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THIS DEED OF TRUST is dated January-29, 2003, among Richard F. Hill and Judy A. Hill;
husband and wife ("Grantor"); Horizon Bank, whose mailing address is Burlington Office, PO
Box 642 / 1020 South Burlington Blvd, Bur!mgtbn 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"). : R
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CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee [n trust with power of sale, right
of entry arid possession and for the benefit of Lender as Beneficiary, all of Grantor's right, title, and interest in and to the
following described_real property, together with all existing or subsequently erected or affixed buildings, improvements and
fixtures; 4 easernents, rights of way, and 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 proper?r including without limitation

all minerals, ofl, gas, geothermal and similar matters, {the "Real Property") located in Skagit County, State

of Washington'

A portion of ‘Lots 1 and 2, Block 1, "STEWART’S FIRST ADDITION TO THE CITY OF
ANACORTES, WASH.," as per plat recorded in Volume 2 of Plats, page 14, records of
Skagit: County, Washmgton more particularly described as follows;

Parcel A of Survev reaorded in Volume 3 of Surveys, page 146, recorded under Auditor's
File No. 8111030004 records of Skagit County, Washington.

Situate in the City of Anacortes County of Skagit, State of Washington.

The Real Property or its address is commonly known as 2000 Commercial Ave, Anacortes,
WA 98221. The Real Property tax Identification number is 3833-001-004-0209 P60401

Grantor hereby assigns as secunty to Lender ‘all of Grantor's right, title, and interest in and to all leases, Rents, and prefits of
the Property. This assignment is recorded in-accordance with RCW 66.08.070; the lien created by this assignment is intended
to be specific, perfected and choate upon the fecording of this Deed of Trust, Lendsr grants to Grantor & license to collect
the Rents and profits, which license may be revnked at Lender's option and shall be automatically revoked upon acceleration
of all or part of the Indebtedness. - :

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

PAYMENT AND PERFORMANCE. Except as ‘otherivise provided in this Deed of Trust, Grantor shall pay to Lender all
amounts secured by this Deed of Trust as they become due,-and shall strictly and in & timely manner perform all of Grantor’s
obligations under the Note, this Deed of Trust, and thé Related Documents.

POSSESSION AND MAINTENANCE OF THE PHOPERTY Grantor agrees that Grantor's possession and use of the Property
shall bs govemned by the following provisions:

Possession and Use. Until the occurrence of an Eyent of Default, Grantor may (1} remain in possession and control of
the Property; (2) use, operate or manage the Property; and (3} collect the Rents from the Property (this privilege is a
liconse from Lender to Grantor automatically revoked upon dafault).-. The following provigions relate to the use of the
Property or to other limitations on the Property. The Real Property is not used principally for agricultural purposes.

Duty to Maintain. Grantor shall maintain the Property in !enantable condition and promptly perform all repairs,
replacements, and maintenance necessary 1o preserve its: value H

Compllance With Environmental Laws. Grantor reprasents and warrants to Lender that: (1) During the pericd of
Grantor's ownership of the Property, there has been no Use;-genstation, manufacture, storage, treatment, disposal,

release or threatened release of any Hazardous Substance by.any parson on,-under, about or from the Property; (2)
Grantor has no knowledge of, or reason to believe that there has hden, except as previously disclosed to and
acknowledged by Lender in writing, (a) any breach or violation of any Environmental Laws, (b) any use, generation,

manufacture, storage, treatment, disposal, release or threatened release of any : Hezardous Substance on, under, about
or from the Property by any prior owners or occupants of the Property, or (€} ‘any actual or threatened litigation or
claims of any kind by any person refating to such matters; and (3) Except as'previously disclosed to and acknowledged
by Lender in writing, (a) neither Grantor nor any tenant, contractor, agent or.cther authorized user of the Property shall
use, generate, manufacture, store, treat, dispose of or release any Hazardous .Substance “on, under, about or from the
Property; and (b) any such activity shall be conducted in compliance with alf applicable’ federal, state, and local laws,

regulations and ordinances, including without limitation all Environmental Laws. Gran_tor authorizes Lender and its
agents to enter upon the Property to make such inspections and tests, at'Grantor's expense, as Lender may deem
appropriate to determine compliance of the Property with this section of the*Déed of Trust.:"Any inspections or tests
made by Lender shall be for Lender's purposes onfy and shall not be construad to creite apy responsibility or liability on

the part of Lender to Grantor or to any other person. The representations and warranties:¢ontained hersin are based on

Grantor's due diligence in investigating the Property for Hazardous Substances. Grantor hereby- (1} releases and
waives any future claims against Lender for indemnity or contribution in the event Grantof becomes liable for cleanup or
other costs under any such laws; and (2) agrees to indemnify and held harmless Lender against’any.and all claims,

losses, liabilities, damages, penalties, and expenses which Lender may directly or indiréctly sustain-or suffer resulting
from a breach of this section of the Deed of Trust or as a consequence of any use, generation, manufacture, storage,
disposal, release or threatsned relsase occurring prior to Grantor's ownership or interest in the Proparty,-whether or not
the same was or should have been known to Grantor. The provisions of this section of the Deed.of. Trust, including the
obligation to indemnify, shall survive the payment of the Indebtedness and the satisfaction and réconvayance of.the lien
of this Deed of Trust and shall not be affected by Lender's acquisition of any Iinterest in the’ Property wheiher by
foreclosure or otherwise.

