document to create a valid and perfected secunty |nterast or lien) at any time and for
any reason,

Death or insolvency. The dissolution or termination of Borrower’s or Granrors exnstence as a going business, the
insolvency of Borrower or Grantor, the appointment of a receiver for any parf'st Borrowers-or Grantors property, any
assignment for the benefit of creditors, any type of creditor workout, or the commencement of any proceedmg under any
bankruptey or insolvency laws by or against Borrower or Grantor, g

Creditor or Forfeiture Prooeedlngs Commencement of foreclosure or forfelture proceedmgs, whether by judicial
proceeding, self-help, repossess:on ar any other method, by any creditor of Borrower or Graritor:4r by-any govemmental

agency against any property securing the Indebtedness. This includes a garnishment of any of Borrawet's or Grantor's
accounts, including deposit accounts, with Lender. Howaver, this Event of Default shall not apply if-there is a good faith
dispute by Borrower or Grantor as to the validity or reasonableness of the claim which is the basis of the. creditor or
forfeiture proceeding and if Borrower or Grantor gives Lender written notice of the creditor ér forfeiture pfocesding and

deposits with Lender monies or a surety bond for the craditor or forfeiture proceeding, in an amoum deTermJned by

Lender, in its sole discretion, as being an adequate reserve or bond for the dispute.

Breach of Other Agreement. Any breach by Borrower or Grantor under the terms of any other agreemenl between
Barrower or Grantor and Lender that is not remedied within any grace period provided therein,-including-without
limitation any agreement concerning any indebtedness or other obligation of Borrower or Grantor to L.ender whether
existing now or later. A L

Events Affecting Guarantor. Any of the preceding events occurs with respect to any guarantor, endorser surety or's,
accommodation party of any of the Indebtedness or any guarantor, endorser, surety, or accommodation. party dies:or =
becomes incompetent, or revokes or disputes the validity of, or liability under, any Guaranty of the indebtedness. Iithe ¢
event of a death, Lender, at its Gption, may, but shall not be required to, permit the guarantor's estate to.assums ;
unconditionally the obligations arising under the guaranty in a manner satisfactory to Lender, and, in doing so, cure arlyi o
Event of Default. :

Adverse Change. A material adverse change occurs in Borrower's or Grantor’s financial condition, or Lender beheves
the prospect of payment or performance of the Indebtedness is impaired. -

Insecurity. Lender in good faith believes itself insecure.

TNMI BRI

Skaglt County Audltor
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DEED OF TRUST

Loan No: 5022666-202 (Continued) Page 7

_,f.sl'.roc‘éssor Trustee. Lender, at Lender's option, may from time to time appoint a successor Trustee o any Trustee
¢ - appointed under this Deed of Trust by an instrument executed and acknowledged by Lender and recorded in the office
<of thé& recorder of Skagit County, State of Washington. The instrument shall contain, in addition to all other matters
required-by:state law, the names of the original Lender, Trustee, and Grantor, the book and page or the Auditor's File
‘Nufnber where this Deed of Trust is recorded, and the name and address of the successor trustee, and the instrument
i 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 tile, power, and duties conferred upon the Trustee in this Deed of Trust and by
~applicable law. -This procedure for substitution of Trustee shall govern to the exclusion of all other provisions for
substrtutron )

NOTICES Subject to appllcable law, and except for notice required or allowed by law to be given in another manner, any
notice required to-be given under this Deed of Trust, including without limitation any notice of default and any notice of sale
shall be giverrin writing, -and shall be effective when actually delivered, when actually received by telefacsimile (unless
otherwise required by law), when deposited with a nationally recognized overnight courier, or, if mailed, when deposited in
the United States mail, as first class, certified or registered malil postage prepaid, directed to the addresses shown near the
beginning of this Dead of Trust, “All copies of notices of foreclosure from the holder of any lien which has priority aver this
Deed of Trust shall be sent to Lénder's address, as shown near the beginning of this Deed of Trust. Any party may change its
address for notices-under this: Deed of Trust by giving formal written notice to the other parties, specifying that the purpose of
the notice is 1o change the'party’s ‘address. For notice purposes, Grantor agrees to keep Lender informed at all times of
Grantor's current address. Subject to applicable law, and except for notice required or allowed by law to be given in ancther
manner, if there is more than ‘ong’ Grantor, any notice given by Lender to any Grantor is deemed to be notrce given 1o all
Grantors.

MISCELLANEOUS PROVISIONS The followmg miscellaneous provisions are a part of this Deed of Trust:

Amendments. This Deed of Trust, ‘together with any Related Documents, constitutes the entire understanding and
agreement of the parties as fo the matters set forth in this Deed of Trust. No alteration of or amendment to this Deed of
Trust shall be effective unfess: grven in wrrtmg and signed by the party or partias sought to be charged or bound by the
alteration or amendment.

Annual Reports. |f the Property Is uséd for purposes other than Grantor's residence, Grantor shall furnish to Lender,
upon request, a certified staterment of net operating income received from the Propenty during Grantor's previous fiscal
year in such form and detail as Lénder-shall require. "Net operating income® shall rean all cash receipts from the
Property less all cash expenditures made in connect:on with the operation of the Property.

