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CHIOAGO TITI.ECﬂ. CONSTRUCTION DEED OF TRUST
cz71327 /-

DATE: May 29, 2003

Reference # (if applxcable] 1060019419/(227327 Additional on page
Grantor{s}:

1. DOTY, STEVENW

2. DOTY, SHIRLEY E

3. PENNINGTOCN, NORMAN R

Grantee(s}
1. BANK NORTHWEST : 3
2. CHICAGO TITLE COMPANY Trustee

Legal Description: LTS 32, 45, 49, 68 73 AND 75, MADDOX CREEK P.U.D.
PHASE 1, VOL 16, PGS. 121-130 + = & Additional on page 2

Assessor’'s Tax Parcel ID#: 4681-OOb—032-0000,4681~000-045-0000, 4681-000-049-0000,
4681-000-068-0000, 4681-000-073-0000; 4681-000-075-0000

THIS DEED OF TRUST is dated May 29, 2003, among STEVEN W. DOTY, whose address is
1926 LINDSAY LOOP, MOUNT VERNON, WA 98273 AND SHIRLEY DOTY, whose address is
1926 LINDSAY LOOP, MOUNT VERNON, WA - 98273, HUSBAND AND WIFE d/b/a ZADA
PROFESSIONAL SERVICES AND NORMAN R. PENNINGTON; whose address is 3602 FIELDING
AVE, BELLINGHAM, WA 98226, AS HIS SEPARATE ESTATE, d/b/a PENNINGTON
CONSTRUCTION (“"Grantor”); BANK NORTHWEST, whose mallmg address is MAIN OFFICE,
100 GRAND AVENUE, PO BOX 1038, BELLINGHAM, WA 98225 ireferred to below sometimes
as "Lender” and sometimes as "Beneficiary”); and CHICAGO. TITLE' COMPANY whose mailing
address is 1616 CORNWALL AVENUE SUITE 115, 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 arid | possession and for the benefit of Lender as Beneficlary, all of Grantor's right, title, and interest in and to
the following-déscribed real property, together with all existing or subsequently erected or affixed puildings,
improgvements and fixtures; all easements, rights of way, and appurtenances; all water, water rights and ditch rights
(including stock in wtilities with ditch or irrigation rights); and all other rights, royalties, and profits relatmg to the real
property, including’ without limitation all minerals, oil, gas, geothermal and similar matters, (the “Real Property™)

located in SKAGIT County, State of Washington:

LOTS 32, 45,49, 68, 73 AND 75, MADDOX CREEK P.U.D. PHASE 1, ACCORDING TO
THE PLAT. THEREOF, RECORDED IN VOLUME 16 OF PLATS, PAGE 121 TO 130,
RECORDS OF SKAGIT COUNTY, WASHINGTON.

EXCEPT THAT PORTION OF LOT 75 CONVEYED BY BOUNDARY LINW
CLAIM DEED RECORDED NOVEMBER 4, 1998 UNDER AUDITOR'S Fl 0. 9811040087,
RECORDS OF SKAGIT COUNTY WASHINGTON, DESCRIBED AS FOLLOWS:

BEGINNING AT THE_MQST NORTHWESTERLY CORNER OF SAID LOT 75;

THENCE SOUTH 62"0'} 54*-EAST 25.20 FEET ALONG THE NORTHERLY LINE OF SAID LOT
76 TO A CONTIGUOUS CORNER WITH TRACT 86, SAID PLAT;

THENCE SOUTH 75°‘l4 10" WEST 30.69 FEET MORE OR LESS, TO A POINT ON THE
WESTERLY LINE OF LOT 75; -

THENCE NORTH 20°41’ 15" EAST 20.95 FEET ALONG SAID WESTERLY LINE TO THE
POINT OF BEGINNING; - co

SITUATED IN SKAGIT cop‘l'\_lw:, WASHINGTON.

The Real Property or its address is ‘commonly known as LOTS 32, 45, 49, 68, 73 & 75
MADDOX CREEK, MOUNT VERNON, WA 98273. The Real Property tax identification number
is 4681-000-032-0000,4681-000-045- 0000 © 4681-000-049-0000, 4681-000-068-0000,
4681-000-073-0000, 4681-000-075- 0000

Grantor hereby assigns as security to Lender, aII of. Grantor s right, title, and interest in and to all leases, Rents, and
profits of the Property. This assignment is recorded in accordance with RCW 65.08.070; the lien created by this
assignment is intended to be specific, perfected and.choate upon the recording of this Deed of Trust. Lender grants to
Grantor a license to collect the Rents and profits, "which license‘may be revoked 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, IS GIVEN TO SECURE (A} PAYMENT" OF THE INDEBTEDNESS AND (B) PERFORMANCE OF
ANY AND ALL OBLIGATIONS UNDER THE NOTE, THE RELATED DOQCUMENTS, AND THIS DEED OF TRUST. THIS
DEED OF TRUST IS GIVEN AND ACCEPTED ON THE FOLLOWING TERMS