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance nor commit, permit, or suffer any stnpprng of
or waste on or to the Property or any portion of the Property. Without limiting the generality of the foregoing,-Grantor will
not remove, or grant to any cther party the right to remove, any timber, minerals (incfuding oil and gas) coat clay. 3
scoria, soil, gravel or rock products without Lender’s prior written consent. '

Removal of Improvements. Grantor shall not demolish or remove any Improvements from the Real Property wnhout
Lender's prior written consent. As a condition 1o the removal of any Improvements, Lender may require Grantcr. 1o maké .
arrangements satisfactory to Lender to replace such Impravements with Improvements of at least equal value.: .

Lender's Right to Enter, Lender and Lender's agents and representatives may enter upon the Real Property at all %
reasonable times to attend to Lender’s interests and fo inspect the Real Property for purposes of Grantor's oompltance.
with the terms and conditions of this Deed of Trust.

Compliance with Governmental Requirements, Grantor shall promptly comply, and shall promptly cause comptiancqf:.'"'"
by all agents, tenants or other parsons or entities of every nature whatsoever who rent, leass or otherwise use or cccupy
the Property in any manner, with all laws, ordinances, and ragulatlons now or hereafter in effact of all govemmental
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_,authormes applicable to the use or occupancy of the Property, including without limitation, the Americans With Disabilities
¢ Agt. Grantor may contest in good faith any such law, ordinance, or reguiation and withhoid compliance during any

) ~-proceed|ng. including appropnate appeals, so long as Grantor has notified Lender in writing prior to doing s0 and so
< lphg as;in Eender's sole opinion, Lender's interests in the Property are not jeopardized. Lender may require Grantor to
post adequata security or a sursty bond, reasonably satisfactory to Lender, to protect Lender's interest.

Duty to Protect. Grantor agrees neither to abandon or lsave unattended the Property. Grantor shall do all other acts, in
:afidition 1 those acts set forth above in this section, which from the character and use of the Property are reasonably
necessary t6 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 Note or other document evidencing
the lndebtedness andi impose such other conditions as Lender dsems 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 transter® means the
conveyance of Real Property of.any right, tile or interest in the Real Property; whether legal, beneficial or equitable; whether
voluntary or involuntary; whether by outright sale, deed, installment sale contract, land contract, contract for deed, leasehold
interest with a term greater. than three (3) years, lease-option contract, or by sale, assignment, or transfer of any beneficial
interest in or 1o any land trust holdlng title to the Real Property, or by any other method of conveyance of an intersst in the
Real Property. Howeéver, thns optlon shall not ba exercised by Lender if such exetcise is prohibited by federal law or by
Washington law.

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

Payment. Grantor shall ‘pay when due {and in all events prior to delinquency) all taxes, special taxes, assessments,
charges (including water and sewer), fines and |mp05|t|ons levied against or on account of the Property, and shall pay

when due all claims for work done on or for services rendered or materlal fumished 1o the Property. Grantor shall

maintain the Property free of all liens: having priority over or equal to the interest of Lender under this Daed of Trust,

except for the lien of taxes and assessments‘not due and except as otherwise provided in this Deed of Trust,

Right to Contest. Grantor may. Wrthhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the cbligation to pay, 36 long as Lender's interest in the Property is not jeopardized. If a lien arises or is
filed as a result of nonpayment, Grénter shall within fifteen (15) days after the lien arises or, if a lien is filed, within fifteen
(15} days after Grantor has notica. of the filing, secure the discharge of the lien, or if requested by Lender, dsposit with
Lender cash or a sufficient corporate surety bond or other security satisfactory 1o Lender in an amount sufficient to
discharge the lien plus any costs and attorneys’ fees, or other charges that could accrue as a result of a foreclosure or -
sale under the lien. |n any contest, Grantor shall'defend itself and Lender and shall satisfy any adverse judgment bafore
enforcement against the Property. Grantor shall name Lender as an additional obliges under any surety bond furmnished
in the contest proceedings.

Evidence of Payment. Grantor shall upon demand furnlsh to Lender satisfactory evidence of payment of the taxes or
assessments and shall authorize the appropriate governmental official to deliver to Lender at any time a written statement
of the taxes and assessments against the Property

Notice of Consiructlon. Grantor shall notify Lq_ander at least fifteen (15) days before any work is commenced, any
services are fumished, or any materials are supplied to the Property, if any mechanic's lien, materialmen’s lien, or other
lien could be asserted on account of the work, services, or materials. Grantor will upon request of Lender furnish to
Lender advance assurances satistactory to Lender that Grantor can and-will pay the cost of such improvements.

