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DEED OF TRUST

DATE: August 8, 2063 .

Reference # (if apphcable) Additional on page _____
Grantar(s): ' L

1. Bergquist, .James F.

2. Bergquist, Karen L.

Grantee(s)
1. Horizon Bank . S
2. Westward Financial Serwces Inc Trustee

Legal Description: Lots 13 & 14,Blk 3, So_uthern-ﬂdd. to MV. Additional on page 2
Assessor's Tax Parcel ID#: 3758-003-014-0000 P54312

THIS DEED OF TRUST is dated August 8, 2003, among James Bergquist and Karen
Bergquist; husband and wife ("Grantor"); Horizon Bank, whose mailing address is Whatcom
Commercial Center, 2211 Rimland Dr. Suite #230, lelllngham WA 98226 (referred to below
sometimes as "Lender” and sometimes as “leneflclary“), and Westward Financial Services
inc, whose mailing address is 1500 Cornwall Avenue, Belllngham WA 98225 (referred to
below as "Trustee"). : R
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o DEED OF TRUST
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CGNVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale, right
of entry:and possession and for the benefit of Lender as Beneficiary, 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 buildings, improvements and
fixtures; ‘all easerments, rights of way, and appurtenances; all water, water rights and ditch rights (including stock in utilities
with ditch or irrigation rights}; and all cther rights, royalties, and profits relating to the real property, including without limitation

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

of Washmgtom

Lots 13. and’ 14 Block 3, "PLAT OF THE SOUTHERN ADDITION TO MT. VERNON," as per
plat recorded in-Volume 2 of Plats, page 110, records of Skagit County, Washington.
Situate in the ClIy ‘of Mount Vernon, County of Skagit, State of Washington.

The Real Property“ar "i't"s':address is commonly known as 1219 S. 2nd Street, Mount Vernon,
WA 98274, The Real Property tax identification number is 3758-003-014-0000 P54312

Grantor hereby assngns as sequrity to'Lender, all 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
0 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 licensa may be ravoked 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 INDESTEDNESS 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 PERFOHMANCEK"ES:&epf as otherwise 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 a timely manner perform all of Grantor's
obligations under the Note, this Deed of Trust, and the Fie[ated Documents.

POSSESSION AND MAINTENANCE OF THE PROPEFITY Grantor agrees that Grantor's possession and use of the Property
shall be governed by the following provisions:

Possession and Use. Until the occurrence of an Event: 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 privilage is &
license from Lender to Grantor automatically fevokad tpon defaull) The following provisions relate o 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 Propsrty in tenantable condition and promptly perform all repairs,
replacements, and maintenance necessary to preserve its value.

Nulsance, Waste. Grantor shall not causa, conduct.or permit any niisance nor commit, permit, or sulter any stripping of
or waste on or to the Property or any portion of the Property. Withiout limiting the generality of the foregoing, Grantor will
not remove, or grant to any other party the right to remove, any’ timber, minerals (including cil and gas), coal, clay,
scoria, soil, gravel or rock products without Lender’s prior wrltten consent.’

Removal of Improvements. Grantor shall not demolish ‘ar ‘emove any; Improvements from the Real Property without
Lender's prior written consent. As a condition to the removal of any. lmprovements, Lender may require Grantor to make
arrangements satisfactory to Lender to replace such Improvernents with Improvements of at least equal value.

Lender’s Right to Enter. Lender and Lender's agenis and represeﬁtatﬁéés méy enter upon the Real Property at all
reasonable times to attend to Lender’s interests and to inspect the Heal Prcparty for purposes of Grantor's compliance
with the terms and conditions of this Deed of Trust.

Compliance with Governmental Requirements. Grantor shall promptly cqmply; and shall promptly cause compliance
by all agents, tenants or other persons or entities of every nature whatsoever who rent;-lease or otherwise use or occupy
the Property in any manner, with all laws, crdinances, and regulations, now or-fiereafter-in effact, of all governmental
authorities applicable to the use or occupancy of the Property, including withautdimitation, the Americans With Disabilities
Act. Grantor may contest in good faith any such law, ordinance, or regulation and withhold compliance during any
procaedmg, including appropriate appeais, so long as Grantor has notified Lender in writing prior 1o doing so and so
long as, in Lender's sole opinion, Lender’s interests in the Property are not ]eopardlzed Lender may require Grantor to
post adequate security or a surety bond, reasonably satisfactory to Lender, to protéct Lender's intérest.