PAYMENT AND PERFORMANCE. Except as otherwise provuded in- thls Deed ‘6f Trust, Grantor shall pay to Lender all
amounts secured by this Deed of Trust as they become due, and shall strictly and in a timely manner perform all of
Grantor's obligations under the Note, this Deed of Trust, and the F{ela__ted Document_s

CONSTRUCTION MORTGAGE. This Deed of Trust is a “constructipnﬁi mortgag‘é".; for the purposes of Sections 9-334
and 2A-309 of the Uniform Commercial Code, as those sections have been addpted by the State of Washington.

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

Possession and Use. Until Default, Grantor may (1} remain in pOSSESSIOr)_' and can‘trdl of the Property; (2) use,
operate or manage the Property; and (3] collect the Rents from the:Property (this privilege is a license from
Lender to Grantor automatically revoked upon default). The following provisions relate 16-the use of the Property
or to other limitations on the Property. The Real Property is not used principa'll\'j for agricultdral purposes.

Duty to Maintain. Grantor shall maintain the Property in tenantable condltlon and promptly perform all repairs,
replacements, and maintenance necessary to preserve its value.

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance nor commtt permlt or suffer any
stripping of or waste on or to the Property or any portion of the Property. Wlthout lieviting the’ ‘Yenerality of the
foregoing, Grantor will not remove, or grant to any other party the right to remove, any timber;’ mmerals (inctuding
oil and gas), coal, clay, scoria, soil, gravel or rock products without Lender's prior written cdnsent

Removal of Irnprovements. Grantor shall not demolish or remove any Improvements from the Real Property
without Lender’s prior written consent. As a condition to the removal of any Improvements, Lender may require
Grantor to make arrangements satisfactory to Lender to replace such Improvements with Improvements of at least
equal value. g

Lender's Right to Entar. Lender and Lender's agents and representatives may enter upon the Heal Property at all
reasonable times to attend to Lender's interests and 1o inspect the Real Property for purppses of Grantur 5
compliance with the terms and conditions of this Deed of Trust. P

Compliance with Governmental Requirements. Grantor shall promptly comply, and shaII promptly cause,‘-_
compliance by all agents, tenants or other persons or entities of every nature whatsoever whosrent, lease of
otherwise use or occupy the Property in any manner, with all laws, ordinances, and regulations, now dr hereafter. .
in effect, of all governmental 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, orf

requlation and withhald compliance during any proceeding, mcludlng appropriate appeals, so long as Graptor has

notified Lender in writing prior to doing so and so long as, in Lendar's sole opinion, Lender's interests in ;thes
Property are not jeopardized. Lender may require Grantor to post adequate security or a surety bond, reasonably'.;-”‘
satisfactory to Lender, to protect Lender's interest. s

Duty to Protect. Grantor agrees neither to abandon or leave unattended the Property. Grantor shall do all other
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acts,m addition 10 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.

" Construction Loan. |f some or all of the proceeds of the loan creating the Indebtedness are to be used to construct
dr gomplete gonstruction of any Improvements on the Property, the Improvements shall be completed no later than
ithe maturity date of the Note {or such earlier date as Lender may reasonably establish) and Grantor shall pay in full
?f-all costs and expenses in connection with the work. Lender will disburse loan proceeds under such terms and
conditions as Lender may deem reasonably necessary to insure that the interest created by this Deed of Trust shall
have-priority over all possible liens, including those of material suppliers and workmen. Lender may require, among
other thihgs,"tha‘t disbursement requests be supported by receipted bills, expense affidavits, waivers of liens,
constructron progress reports, and such other documentation as Lender may reasonably request,

DUE ON SALE .- CONSEI’\IT BY LENDER. Lender may, at Lender's aption, [A) declare immediately due and payabie all
sums secured by this:Deed of Trust or (B} increase the interest rate provided for in the Note or other document
evidencing the Indebfedness and impose such other conditions as Lender deems appropriate, upon the sale or transfer,
without Lender's prio_r_.-wri_tten--,__c'ensent, 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; whather
legal, beneficial or‘gquitable;.whether voluntary or inveluntary; 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 to any land trust holding title to the Real Property, or by any
other method of conveyance .6f an interest in the Real Property. However, this option shall not be exercised by Lender
if such exercise is prohlblted by federal Iaw or by Washington law.