Caption Headings. Caption headlngs in this Deed of Trust are for convenience purposes only and are not to be used to
interpret or define the provisions of this Deed of Trust i

Merger. There shall be no merger of the rntg_arest;_.or e_state created by this Deed of Trust with any other interest or estate
in the Property at any time held by or for theberefit.6f Lender in any capacity, without the written consent of Lender.

Governing Law. This Deed of Trust will be governed by, construed and enforced in accordance with federa! law
and the laws of the State of Washington. Thrs Deed of Trust has been accepted by Lender in the State of
Washington.

Choice of Venue. If there is a lawsuit, Grantor agrees upon Lenders request to submit to the jurisdiction of the courts of
SKAGIT County, State of Washington. L

Joint and Several Liability. All obligations of Borrower and Grantor under this Deed of Trust shall be joint and several,
and all references to Grantor shall mean each and every Grantor, arid all references to Borrower shall mean each and
every Barrower. This means that each Borrower and Grantor srgnlng below is responsrble for all obligations in this Deed
of Trust.

No Waiver by Lender. Lender shall not be deemed to have waivet"i an':,?" r‘ights under this Deed of Trust unless such
waiver is glven in writing and signed by Lender. No delay or omission:on the part of Lender in exercising any right shall

operate as a waiver of such right or any other right. A waiver by Lender of & provision of this Deed of Trust shall not
prejud|ce or constitute a waiver of Lender's right otherwise to demand strict cempliance with that provision or any other

provision of this Deed of Trust. No prior waiver by Lender, nor any gourse of dealing between Lender and Grantor, shall

constitute a waiver of any of Lender's rights or of any of Grantor's obligations as-to"dny future transactions. Whenever
the consent of Lender is required under this Deed of Trust, the granting of 'such’consent by Lender in any instance shall

not constitute continuing consent to subsequent instances where such consent |s reqmred and in all cases such consent

may be granted or withheld in the sole discretion of Lender. :

Severability. If a court of competent jurisdiction finds any provision of thls Deed of Trust to be illegal, invalid, or
unenforceable as lo any circumstance, that finding shall not make the offénding provision illegal, invalid, or
unenforceable as to any other circumstance. If feasible, the oﬁendrng provision: shall be‘considered modified so that it
becomes legal, valid and enforceabls. If the offsnding provision cannot be so modified;, it:shall be considered deleted
from this Deed of Trust. Unless otherwise required by law, the illegality, invalidity, or’unenforceabiiity of any provision of
this Deed of Trust shall not affect the legality, validity or enforceability of any other provrslon of this Deed of Trust.

Successors and Assigns. Subject to any limitations stated in this Deed of Trust on transfer of Grantors interest, this
Deed of Trust shall be binding upan and inure to the benefit of the parties, their successors and assigns. Af ownership of
the Property becomes vested in a person other than 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 O extensmn without
releasing Grantor from the obligations of this Deed of Trust or liability under the Indebtedness...

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

Walve Jury. All parties to this Deed of Trust hereby waive the right to
counterclaim brought by any party against any other party. {Initial Here

Waiver of Homestead Exemption. Grantor hereby releases and waives all rights and beneﬂts of me homestead
exemption laws of the State of Washington as to all Indebtedness secured by this Deed of Trust. :

DEFINITIONS. The following capitalized words and terms shall have the following meanings when used in thls Dead cat Trust,
Unless specifically stated to the contrary, all references to dollar amounts shall mean amounts in lawful money of the Umted :
States of America. Words and terms used in the singular shall include the plural, and the plural shall include the singular, as’ ©
the context may require. Words and terms not otherwise defined in this Deed of Trust shall have the meanings attrlbuted to ;
such terms in the Uniform Commercial Code: A

Beneficiary. The word "Beneficiary” means PEQPLES BANK, and its successors and assighs.

Borrower. The word "Borrower" means DAYBREAK DEVELOPMENT INC., and all other persons and entifies srgmng the'
Note in whatever capacity.

Deed of Trust. The words "Deed of Trust” mean this Deed of Trust among Grantor, Lender, and Trusteg, and includes

MBI
Skagit County Auditor
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DEED OF TRUST
* toan No: 5022666-202 (Continued) Page 9

REQUEST FOR FULL RECONVEYANCE

B T , Trustee

The: undemlgned is the legal owner and holder of all indebtedness secured by this Deed of Trust. You are hereby requested,
upon payment of all sums owing to you, to reconvey without warranty, to the persons entitied thereto, the right, title and
mteresl now held by you under the Deed of Trust.

Date:. "~ . . Beneficiary:
T g By:
lts:

LASER FAO Lerding, Ver. 5.20.00.010 Gogr. Harland Financlal Siutions, Ino 1967, 2002, All Rights Ressrved. - WA CACFIWIMGFILPLGDIFG TR-5203 PA-4
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