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

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lender’s option, (A) declara |rnmed|ately due and payable all
sums secured by this Deed of Trust or {B} increase the interest rate provided for in the Note,or othier doument evidencing
the Indebtedness and impose such other conditions as Lender dsems appropnate upon the sale’or transfer;without Lender's
prior written consent, of all or any part of the Real Property, or any interest in the Real Property. A “sale or transfer” means the
conveyance of Real Property or any right, title or interest in the Reat Property; whether legal, benglicidl er equttable, whether
voluntary or Involuntary; whether by outright sale, deed, installment sale contract, land contract, coritract for'deed; leasehold
interest with a term greater than three (3) years, lease-option contract, or by sale, assignment, or transfer-of -anybeneficial
interest in or to any land trust holding title to the Real Property, or by any other method of conveyance of an interest'in the
Real Property. However, this option shall not be exercised by Lender if such exercise is prohibited by federal law or by
Washington law.

TAXES AND LIENS. The following provisions refating to the taxes and liens on the Property are part of this Deed of Trust

Payment. Grantor shall pay when due (and in all evenis pricr to delinquency) all taxes, special taxes; assessments.__-"‘~__
charges (including water and sewer), fines and impositions levied against or on account of the Property, and:shall pay o
when due all claims for work done on or for services rendered or material fumished to the Property. Graritor shall. i
maintain the Property free of all liens having priority over or equal to the interest of Lender under this Deed of Trust,
except for the lien of taxes and assessments not due, except for the Existing Indebtedness referred to below, and except ;
as otherwise provided in this Deed of Trust.

Right to Contest. Grantor may withhold payment of any tax, assessment, or claim in connection with a good falth
dispute over the obligation to pay, so long as Lender's interest in the Property is not jecpardized. If a lien arises or. is"
filed as a result of nonpayment, Grantor shall within fifteen (15) days after the lien arises or, 1f a lien is filed, within fifteen
(15) days after Grantor has notice of the filing, secure the discharge cf the lien, or if requested by Lender, deposit with

A

itaiz00s Page 201 1SMATREL




S DEED OF TRUST
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endei’ cash or a sufficient corporate surety bond or other security satisfactory to Lender in an amount sufficient 1o
discharge the lien plus any costs and attorneys’ fees, or other charges that could accrue as a result of a foreclosure or
_sdle urider: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 fumished

in the contest proceedings.

fEVIdence of Payment. Grantor shall upon demand fumish to Lender satisfactory evidence of payment of the taxes or
‘assessments and shall authorize the appropriate governmental officlal to deliver to Lender at any time a written statement
of tha taxes and assessments against the Property.

Notlce -of Constriaction, Grantor shall notify Lender at least fifteen (15) days before any work is commenced, any
sefvices are furnlshed or any materials are supplied to the Property, if any mechanic's lien, materialmen’s lien, or other
fien could be“assertet on account of the work, services, or materials. Grantor will upon request of Lender furnish to
Lender agvance assurances satisfactory to Lender that Grantor can and will pay the cost of such improvements.