PROPERTY DAMAGE INSURANCE. The following prowsnons relatnng to msunng the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shail procurs and mamtaln pOllGISS of fire insurance with standard extended
coverage endorsements on a replacement basis for the full- -ingurabla value ‘covering all Improvements on the Real
Property in an amount sufficient to avoid application of any coinsurance clause, and with a standard martgages clause in
favor of Lender. Grantor shall also procure and maintain cormprehensive general liability insurance in such coverage
amounts as Lender may request with Trustee and Lender being named as additional insureds in such liability insurance
policies.  Additionally, Grantor shall maintain such other insurance, including’ but not limited to hazard, business
interruption, and boiler insurance, as Lender may reasonably require.-Policies. shall be written in form, amounts,
coverages and basis reasonably acceptable to Lender and issued by a‘company-Or companies reasonably acceptable to
Lender. Grantor, upon request of Lender, will deliver to Lender from time to time the policies or certificates of insurance
in form satisfactory to Lender, including stipulations that coverages will not be.cancelled or diminished without at least
ten (10) days prior written notice to Lender. Each insurance policy also shall include-an endorsement providing that
coverage in favor of Lender will not be impaired in any way by any act, gmission or default of Grantor or any other
person. Should the Rsal Property be located in an area designated by the--Director-of the Federal Emergency
Management Agency as a speclal flood hazard area, Grantor agrees to obtain and maintain Federal 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 loan, up to-the maximum policy
limits set under the National Flood Insurance Program, or as ctherwise required: by Lendar and to maintain such
insurance for tha 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 falls to do so within fifteen (15) days of the casuaity. Whether ornot Lender's security is
impaired, Lender may, at Lender’s election, receive and retain the proceeds of any insurance.énd apply the proceeds to
the reduction of the Indsbtedness, payment of any lien affecting the Property, or the restoration’ and repair of the
Property. |If Lender elscts to apply the proceeds to restoration and repair, Grantor shall repair or repiace the damaged or
destroyed Improvements in & manner satisfactory to Lender. Lender shall, upon satisfactory proof of such expendlture
pay or reimburse Grantor from the proceeds for the reasonable cost of repair or restoration if Grantér is not.ifi default
under this Deed of Trust. Any proceeds which have not been disbursed within 180 days after their receipt-and: wh|ch
Lender has not committed to the repair or restoration of the Property shall be used first to pay any amount-owing fo
Lender under this Deed of Trust, then to pay accrued interest, and the remalnder, if any, shall be applied to:the principal
balance of the Indebtedness. If Lender holds any proceeds after payment in full of the Indebtednass such proceeds )
shall be paid without interest to Grantor as Grantor's interests may appear. :

Grantor’s Report on Insurance. Upcn request of Lender, however not more than once a year, Grantor shall furmsh o
Lender a report on each existing policy of insurance showing: {1} the name of the insurer; (2} the risks |nsur9d {3)
the amount of tha policy; (4) the property insured, the then current replacement value of such property, and the mariner & .
of determining that value; and (5) the expiration date of the policy. Grantor shalf, upon request of Lender, have an A
independent appraiser satisfactory to Lender determine the cash valus replacement cost of the Property. A

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lender's interest m the
Property or if Grantor fails to comply with any provision of this Deed of Trust or any Pelated Documents, including but not
fimited to Grantor’s failure to discharge or pay when dug any amounts Grantor is required to discharge or pay under this Deed )
of Trust or any Related Documents, Lender on Grantar's behalf may (but shall not be obligated t0) take any action that Lender
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’ deeme approprlata including but not limited to discharging or paying all taxes, liens, secunty interests, encumbrances and
other-Elaims, at any time levied or placed on the Property and paying all costs for insuring, maintaining and preserving the
Property. All:such expenditures incurred or paid by Lender for such purposes will then bear interest 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 payable on demand; (B) be added to the balance of the
Note and be appartioned 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 payment which will be
due and payable at'the Note’s maturity, The Deed of Trust also will secure payment of these amounts. Such right shall be in
addition to-all-other nghts and remedies to which Lender may be entitied upon Default.

WARRANTY: DEFENSE OF TITLE. The following provisions relating to ownership of the Property are a part of this Deed of
Trust:

Title. Grantor warrants that (a) Grantor holds good and marketable title of record to the Property in fee s:mple, free
and clear of all lisns and :encumbrances other than those set forth in the Real Property description or In any title
insurance policy, titie.réport, or final titte opinion issued in favor of, and accepted by, Lender in connaction with this Deed

of Trust, and (b) Granter has the full right, power, and authority to execute and deliver this Deed of Trust to Lender.

Detense of Title. ‘Subjec‘t to the exception in the paragraph above, Grantor warrants and will forever defend the titls to
the Property against the lawful claims of all persons. In the event any action or proceeding is commenced that questions
Grantor's tile or the interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the action at Grantor's
expense. Grantor may be’ the nominal party in such proceeding, but Lender shall be entitled to participate in the
proceeding and to be represénted ifi“the proceeding by counsel of Lender's own choice, and Grantor will deliver, or
cause to be deliverad, to Lender such mstrumente as Lender may request from time fo time to permit such participation.

Compliance With Laws. Grantor warranfs that the Property and Grantor's use of the Property complies with all existing
applicable laws, ordinances; and regulations of governmentat authoritieos,

Survival of Representations and Warrantiee-. All representations, warranties, and agreements made by Grantor in this
Deed of Trust shall survive the execution and delivery of this Deed of Trust, shall be continuing in nature, and shall
remain in full force and effect untii euch time'as Grantar's Indebtedness shall be paid in full.