TAXES AND LIENS. The' followmg provislens 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 delinguency] all taxes, special taxes, assessments,
charges (including water and.sewer), flnes -and impositions levied against or on account of the Property, and shall
pay when due ail claims for work: done’ on“or for services rendered or material furnished to tha Property, Grantor
shall maintain the Property freé of all lieris having priority over or equal to the interest of Lender under this Deed of
Trust, except for the jien of taxes and assessments not due and except as otherwise provided in this Deed of
Trust.

Right to Contest. Grantor may wit_hh‘bld .pa“'yr_n'eni of any tax, assessment, or claim in cannection with a good faith
dispute aver the obligation to pay, soténg.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 ar a sufficient gorporate surety bond or other security satisfactary to Lender in an
amount sufficient to discharge the lien plus any codts and attorneys' 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 Property. Grantor shall name Lender as an additional
obligee under any surety bond furnished in the.cbmest proceedings.

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

Notice of Construction. Grantor shall notify Lender at Ieast flfteen {1 5} days before any work is commenced, any
services are furnished, 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, servrcesi or.matertals. Grantar 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 foliowing provisions relatlng to |nsur|ng the Property are a part of this Deed of
Trust,

Maintenance of Insurance. Grantor shall procure and malntam pohcues of frre insurance with standard extanded
coverage endorsements on a replacement basis for the full insurable: value ‘cavering all Improvements on the Reat
Property in an amount sufficient to avoid application of any coinsurance clause, and with a standard mortgagee
clause in favor of Lender. Grantor shall also procure and maintain compreghensive ‘general liability insurance in such
caverage 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 lnsurance, including but not limited to
hazard, business interruption, and boiler insurance, as Lender may reasdnably requite. 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 Lepnter from time to time the
policies or certificates of insurance in form satisfactory to Lender, including stipulations that coverages will not be
cancelied 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,
omission or default of Grantor or any other person. Should the Real Property bé i6cated in-an area designated by
the Director of the Federal Emergency Management Agency as a special flood* hazard area; Grantor agrees to
abtain and maintain Federal Flood Insurance, if available, within 45 days after notite is gwen By Lender that the
Property is located in a special flood hazard area, for the full unpaid principal balance of thé lean and any prior liens
an the property securing the loan, up to the maximum policy limits set under the Natignal Flood Insurance Program,
or as otherwise required by Lender, and to maintain such insurance for the term of the loan.

Application of Proceeds. Grantar shall promptly notify Lender of any loss or damage to the F'raperty Lender may
make proof of loss if Grantor fails 10 do so within fifteen {15} days of the casualty. Whethér o not’ Lender S
security is impaired, Lender may, at Lender's election, receive and retain the proceeds of any insurange and apply
the proceeds to the reduction of the Indebtedness, payment of any lien affecting the Property, or.the restoration
and repair of the Property, If Lender elects to apply the proceeds to restoration and repair, Grar_}tor_.sha_ll Tepair or
replace the damaged or 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 redsonable:-gost of °.
repair or restoration if Grantor is not in 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 restoratlon of
the Property shall be used first to pay any amount owing to Lender under this Deed of Trust, then to pay acc ued

interest, and the remainder, if any, shall be applied to the principal balance of the Indebtedness. |f Lehder holds i
any proceeds after payment in full of the Indebtedness, such proceeds shall be paid without interest to Grantor as’

Grantor's interests may appear.

Grantor's Report on Insurance. Upon request of Lender, however not more than once a year, Grantor shall fl".tr_ni-'s'rm
to Lender a report on each existing policy of insurance showing: (1} the name of the insurer; (2) the risks

insured; ({3) the amount of the policy; (4} the property insured, the then current replacement value of such -
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property, and the manner of determining that value; and (5} the expiration date of the policy. Grantor shalt, upon
¢/ -fequest of Lender, have an independent appraiser satisfactory to Lender determine the cash value replacement cost
* of'the Property.

LENDER S EXPENDITURES If any action or proceeding is commenced that would materially affect Lender's interest in
the Fropertv or if Grantor fails to comply with any provision of this Deed of Trust or any Related Documents, including
but riot limited o Grantor's failure to discharge or pay when due any amounts Grantor is required to discharge or pay
under this Deed of Trust or any Refated Documents, Lender on Grantor's behalf may (but shall not be obligated to) take
any action that l:ender deems appropriate, including but not iimited to discharging or paying all taxes, liens, security
|nterests, encumbrences and other claims, at any time levied or placed on the Property and paying all costs for insuring,
mainitaining “and preservnng the Property. All such expenditures incurred or paid by Lender for such purposes will then
bear interest at the'tate'charged under the Note from the date incurred or paid by Lender to the date of repayment by
Grantor. Alf 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 apportioned among and be payable with any installment
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’ p_ayment of these amounts. Such right shall be in addition to all other rights and remedies to
which Lender may be erititled .upen 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 halds good and marketable title of record to the Property in fee simple,
free and clear of all liens’ and’ encumbrances other than those set forth in the Real Property description or in any
title insurance policy, title repdrt, or-final title opinion issued in favor of, and accepted by, Lender in cannection
with this Deed of Trust, and (b} Grantor has the full right, power, and authority to execute and deliver this Deed of
Trust to Lender. : o