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

Maintenance of Insuranoe Grantor shall procure and maintain policies of fire insurance with standard extended
coverage endorsements. on a replacement basis for the full insurable value covering all Improvements on the Real
Property in an amount sufficient to:avold application of any coinsurance clause, and with a standard martgagee clause in
favor of Lender. Grantor shall-also procure and maintain comprehensive general liability insurance in such coverage
amounts as lLender may fequést with-Trustes and Lender bemg named as additional insureds in such liability insurance
policies.  Additionally;: Grantor™ shail maintain such other insurance, including but not limited to hazard, business
interruption, and boller-insurancs, as Lender may reasonably require. Policies shall be written in form, amounts,
coverages and basis reasoriably 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'stipufations that coverages will not be cancelled or diminished without at least
ten {10} days prior written rigticete Lender, -Each insurance policy also shall include an endorsement providing that
coverage in favor of Lender will-nof be impaired in any way by any act, omissicn or default of Grantor or any other
person. The Real Property Is or will bé located in an area designated by the Director of the Federal Emergency
Management Agency as a special flood” hazard .aréa. Grantor agrees to obtain and maintain Federal Flood Insurance, if
available, for the full unpaid principal-balanes of the Ioan and any prior lisns on the property securing the lean, up to the
maximum pollcy limits set under the: Natlonal Flood Insurance Program, or as otherwise required by Lender, and to
maintain such insurance for the term of the'loan:”

Application of Proceeds. Grantor shall promplly notify Lender of any loss or damage to the Property. Lender may
make proof of loss if Grantor fails to do so.within fifteen-(15) days of the casualty. Whether or not Lender's security is
impaired, Lender may, at Lender's elaction, reteive and retain the proceeds of any insurance and apply the proceeds to

the reduction of the Indebtedness, payment of any lien affecting the Property, or the restoration and repair of the

Property. If Lender elects to apply the proceeds to.restoration and repair, Grantor shall repair or replace the damaged or

destroyed Improvements in a manner satisfactory to Lender. Lender shall, upon satisfactory proof of such expenditure,

pay or reimburse Grantor from the proceeds for the reasonable cost of repair or restoration if Grantor is not in default
under this Deed of Trust. Any proceeds which have not been disbursed within 180 days after their receipt and which

Lender has not committed to the repair or restoration of the Property“shall be used first to pay any amount owing to

Lender under this Deed of Trust, then to pay accrued interest; and the'remainder, if any, shall be applied to the principal

balance of the Indebtedness. If Lender holds any proceeds afier payinant in full of the Indebtedness, such proceeds

shall be paid without interest to Grantor as Grantor's interests:may appear

Compliance with Existlng Indebtedness. During the penod in. which-any Existing Indebtedness described below is in
effect, compliance with the insurance provisions contained in the Instrament evidencing such Existing Indebtedness shall
constitute compliance with the insurance provisions under this Desd of Trust; to the extent compliance with the terms of
this Deed of Trust would constitute a duplication of insurance requirernent. If any proceeds from the insurance become
payabie on loss, the provisions in this Deed of Trust for division of | proceeds shall apply only to that portion of the
proceeds not payable to the holder of the Existing Indebtedness.

Grantor’s Report on Insurance. Upon request of Lender, however n__ot-more man onge a year, Grantor shall furnish to
Lender a report on each existing policy of insurance showing: (1) the'name-of the insuter; (2) the risks insured; (3)
the amount of the policy; {4} the propery insured, the then current replacement value of'such property, and the manner
of determining that value; and (5) the expiration date of the policy. Grantor shall, upon request of Lender, have an
independent appraiser satisfactory to Lender determine the cash value replacemént cost of tha Property.

LENDER'S EXPENDITURES. H any action or proceeding is commenced that would ‘materially” affect_ Lender’s interest in the
Property or if Grantor fails to comply with any provision of this Deed of Trust or any Related Documents, including but not
limited to Grantor's failure to comply with any obligation to maintain Existing Indebtédness.in good standing as required
below, or to discharge or pay when due any amounts Grantor is required to discharge or pay under this Deed of Trust or any
Related Documents, Lender on Grantor's behalt may {but shall not bs obligated to) take any action that Lender deems
appropriate, including but not limited to discharging or paymg all taxes, liens, security mferests. ericumbrances and other
claims, 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- urider the Note
from the date incurred or paid by Lender to the date of repayment by Grantor. All such expenses will'become a par of the
Indebtedness and, at Lender’s option, will {A) be payable on demand; (B) be added to the ba!ance of the Note and be
apportioned among and be payable with any instaliment payments to become due during either."(1) the-term .of any
applicable insurance policy; or {2) the remaining term of the Note; or (C} be treated as a balloon payment which:will-be due
and payable at the Note's maturity. The Deed of Trust also will secure payment of these amounts. Such nght shatl be in
addition to all other rights and remedies to which Lender may be entitled upon Default.