CONDEMNATION. The following pl‘O‘VlSlOﬂS re!atnng to- condamnatlon proceedings are a part of this Deed of Trust:

Praceedings. If any procesding in’ condemnauon |s ‘filed, Grantor shall promptly notify Lender in writing, and Grantor
shall promptly take such steps as may be riecessary 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 proceeding and to be represented in
the proceeding by counsel of its own choice all at Grantor’s expense, and Grantor will defiver or cause to be defivered to
lender such instruments and docurnentahon as mey be requested by Lender from time to time to pemnit such
participation,

Application of Net Proceeds. If all or any part of the Property is condemned by eminent domain procesdings or by any
proceeding of purchase in lisu of condemnation, Lender may at its election require that all or any portion of the net
proceeds of the award be applied to the Indebtedness or the repair or restoration of the Property The net proceads of
the award shall mean the award after payment of al| reasonable coste  expenses, and attorneys' fees incurred by Trustee
or Lender in connection with the condemnnation.

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVEFINMENTAL Aumonmes The following provisions relating to
governmental taxes, fees and charges are a part of this Deed of Trust~ ’

Current Taxes, Fees and Charges. Upon request by Lender Grantor shall execute such documents in addition to this
Deed of Trust and take whatever other action is requested by Lender to'perfect and continue Lender’s lien on the Real
Property. Grantor shail reimburse Lender for all taxes, as: descrlbed below, together with ali expenses incurred In
recording, perfacting or continuing this Deed of Trust, including- without llmltetlon all taxes, fees, documentary stamps,

and other charges for recording or registering this Deed of Trust. '

Taxes. The following shall constitute taxes to which this section applles (1) a speclflc 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 dsduct from payments on the Indebtedness secured by this type of Desd of Trust;
{3) aiax on this type of Deed of Trust chargeable against the Lender of the halderof the Note; and (4) a spacific tax
on all or any portion of the Indebtedness o on payments of principal and mteresl made by Grantor.

Subsequent Taxes. If any tax to which this section applies is enacted subsequent to the de.te of this Deed of Trust, this
event shall have the same effect as an Event of Default, and Lender may exercise any or all of its available remedies for
an Event of Default as provided below unless Grantor either (1) pays the’ tax before it-becomes delinquent, or (2)

cortests the tax as provided above in the Taxes and Liens section and deposrte wnh Lender cash or a sufficient
corporate surety bond or other security satisfactory to Lender.

SECURITY AGREEMENT: FINANCING STATEMENTS. The folfowing provisions relatlng to thrs Deed of Trust as a security
agreement are a part of this Deed of Trust:

Secutity Agreement, This instrument shall constitute a Security Agreement to the extent any: of the Preiperty constitutes
fixtures, and Lender shall have all of the rights of a secured party under the Uniform Gommerclal Code as amended from
time to tima.

Securlty Interest. Upon request by Lender, Grantor shall execute financing statements and take whatever other action
is requested by Lender to perfect and continue Lender's security interest in the Rents and Personal Property. In'addition
‘o recording this Deed of Trust in the real property records, Lender way, al any time and withowt farther stitherization
from Grantar, 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. ‘Upardefault, Grantor
shall not remove, sever or detach the Personal Property from the Property. Upon default, Grantor:shall assemble any
Personal Property not affixed 1o the Property in a manner and at a place reasonably convenient to Grantor and: Lender,
and make it availabla to Lender within three (3) days after receipt of written demand from Lender to the extent permltted
by applicable law.

Addresses. The mailing addressss of Grantor (debtor) and Lender (secured party) from which |nfom1at|on concernlng kjf;
the security interest granted by this Deed of Trust may be obtained (each as required by the Uniform Commerctal Code) s
are as stated on the first page of this Deed of Trust.

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provisions refating to further assurances and F
attorney-in-fact are a part of this Deed of Trust: S

Further Assurances. At any time, and from time to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause 1o be made, executed or delivered, to Lender or to Lender’s designee, and when raquested by
Lender, cause to be filed, recorded, refiled, or rerecorded, as the case may be, at such times and in such offices and
places as Lender may deem appropriate, any and all such mortgages, _deeds of trust, security deeds, security
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_egreemenis financing statements, continuation staterments, instruments of further assurance, certificatas, and other
¢ /< documents as may, in the sole opinion of Lender, be necessary or desirable in order to effectuate, complets, perfect,
_«Continiie;-or preserve (1) Grantor's obligations under the Nots, this Deed of Trust, and the Related Documents, and (2)
thie liens-and security interests created by this Deed of Trust as first and prior fiens 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
i reimburse Lender for all costs and expenses incurred in connection with the matters referred to in this paragraph.

rxAttorney-in-Fact. If Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do so for
and-in-the nameof Grantor and at Grantor's expense. For such purposes, Grantor hersby irrevocably appoints Lender
as.Grantor's attorney-m—fact for the purpose of making, executing, delivering, filing, recording, and doing all other things
as may be’ necessary or desirable, in Lender's sole opinion, to accomplish the matters referred to in the preceding
paragraph. - :
FULL PEHFOHMANCE If Grantor pays all the Indebtedness whan due, and otherwise performs all the obligations imposed
upon Grantor under this Dead of Trust, Lender shall execute and deliver to Trustee a request for full reconveyance and shall
execute and deliver to Grantor ‘sultable statements of termination of any financing statement on file evidencing Lender's
security interest in the Renls and:the Personal Property. Any reconveyance fee shall be paid by Grantor, if permitted by
applicable law. The grantee in aiy reconveyance may be described as the "person or parsons legally entitled thereto”, and
the recitals in the reeonveyance of -any matters or facts shall be conclusive proof of the truthfulness of any such matters or
facts.