Defense of Titla. Subject"t_o ‘the.__excep_tien_f-in the paragraph above, Grantor warrants and will forever defend the
titla to the Property against the lawful-tlaims of all persons. In the event any action or proceeding is commenced
that questions Grantor's title or theifiterést of Trustee or Lender under this Deed of Trust, Grantor shall defend the
action at Grantor's expense. Graftor-may be the nominal party in such proceeding, but Lender shall be entitled to
participate in the proceeding and_.to be repreeen‘ted in the proceeding by counsel of Lender's own choice, and
Grantor will deliver, or cause to be deizvered to l.ender such instruments as Lender may request from time to time
to permit such participation. s,y

Compliance With Laws. Grantor warrants that the Property and Grantor's use of the Property complies with all
existing applicable laws, ordinances, and regulations’of governmental authorities.

Survival of Representations and Warrantie_s-:.‘ Alt'f_ep'resentations, 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 until such.time as Grantor's Indebtedness shall be paid in full.

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

Proceedings. If any proceeding in condemnatmn is filed, Grantor shall promptly notify Lender in writing, and
Grantor shall promptly take such steps as may be necessary to.défend the action and obtain the award. Grantor
may be the nominal party in such proceeding, but Lender shall: he ‘entjtied to participate in the proceeding and to be
represented in the proceeding by counsel of its own choicé all at Grantor's expense, and Grantor will deliver or
cause to be delivered to Lender such instruments and documentatlon as may be requested by Lender from time to
time to permit such participation. .

Application of Net Proceeds. If all or any part of the Property is {:ondemned by eminent domain proceedings or by
any proceeding or purchase in lieu of condemnation, Lender may at its-etection require that all or any portion of the
net proceeds of the award be applied to the Indebtedness or the repair or restoration of the Property. The net
proceeds of the award shall mean the award after payment of all reasonable costs, expenses, and attorneys' fees
incurred by Trustee or Lender in connection with the condemnatlon

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVEHNMENTAL AUTHORITIES The following provisions relating
ta governmental taxes, fees and charges are a part of this Deed of Trust:., o

Current Taxes, Fees and Charges. Upon request bv Lender, Grantor shali 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 an
the Real Property. Grantor shall reimburse Lender for all taxes, as described below; together with all expenses
incurred in recording, perfecting or continuing this Deed of Trust, mcludlng w;thout Jiritation all taxes, fees,
documentary stamps, and other charges for recording or registering this Deed of Trust f

Taxes. The following shall constitute taxes to which this section applies: {1) a speclflc tax upon this type of
Deed of Trust or upon all or any part of the Indebtedness secured by this Deed of Trust; [2) a spegific 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 chargeable against the’Lénder.cr the holder of the Note;
and (4} a specific tax on all or any portion of the Indebtedness or on payments of prmc:pa] and |nterest made by
Grantor. .

Subsequent Taxes. I|f any tax to which this section applies is enacted subsequent to“;the,-‘da'te-" of this Deed of
Trust, this event shall have the same effect as Default, and Lender may exercise any or ‘all 61 its .available remedies
for Default as provided below unless Grantor sither (1) pays the tax before it becomds  délinquent; or (2)
contests the tax as provided above in the Taxes and Liens section and deposits with Lender cash or.d sufflment
corporate surety bond or other security satisfactory to Lender.

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

Security Agreement. This instrument shall constitute a Security Agreament to the extent any of the Property
constitutes fixtures, and Lender shall have all of the rights of a secured party under the Uniform Commercsal Code-"‘~__
as amended from time to time. : R

Security Interest. Upon request by Lender, Grantor shall execute financing statements and take whatever dth S3F
action is requested by Lender to perfect and continue Lender's security interest in the Rents and Personal Property. ¢

In addition to recording this Deed of Trust in the real property records, Lender may, at any time and W|thout further

authorization from Grantor, file executed counterparts, copies or repraductions of this Deed of Trust as a flnanc_mg.."

statement. Grantar shall reimburse Lender for all expenses incurred in perfecting or continuing this securiiy__-."‘

interest. Upon default, Grantor shall not remove, saver or detach the Personal Property from the Property. Upon’
default, Grantor shall assemble any Personal Property not affixed to the Property in a manner and at a place
reasonably convenient to Grantor and Lender and make it available to Lender within three (3) days after recelpt of
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wrrtten demand fram Lender to the extent permitted by applicable law.

vA'r:ldresses The mailing addresses of Grantor (debtor) and Lender {secured party) from which information
concerning ‘the security interest granted by this Deed of Trust may be obtained {each as required by the Uniform
Commercral €ode) are as stated on the first page of this Deed of Trust.