EVENTS OF DEFAULT. Eech of the followmg. al Lender's option, shall constitute an Event of Default under this Deed of
Trust: .

Payment Defauit. Gramor fanls to make any payment when due under the Indebtedness.

Other Defaults. Grantor farls to compfy with or to parform any other term, obligation, covenant or candition contained in
this Deed of Trust or in any &f the Relatéd Documents or to comply with or to perform any term, obligation, covenant or
condition contained in any other agreement between Lender and Grantor.

Compliance Default. Failure to compty with any ather term, cbligation, covenant or condition comained in this Deed of
Trust, the Note or in any of the Rslated Documents. I such a failure is curable and if Grantor has not been given a
notice of a breach of the same provision of this-Déed of Trust within the preceding twetve (12) months, it may be cured
{and no Event of Default will have occurred) if Grantor, after Lender sends written notice demanding cure of such failure:
(a) cures the failure within thirty (30} days; or - (bf if the cure requirss more than thirty (30) days, immediately initiates
steps sufficient to cure the fallure and théreafter oormnues and completes all reasonable and necessary steps sufficient
to produce compliance as soon as reasonably praetrcal

Default on Other Payments. Failure of Gramer within the time required by this Deed of Trust to make any payment for
taxes or insurance, of any other payment negessary to prevent filing of or to effect discharge of any fien.

False Statements. Any warranty, representation or statement made or fumished to Lender by Grantor or on Grantor's
tehalf 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 fumished or becomes false or mlsleadmg at any time theroafter.

Defective Coliateralization. This Deed of Trust or any of the Releted Documents ceases to be in full force and effect
(including failure of any collateral document to create a vahd and periecied security interest or lien} at any time and for
any reason.

Death or Insolvency. The death of any Grantor, the msolvency of Granter the appointrment of a recelver for any part of
Grantor's property, any assignment for the benefit of creditors, any: type of craditor workout, or the commencement of
any proceeding under any bankruplicy or insolvency laws by, er agamsl Grantor

Creditor or Forfeiture Proceedings. Commencement of toreclosure or .torfeiture proceedings, whether by judicial
proceeding, self-help, reposs%sion or any other methed, by any creditor of Grantor or by any governmental agency
against any property securing the Indebledness. This includes a.gamishment. of any of Grantor's accounts, including
deposit accounts, with Lender. However, this Event of Default shall not apply if there is a good faith dispute by Grantor
as to the validity or reasonableness of the claim which is the basis‘of the creditar or forfeiture procesding and if Grantor
gives Lender written notice of the creditor or forfeiturs proceeding and deposrts with. Lender monises or a sursty bond for
the creditor or forfeiture proceeding, in an amount determined by Lender, - in 1ts sole drscret:on. as being an adequate
reserve or bond for the dispute.

Breach of Other Agreement. Any breach by Grantor under the terms of any other agreement between Grantor and
Lender that is not remedied within any grace period provided therein, including without limitation any agreement
conceming any indebtedness or other obligation of Grantor to Lender, whather, emstrng now oriater.

Events Affecting Guarantor. Any of the preceding events occurs with respeet.to‘any: guarantor endorser, surety, or
accommedation 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. In the
event of a death, Lender, at its option, may, but shall not be required to, permit:the guarantor's estate to assume
unconditionally the cbligations arising under the guaranty in a manner satisfactory to Lender ‘and; in dmng S0, cure any
Event of Default.

Adverse Change. A material adverse change occurs in Grantor's financial condition, or Lender bel i 'ves the prospect of
paymant or performance of the Indsbtednsgss is impaired. & ;

Insecurity. Lender in good faith belisves itself insecure,

Right to Cure. If such a failure is curable and if Grantor has not been given a notice of a breach oi the sarfie provrsron
of this Deed of Trust within the preceding twelve (12} months, it may be cured (and no Evént of Default. will have
occurred) if Grantor, after Lender sends written notice demanding cure of such failure: (&) cures the failure-within thirty
(30) days; or (b} if the cure requires more than thirty (30} days, immediately initiates steps sufficient to.cure the failure
and thereafter continues and completes all reasonable and necessary steps sufficient to produce complrance as soon as
reasonably practical.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Detault occurs under this Deed of Trust, at any trme ﬂ'iereatter
Trustes or Lender may exercise any one or more of the following rights and remedies: :

Election of Remedies. Election by Lender to pursue any remedy shall not exclude pursuit of any other remedy, and an ;
election to make expenditures or to take action to perform an obligation of Grantor under this Deed of Trust; eﬂer
Grantor's failure to perform, shall not affect Lender’s right to declare a default and exercise its remedies.

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

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have tha right to exercise its pewer of
sale and to foreclose by notics and sale, and Lender shall have the right to foreciose by judicial foreclosure, in elther
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‘case in accordance with and to the full extent provided by applicable law.

R __..-.u_cc'ng_medies. With respect to all or any part of the Perscnal Property, Lender shall have all the rights and remedies of
-4 sgoured party unider the Uniforrn Commerclal Code.