FURTHER ASSURANCES ATTORNEY-IN-FACT. The following provisions relating to further assurances and
attorney -in-fagt’ are a part of this Deed of Trust:

Further’ Assurances At any time, and from time to time, upon request of Lender, Grantar will make, execute and
deliver:6r wrll cause to be made, executed or delivered, to Lender or to Lender's designee, and when requested by
Lender, causeto be filed, recorded, refiled, or rerecorded, as the case may be, at such times and in such offices
and places a8, Lender may deem appropriate, any and all such mortgages, deeds of trust, security deeds, security
agreements, fmancrng 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, ar preserve {11  Grantor's obligations under the Note, this Deed of Trust, and the Related
Documents, and-"{2}% the, Irens and security interests created by this Deed of Trust as first and prior liens on the
Property, whether-:-'now owned ar hereafter acquired by Grantor. Unless prohibited by law ar Lender agrees to the
cantrary in wiiting, Grantor shall reimburse Lender for all costs and expenses incurred in connection with the
matters referred to in this paragraph.

Attorney-in-Fact. [f Grantor fails to do any of the things referred to in the preceding paragraph, Lendar 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 attorngy-in-fact. for the purpose of making, executing, delivering, filing, recording, and doing all
other things as may be necessary or desrrable, in Lender’s sole opinion, to accomplish the matters referred to in
the preceding paragraph. :

FULL PERFORMANCE. |If Granter pays al| the Indebtedness when due, and otherwise performs all the obligations
imposed upan Grantor under this: Deed of Trust, Lender shall execute and deliver to Trustee a request for full
reconveyance and shall execute and délivef to"Grantor suitable statements of termination of any financing statement on
file evidencing Lender's security interest’in.the Rents and the Personal Property. Any reconveyance fee shall be paid by
Grantar, if permitted by applicable law. ‘The grantes.in any reconveyance may be described as the "person or persons
legally entitled thereto”, and the recitals ;n thie reconvevance of any matters or facts shall be conclusive proof of the
truthfulness of any such matters or facts. ;

DEFAULT. Default will occur if payment in full is: not made mrnedrately when due.

RIGHTS AND REMEDIES ON DEFAULT. If Default 0CCLS under this Deed of Trust, at any time thereafter, Trustee or
Lender may exercise any one or more of the followmg rlghts 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 ta take action to perform an obligation of Grantor under this Deed of Trust,
after 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 "ri_ght at its option to declare the entire Indebtedness immediately
due and payable, including any prepayment penalty which Grantof :would he required to pay.

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have the right to exercise its
power of sale and to foreclose by notice and sale, and Lender ishall have the right to foreclose by judicial
foreclosure, in either case in accordance with and to the fuIi extent provided by applicable law.

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

Collect Rents. Lender shall have the right, without notlce to Grantor to-take possession of and manage the
Property and collect the Rents, including amounts past due a_nd__ unpaid, and apply the net proceeds, over and
above Lender's costs, against the Indebtedness. In furtherange:of this right, Lender may require any tenant or
other user of the Property to make payments of rent or use fees directly to Lender. If the Rents are collected by
Lender, then Grantor irrevocably designates Lender as Grantor's attorney-|n~fact to endorse instruments received in
payment thereof in the name of Grantor and to negotiate the same.and coflegt'the proceeds. Payments by tenants
ar other users to Lender in response to Lender's demand shall satisty’ the obllgatlons for which the payments are
made, whether or not any proper grounds for the demand existed. Lender may, exermse its rights under this
subparagraph either in person, by agent, or through a receiver. E ;

Appoint Receiver. Lender shall have the right to have a receivar appornted to take possess:on of all or any part of
the Praperty, with the power 1o protect and preserve the Property, to operate the Property preceding or pending
foreclosure or sale, and to collect the Rents from the Praperty and apply the-proceeds, gver and above the cost of
the receivership, against the Indebtedness. The receiver may serve without bornd if‘permitted by law. Lender's
right to the appointment of a receiver shall exist whether or not the apparent valtie of the Property exceeds the
Indebtedness by a substantial amount. Employment by Lender shall not dlsquahfy a perscm from serving as a
receiver. . 2