Collect Rents. Lender shall have the right, without notice to Grantor to take possession of and manage the Property
and collact the Rents, including amounts past due and unpaid, and apply the net proceeds, over and above Lender's
‘casts, against the Indebtedness. In furtherance of this right, Lender may require any tenant or other user of the Proparty
to take payments_of rent or use fees directly to Lender. if the Rents are collected by Lender, then Grantor irrevocably
dasigrates Lender as Grantors attorney-in-fact to endorse instruments received in payment thereat in the name of
Grantor and to-niegotiate the same and collect the proceeds. Payments by tenants or other users to Lender in response
to Lendsr’s. demand.shall satisty the obligations for which the payments are made, whather or not any proper grounds
for the demani! éxistéd.".Lender may exercise its rights under this subparagraph either in person, by agent, or through a
recaiver. . Lo F

Appoint Receiver. Lender-shall have the right to have a receiver appointed 1o take possession of all or any part of the
Property, with the power to.protect and preserve the Property, to operate the Property preceding or pending foreclosurs

or sale, and to collect the Rents from the Property and apply the proceeds, over and above the cost of tha receivership,
against the Indébtedness:, The recelver may serve without bond If permitted by law. Lender's right to the appointment

of a receiver shall exist whether er not the apparent value of the Property exceeds the Indebtedness by a substantial
amount. Employment by Lender shall not disqualify a person from serving as a receiver.

Tenancy at Sufferance. .f Grantor ramaing in possession of the Property after the Property is sold as provided abave o
Lender otherwise begémes entifled té-possession of the Property upon default of Grantor, Grantor shall becoms a
tenant at sufferance of Lender. ¢r the purchaser of the Property and shall, at Lender's option, either (1) pay a
reasonable rental for the use of the Property, or (2) vacate the Property immediately upon the demand of Lender.

Other Remedies. Trustee or:Lender shall have any other right or remedy provided in this Deed of Trust or the Note or
by law. )

Notice of Sale. Lender shall give Grantor.reasonable notice 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 disposition of the Perscnal Property is to be made.
Reasonable notice shall mean notice given at least-ten (10) days befora the time of the sale or disposition. Any sale of
the Personal Property may be made.in conjunction with any sale of the Real Property.

Sale of the Property. To the extent-‘.#é_rmine&_xby applicable law, Grantor hereby waives any and all rights fo have the
Property marshafled. In exercising its rights and remedies, the Trustes or Lender shall be free to sell all or any part of the

Property together or separately, in one sale or by separaté-sales. Lender shall be entitled to bid at any public sale on all
or any portion of the Property. FER

Attorneys’ Fees; Expenses. If Lender institutes any suit or action to enforce any of the terms of this Deed of Trust,
Lender shall be entitied to recover such sum as the court may adjudge reasonabla as attorngys’ fees at trial and upon

any appeal. Whether or rot any court action is, involved, and to the extent not prohibited by law, all reasonable

expenses Lender incurs that in Lender's opinion are necessary ai any time for the protection of its interest or the
enforcement of its rights shall become a part of the Iridebtedness payable on demand and shall bear interest at the Note

rate from the date of the expenditure until repaid.:“Expenses covered by this paragraph include, witholt limitation,

however subject 1o any fmits under applicable law, Lender's atiomeys' fees and Lender's legal expenses, whether of not
there is a lawsuit, including attomeys' fees and expenses for bankryptcy proceedings (including efforts to modity or
vacate any automatic stay or injunction), appeals, and any anticipated post-judgment collection services, the cost of

searching records, obtaining title reports (including foreclogure reparts), surveyors' reports, and appraisal fees, title
insurance, and fees for the Trustes, to the extent permitted-by applicable law. Grantor also will pay any court costs, in
addition to all other sums provided by law. R

Rights of Trustee. Trustee shall have all of the rights and duties of geﬁ&er'as séi-_forth in this section.

POWERS AND OBLIGATIONS OF TRUSTEE. The following provisions elating to the powers and obligations of Trustee
(pursuant to Lender's instructions) are part of this Deed of Trust: - S

Powers of Trustee. In addition to all powers of Trustee arising as a'matter.of law, Trustee shall have the power to take
the following actions with respect to the Property upon the written request of Lender and:-Grantor: (a) join in preparing
and filing a map or plat of the Real Property, including the dedication of streets or other rights to the public; (b} join in
granting any easement or creating any restriction on the Real Property; and (c) joinin:any subordination or other
agreement affecting this Deod of Trust or the interest of Lender under this Deed of Trust. . -

Obligations to Notify. Trustee shall not be obligated to notity any other pafty of a pendiﬁg sale under any other trust
deed or lien, or of any action or proceeding in which Grantor, Lender, or Trustes-shall be a‘party, unless required by
applicable law, or unfess the action or proceeding is brought by Trustes. Pt

Trustee. Trustsa shall meet all qualifications required for Trustes under applicable law. In addition to the rights and
remedies set forth above, with respect to all or any part of the Property, the Trustee shall have the right to foreclose by
notice and sale, and Lender shall have the right to foreciose by judicial foreclosure, in either case‘in accordance with and
fo the full extent provided by applicable law, S

Successor Trustee. Lender, at Lender's option, may from time to time appoint a successor Trustge 10 any Trustee
appointed under this Deed of Trust by an instrument executed and acknowledged by Lender and recerded in the office

of the racorder of Skagit County, State of Washington, The instrument shali contain, in addition to.all othér. 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 Trust is recorded, and the name and address of the successer trustee, and-the jnstrument
shall be executed and acknowledged by Lender or ts successors in interest. The successor trustes; without conveyance
of the Property, shail succeed to all the titte, power, and duties conferred upon the Trustee in this Deed of Trust and:by
applicable law. This procedure for substitution of Trustee shall govem to the exclusion of all cther provisions, for
substitution. A

NOTICES. Subject to applicable law, and except for notice required or allowed by law to be given in another manner,any”
notice required to be given under this Dead of Trust, including without limitation any notice of default and any notice of Sale .
shall be given in writing, and shall be effective when actually delivered, when actually received by telefacsimile {unless . :
otherwise required by law), when deposited with a nationally recognized overnight courier, or, if maited, when depositedin_*
the United States mail, as first class, certified or registered mall postage prepaid, directed to the addresses shown near the' ¢
beginning of this Deed of Trust. All copies of notices of foreclosure from the holder of any lien which has priority over this *
Deed of Trust shall be sent to Lender's address, as shown near the beginning of this Deed of Trust. Any party may change jts. .~
address for notices under this Deed of Trust by giving formal written notice o the other parties, specifying that the purpose bf* .
the notice is to change the party’s address. For notice purposes, Grantor agrees to keep Lender informed at all times of .-
Grantor's cument address. Subject to applicable law, and except for notice required or allowed by law to be given in another”
0301
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C Grantore. .~
MISCELLANEOUS PROVISIONS. The following miscellanecus provisions are a part of this Deed of Trust:

Amepdments. This Deed of Trust, together with any Related Documents, constitutes the entire understanding and

dgreement of the parties as 10 the matters set forth in this Deed of Trust. No alteration of or amendment to this Deed of
i Trust shall be effective unless given in writing and signed by the party or parties sought to be charged or bound by the
 afteration of amendment.

Arinual-Reports: " if the Property is used for purposes other than Grantor's residence, Grantor shall furnish to Lender,
upen request,-a certified statement of net operating income received from the Property during Grantor's previous fiscal
year in such fofm-arndg detail as Lender shall require. "Net operating income" shall mean all cash receipts from the
Property-less-alk.cash éxpenditures made in connection with the operation of the Property.

Captioh Headings. Caption headings 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.

Merger. There shail' be"hb__fhsrger of the interest or estate created by this Deed of Trust with any other interest or ostate
in the Property at any. time field 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, construed and enforced in accordance with federal law
and the laws of the State-of Washington. This Deed of Trust has been accepted by Lender in the State of
Washington.

Cholce of Venue. If thére is a lawsLit, Grantor agrees upon Lender’s request to submit o the jurisdiction of the courts of
Whatcom County, Statedt Washington.

Joint and Several Liabil_l'ty._" All obli“gaiions of Grantor under this Deed of Trust shall be joint and several, and all
references 10 Grantor shalk mean eachiand every Grantor. This means that each Grantor signing below is responsible for
all obligations in this Deed of Trust, i o

No Waiver by Lender. Lender shall neot be’ deemed to have waived any rights under this Deed of Trust unless such
waiver Is given in writing and signed by Lender. No delay or omission on the pan of Lender in exercising any right shall
operate as a waiver of such right or any other right. A waiver by Lender of a provision of this Deed of Trust shall not
prejudice or constitute a waiver of:Lender’s.righit otherwise o demand strict compliance with that provision or-any other
provigion of this Deed of Trust. No prior ‘waiver by Lender, nor any course of dealing between Lender and Grantor, shall
constitute a waiver of any of Lender’s ights or'of-any of Grantor’s obligations as to any fulure transactions. Whensver
the consent of Lender is required under this Beed of Trust, the granting of such consent by Lender in any instance shall
not constitute continuing consent to subsequent instances where such consent is required and in all cases such consent
may he granted or withheld in the sole discretion of Lender.

Severability.  a court of competent jurisdiction finds any provision of this Deed of Trust to be illegal, invalid, o
unenforceable as o any person or circumstance; that finding shall not make the offending provision ilegal, invalid, or
unenforceable as to any other person or circumstance. If feasible, the offending provision shall be considered modified

50 that it becomes legal, valid and enforceable. “If the offending provision cannot be so madified, it shall be considered

deleted from this Deed of Trust. Unless otherwise:required by law, the illegality, invalidity, or unenforceablity of any
provision of this Deed of Trust shall not affect the lagality, validity or enforceability of any other provision of this Deed of
Trust. L

Successors and Assigns. Subject to any limitations stated.in this Deed of Trust on transfer of Grantor's interest, this
Deed of Trust shall be binding upon and inura to the benefit of the parties, their successors and assigns. |If ownership of
the Property becomes vested in a person other than Grantor;: Lendef, without notice to Grantor, may cdeal with Grantor's
successors with reference to this Deed of Trust and the:indabiedness. by, way of forbearance or extension 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 b__t_ this Deed of Trust.

Waive Jury. All parties to this Deed of Trust hereby waive the right to any ]__iiry trial In any action, proceeding, or
counterclaim brought by any party against any other party. - ~ S

Waiver of Homestead Exemption. Grantor hereby releases and-._v'vaivésféil:.. rights- and benelits of the homestead
exemption laws of the State of Washingten as to all Indebtedness securéd by this Dead of Trust.