Tenancy at Sufferance. |f Grantor remains in possession of the Property after fhe. P.rciperty i_s s_pld as provided
above or Lender otherwise becomes entitled to possession of the Property upon default of Grantor, Grantor shall
bscome a tenant at sufferance of Lender or the purchaser of the Property and shall, at Lender’s:optian, either (1)
pay a reasonable rental for the use of the Property, or (2} vacate the Property |mmedJater upon the demand of
Lender,

Other Remedies. Trustee or Lender shall have any other right or remedy praovided in this Deed of Trust or: the Note
or by law. S0

Notice of Sale. Lender shall give Grantor reasonabie notice of the time and place of any publlc sale of the Personal
Property or of the time after which any private sale or other intended dispositicn of the Personal: Praperty is to be
made. Reasonable notice shall mean notice given at least ten {10} days before the time of the sa!e or dlsposmons_

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 permitted by applicable law, Grantor hereby waives any and all rrghts 19 have K_:Z"
the Property marshalled. In exercising its rights and remedies, the Trustee or Lender shall be free to sell all’or. AR

part of the Praperty together or separately, in one sale or by separate sales. lender shall be entitled to. brd at any

public sale on all or any portion of the Property.

Attorneys’ Fees; Expenses. If Lender institutes any suit or action to enforce any of the terms of this Deed of_._---
Trust, Lender shall be entitled to recaver such sum as the court may adjudge reasonable as attorneys' fees at trial
and upon any appeal. Whether or not any court action is involved, and to the extent not prohibited by lave;” all
reasonable expenses Lender incurs that in Lender's opinion are necessary at any time for the protection of its -
interest or the enforcement of its rights shall become a part of the Indebtedness payable on demand and shall bear ..*
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‘interest at the Note rate from the date of the expenditure until repaid. Expenses covered by this paragraph include,
£ £.AWithdut limitation, however subject to any limits under applicable law, Lender's attorneys' fees and Lender’s legal
7 akpenses,, whether or not there is a lawsuit, including attorneys' fees and expenses for bankruptcy proceedings

- linefuding efforts to modify or vacate any automatic stay or injunction), appeals, and any anticipated post- 1udgment
collectron ‘sefvices, the cost of searching records, obtaining title reports {including foreclosure reports), surveyors'
reports, and appraisal fees, title insurance, and fees for the Trustee, to the extent permitted by applicable law.

.Grantor afso will pay any court costs, in addition to all other sums provided by law.

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

POWEFIS AND OELIGATIDNS OF TRUSTEE. The following provisions relating to the powers and obligations of Trustee
{pursuant to Lender’s ih‘s_tructione] are part of this Deed of Trust:

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: grantrng any easement or creating any restriction on the Real Property; and (¢} join in any
subordination or. other agreement affecting this Deed of Trust or the interest of Lender under this Deed of Trust.

Obiigations to Notlfy Trustee shall not be obllgated to notify 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 shall be a party, uniess
required by applicable Iaw or unless the action or proceeding is brought by Trustee.

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

Successor Trustea. Lendér, at Lender’ $ option, may from time to time appoint a successor Trustee to any Trustee
appeinted under this Deed’ of Trust by an instrument executed and acknowiedged by Lender and recorded in the
office of the recorder of SKAGIT: Courity, ‘Gtate 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 Number where this’ Deed of. Trust is recorded, and the name and address of the successor
trustee, and the instrument shall be executed _an_d acknowledged by Lender or its successors in interest. The
successor trustee, without conveyance of the Preperty, shall succeed to all the title, power, and duties conferred
upon the Trustee in this Deed of Trust and.by; applicable law. This procedure for substitution of Trustee shall
govern 1o the exclusion of all other provisions for substltutlon

NOTICES. Subject to applicable law, and except for notlce ‘required or allowed by law to be given in another manner,
any notice required to be glven under this Deed 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
mailed, when deposited in the United States mail,sas. first class, certified or registered mail 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 its addréss for notices under this Deed of Trust by giving formal written
notice 10 the other parties, specifying that the purpose of the'noticeis to 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 ip “another manner, if there is more than one Grantor, any
notice given by Lender to any Grantor is deemed to be notice gwen to al Grantors

MISCELLANEOUS PROVISIONS. The following miscellaneous’ prowsmr:s ar_e_. 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 to the matters set forth in this Deed of Trust.. No alteration of or amendment to this
Deed of Trust shall be effective unless given in writing and 3|gned by the part\«r or parties sought to be charged or
bhound by the alteration or amendment. B

Annual Reports. If the Property is used for purposes other than Grantars residence, Grantor shall furnish to
Lender, upon request a certified statement of net operating incomg recewed frori- the Property during Grantor's
previous fiscal year in such form and detail as Lender shall require. "Net operatmg income” shall mean all cash
receipts from the Property less all cash expenditures made in connection wat__h the oparatian of the Property.