DEFINITIONS. The following capitalized words and terms shall have the following meanings when used In this Deed of Trust.
Urless specifically stated to the contrary, all references to dollar amounts shall medn amounts in lawful money of the United
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 atherwise defined in this Deed of Trust-shall have the meanings atiributed to
such terms in the Uniform Gommercial Code: gt

Beneficiary. The word “Beneficiary” means Horizon Bank, and its successors and assidgsf L

Borrower. The word "Borrower* means Richard F Hill and Judy A Hill, and all other persons‘and entities signing the
Note in whatever capacity. L T e

Deed of Trust. The words "Deed of Trust" mean this Deed of Trust among Grantor, Lender; and Trustee, and includes
without limitation all assignment and security interest provisions relating to the Personal Property.and-Rerits.

Default. The word *Default" means the Default set forth in this Deed of Trust in the section tiﬂfa_g""bef‘aﬁttf'_}‘ .

Environmental Laws. The words "Environmental Laws" mean any and all state, federal and local-statutes, regulations
and ordinances relating to the protection of human health or the environment, including without” limftation the

Comprehensive Environmental Response, Compensation, and Liabiiity Act of 1980, as amendsd, 42 Y.5.C. Section
9501, et seq. ("CERGLA", the Superfund Amendments and Reauthorization Act of 1986, Pub. L. No,-99-489 ("SARA"),
the Hazardous Materials Transportation Act, 49 U.S.C. Section 1801, et seq., the Resource Conservation and’ Recovery
Act, 42 U.S.C. Section 6901, et seq., or other applicable state or federal laws, rules, or regulations adoptéd pursuant
thereto. T

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

Grantor. The word "Grantor” means Richard FHill and Judy A Hill

Guaranty. The word "Guaranty" means the guaranty from guarantor, endorser, surety, or accommodation.panty 16
Lender, including without limitation a guaranty of all or part of the Note. e

Hazardous Substances. The words “Hazardous Substances® mean materials that, because of their quantity,
concentration or physical, chemical or infectious characteristics, may cause or poss a present or potential hazard to
human health or the environment when improperly used, treated, stored, disposed of, generated, manufactured,
transported or ctharwise handled. The words "Hazardous Substances" are used in their very broadest sense and
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; ]nc:lude -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 includes, without limitation, petroleun and petroleum
Vhy-products or any fraction thereof and asbestos.

: Improvementa The word "Improvements” means all existing and future improvements, buildings, structures, mobile
hommies affixed on the Real Property, 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 Note or Related Documents, together with all renewals of, extensions of, modifications of, consolidations of
angd substitutions:for. the Note or Related Documents and any amounts expended or advanced by Lender to discharge
Graintor's-Obligdtions “or expenses incurred by Trustee or Lender to enforce Grantor's obligations under this Deed of
Trust, 1ogether w:th Interest on such amounts as provided in this Deed of Trust.

Lender. The word ‘Lender means Horizon Bank, its successors and assigns.

Note, The word "Note" ineans the promissory note dated January 29, 2003, in the original principal amount
of $48,000.00 from Grantor to Lender, together with all renewals of, extsnsions of, modifications of, refinancings of,
consolidations of, and substrtutwns for the promissory note or agreament.

Personal Property. Ths words “Personal Property" mean all equipment, fixtures, and other articles of personal property
now or hereaftef owned: by Grantor, and now or hereafter attached or affixed to the Real Properly; together with all
accessions, parts, and additions to, all replacements of, and all substitutions for, any of such property; 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 disposmon of the. Propeny

Property. The word "Property" méans’ collectwely the Real Property and the Personal Property.

Real Property. The words. "Fleal Property" mean the real property, interests and rights, as further described in this Deed
of Trust.

Related Documentis. The words "Fle!ated Documents“ mean all promissory notes, credit agreements, loan agreemsnts,
environmental agreements, guaranties,: sacurlty agreements, mortgages, deeds of trust, security deeds, collateral
morgages, and all other |nstrumenm agreements and documents, whether now or hereafter existing, executed in
connection with the Indebtedness. . :

Rents. The word "Rents” means all present and futura rents, revenues, income, issues, royalties, profits, and other
benefits derived from the Property. -

Trustes. The word “Trustes" means Westward Fnanmal Bervices Inc, whose mailing address is 1500 Comwall Avenue,
Bellingham, WA 98225 and any substitute or sUBCessOr trustaes

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

GRANTOR: -

STATE OF (/\)‘" \5(’\ W\Vt;—— )

COUNTY OF Stﬁ‘«lﬁy— )

On this day before me, the undersigned Notary Public, personally appeared Rlchard F Hill and. Judy A Hill, hushand and
wife, personally known to me or proved to me on the basis of satisfactory evidence to be-the-ihdividuals. descrebed in and
who executed the Deed of Trust, and acknowledged that they signed the Deed of Trust as thelr frea and voluntary act and

deed, for the uses and purposes therein mentioned. ot éuq
Glven under my hand and official seal thls \ VA' . day of L""“-"’\! T , 200 3
N / s,
i ‘,.oouun.,. f’ I"
AN e EA

Notary Public in and for the State of ; 5 \‘\OTA’? §;¢§ My commission expires 2 {5
ETA ) i = S
=z y TUB Lo . é‘- §
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