Arbltration. Grantor and Lender agree that all disputes, claims and controvérsies between them whether individual,
joint, or class in nature, arising from this Deed of Trust or otherwise, including without limitation contract and tort
disputes, shall be arbitrated pursuant to the Rules of the American Arhrtration Assomatlon .in effect at the time the
claim is filed, upon request of either party. No act to take or dispose of any- Property _shall constitute a waiver of
this arbitration agreement or be prohibited by this arbitration agreement. This includes, without limitation,
obtaining injunctive relief or a temporary restraining order; invoking a power of sale under-any deed of trust or
mortgage; obtaining a writ of attachment or imposition of a receiver; or exercising any rights- telating to personal
property, including taking or dispesing of such property with or without judicial process purguant t6 Article 9 of the
Uniform Commercial Code. Any disputes, claims, or controversies concerning the lawfulness of reasonableness of
any act, or exercise of any right, concerning any Property, including any claim to réscind; reform, or otherwise
modify any agreement relating to the Property, shall alsc be arbitrated, provided however that no arbitrator shall
have the right or the power to enjoin or restrain any act of any party. Judgment upon any: award rendered by any
arbitrator may be entered in any court having jurisdiction. Nothing in this Deed of Trust shall preclude any party
from seeking equitable refief from a court of competent jurisdiction. The statute of limitations, estoppel, waiver,
laches, and similar doctrines which would otherwise be applicable in an action brought by.a party shall be
applicable in any arbitration proceeding, and the commencement of an arbitration proceeding shall' be deemed the
commencement of an action for these purposes. The Federal Arbitration Act shall apply to the constructlon
interpretation, and enforcement of this arbitration provision. .

Caption 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. S

Merger. There shall be no merger of the interest or estate created by this Deed of Trust with any other mterest or j:'
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, construed and enforced in accordance with fodoral Iaw.r."" 5
and the laws of the State of Washington. This Deed of Trust has been accepted by Lender in the State' -’o'f
Washington. L

Joint and Several Liability. All obligations of Grantor under this Deed of Trust shall be joint and several, and all
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___.:réfer'énces to Grantor shall mean each and every Grantor. This means that sach Grantor signing below is
responsmle for all obligations in this Deed of Trust.

" No Wawer by Lender. Lender shall not be deemed to have waived any rights under this Deed of Trust unless such
waiver is given in wrmng and signed by Lender. No delay or omission on the part of Lender in exercising any right
gshall operate as a waiver of such right or any other right. A waiver by Lender of a provision of this Deed of Trust
‘shall naot preludlce or constitute a waiver of Lender's right otherwise to demand strict compliance with that
pravision-or. any..other provision of this Deed of Trust. No prior waiver by Lender, nor any course of dealing
betweeh Lenhdei and Grantor, shall constitute a waiver of any of Lender's rights or of any of Grantor’s obligations
as to-any futirg-transactions. Whenever the consent of Lender is required under this Deed of Trust, the granting
of such censent by, Lender in any instance shall not constitute coantinuing consent to subsequent instances where
such ccmse_:nt is® requq_ed and in all cases such consent may be granted or withheld in the sole discretion of Lender.

Severabllity. |f.a court’6f competent jurisdiction finds any provision of this Deed of Trust to be illegal, invalid, or
unenfarceable as to_ dny person or circumstance, that finding shall not make the offending provision illegal, invalid,
or unenforceable a$ to any other person or circumstance. If feasible, the offending provision shall be gonsidered
modified so that it_becomes legal, valid and enforceable. If the offending provision cannot be so maodified, it shall
be considered. deleted from-this Deed of Trust. Unless otherwise required by law, the ilegality, invalidity, or
unenfarceability of any.provigion, of this Deed of Trust shall not affect the legality, validity or enforceability of any
other provision of this Deed of Trust.

Successors and Assigns. Subject-10 any limitations stated in this Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shall.be binding upon and inure to the benefit of the parties, their successors and assigns. |If
ownership of the Propérty becomes vested in a person other than Grantor, Lender, without notice to Grantor, may
deal with Grantor's successors with teference to this Deed of Trust and the Indebtedness by way of forbearance or
extension without releasmg Grantor from the obligations of this Deed of Trust or liability under the Indebtedness.

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

Waiver of Homestead Exemptlon. Gran;tor hereby releases and waives all rights and benefits of the homestead
exemption laws of the State of Wa-s’hington as to all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The following capltallzed words and terms shall have the following meanings when used in this Deed of
Trust. Unless specifically stated to the centrary, il réferences to dollar amounts shali mean 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 smgular, as the context may require. Words and terms not otherwise defined in this Deed of Trust shall
have the meanings attributed to such terms in the Umform Commermal Code:

Beneficiary. The word "Beneficiary" mea_ns-BA_r}iK NORTHWEST, and its successors and assigns.

Borrower. The word "Borrower" means Si‘EVéN-'W. DOTY, SHIRLEY DOTY and NORMAN R. PENNINGTON, and
all other persons and entities signing the Notg in whatever capacity.

Deed of Trust. The words "Deed of Trust" méan this Deed of Trust among Grantor, Lender, and Trustee, and
includes without limitation all assignment and, securlty |nterest prowsmns relating to the Personal Property and
Rents, : .

Default. The word "Default” means the Defauit set forth in thrs Deed of Trust in the section titled "Default”,
Grantor. The word "Grantor” means STEVEN W. DOTY, :S-HIHLEY_~ DOTY and NORMAN R. PENNINGTON.

Improvements. The word "Improvements” means éll éxisting ‘and future improvements, buildings, structures,
mobile homes affixed on the Real Property, facilities, addltrons, replacements and other canstruction on the Real
Property. S

Indebtedness. The word "Indebtedness™ means all principal, ihte-r'est, and-..other amounts, costs and expenses
payable under the Note or Related Documents, together with all renewals: of, extensions of, modifications of,
consolidations of and substitutions for the Note or Related Documents and apy 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 'amo'unts as provided in this Deed of Trust.

Lender. The word “Lender” means BANK NORTHWEST, its successors and assngns

Nots. The word "Note” means the promissory note dated May 29, 2003.4in the or:glnal principal amount
of $240,000.00 from Grantor to Lender, together with all renewals of, extensions of, modifications of,
refinancings of, consolidaticns of, and substitutions for the promissory note or agreement NOT[CE TO GRANTOR:
THE NOTE CONTAINS A VARIABLE INTEREST RATE. AT

Personal Property. The words "Personal Property” mean all equipment, fix't'ﬁres,'and other articles of personal
property now or hereafter owned by Grantor, and now or hereafter attached:ior. -affixed to. the Real Property;
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 (mcludmg wrchout hmltatlon 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 Personal Propertyk

Real Property, The words "Real Property" mean the real property, interests and rights,. as furthef descnbed in this
Deed of Trust. AL

Related Documents. The words "Related Documents" mean afl promissary notes, credlt agreements, loan
agreements, guaranties, security agreements, mortgages, deeds of trust, security deeds, col[ateral mortgages, and
alt other instruments, agreements and documents, whether now or hereafter existing, executed in ‘connéction. with
the Indebtedness; provided, that the environmental indemnity agreements are not "Related Documents and .are
not secured by this Deed of Trust. ; : .

Rents. The word "Rents" means all present and future rents, revenues, income, issues, rc:n..'altna'sr profns and__
other benefits derived from the Praoperty.

Trustee. The word "Trustee" means CHICAGO TITLE COMPANY, whose mailing address is 1616, COHNWALLK_:Z"
AVENUE SUITE 115, BELLINGHAM, WA 88225 and any substitute or successor trustees. :
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EA{-:"H”_.-G'RAN_TOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND EACH
GRANTOR AGREES TO ITS TERMS.

“NORMAN R. PENNINGTOI

|h¢iﬁidpa’||’y '

INDIVIDUAL ACKNOWLEDGMENT

staTe oF YWASH | I\hm B }
: } S
COUNTY OF W-HATZOVVI

0On this day before me, the unders:gned Nutary PUbIED personally appeared STEVEN W. DOTY; SHIRLEY DOTY; and
NORMAN R. PENNINGTON, personally knownto. m_e or proved to me on the basis of satisfactory evidence to be the
individuals described in and who executed the Deed of Trust, and acknowledged that they signed the Deed of Trust as
their free and voluntary act and deed, for the uses, and purposes therein mentioned.

L , 20 0%

4
Residing at (1

My commissien expires 6 (L{] OL/

REQUEST F LL RECONVEYANCE

To: , Trustee

The undersigned is the legal owner and holder of all |ndebtedness secured bv I.'hiS Deed of Trust. You are hereby
requested, upon payment of all sums owing to you, to reconvey wuthout warranty, to the persons entitled thereto, the
tight, title and interest now held by you under the Deed of Trust. :

Date: g ___Ber__Ieficiaryk:
O By:
Its:
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