WARRANTY; DEFENSE OF TITLE. The following provisions relating to ownership of the Property are & pan of this Deed of
Trust:

Title. Grantor warrants that: (a) Grantor holds good and marketable title of record to the Property in fee 5|mple free )

and clear of all liens and encumbrances other than those set forth in the Real Property description or in the Existing .
Indebtedness section below or in any tile insurance policy, title report, or final title opinien issued in favor of, and | -
accepted by, Lender in connection with this Deed of Trust, and (b) Grantor has the full right, power, and authonty tos7 &
execute and deliver this Deed of Trust to Lender,

Defense of Title. Subject to the exception in the paragraph above, Grantor warrants and will forever defend the- ti‘tle t_o e
the Property against the lawful claims of all persons. In the event any action or proceeding is commenced that questions: .
Grantor's title or the interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the action at Grantor's -
gxpense. Grantor may be the nominal party in such proceeding, but Lender shall be entitled to pardicipate in the-
proceading and to be represented in the proceeding by counsel of Lender's own choice, and Grantor will deliver, of
cause to be delivered, to Lender such instruments as Lender may request from time to time to permit such participation,
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'Compllanoe With Laws. Grantor warrants that the Property and Grantor's use of the Propery complies with all existing
$ .-_.--“apphcable laws, ordinances, and regulations of governmental authorities.

Sur\rlval of Representations and Warranties. All representations, waranties, and agreements made by Grantor in this
Doed Gf 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.

EXISTING INDEBTEDNESS The following provisions concerning Existing Indebtedness are a part of this Desed of Trust:

Existing Lren Thie lien of this Deed of Trust securing the Indebtedness may be secondary and inferior to an existing
lien.., Grantor expressly covenants and agrees to pay, or see to the payment of, the Existing Indebtedness and to prevent
any defautt.on such indebtedness, any default under the instruments evidencing such indebtedness, or any default

under any- sec:urrty documents for such indebtedness.

No Modification. “Grantor shall not enler into any agreement with the holder of any mortgage, deed of trust, or other
security agresmerit which has priority over this Deed of Trust by which that agreement is modified, amended, extanded,
or renewed without e Ppriorwritten consent of Lender. Grantor shall neither request nor accept any future advances
under any such secmty agreement without the prior written consent of Lender,

CONDEMNATION. '[_he folle_wn_jrg preyrsrons relating to condemnation proceedings are a part of this Deed of Trust:

Proceedings. If any preeeeding dn condemnation is filed, Grantor shall promptly notify Lender in writing, and Grantor
shall promptly take such stéps-as may be necessary to defend the action and obtain the award. Grantor may be the
nominal party in such proceeding, birt-Lender shall be entitied to participats in the proceeding and to be represented in
the procaeding by courisel-of its own. choice all at Grantor's expense, and Grantor will defiver or cause to be dslivered to
Lender such instruments and documentatron as may be requested by Lender from time to time to permit such
participation.

Application of Net Prooeeds It all or any part of the Property is condemned by eminent domain proceedings or by any
proceeding or purchase in heu of condemnation, Lender may at its election require that all or any portion of the net
proceeds of the award be applied to:the.ndebledness or the repair or restoration of the Property. The net procseds of
the award shall mean the award after payment of ail reasonable costs, expenses, and attorneys' fees incurred by Trustes
or Lender in connection with the condemnation

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES. The following provisions relating to
governmental taxes, fees and charges are a part af thls Deed of Trust:

Current Taxes, Fees and Charges. Upon xrequest 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 shall reimburse Lender:for all taxes; as described below, together with all expenses incurred in
recording, perfecting or continuing this Deed of Trist, including without limitation all taxes, fees, dgocurnentary stamps,

and other charges for recording or registering thrs Deed of Trust.

Taxes. The following shall constitute taxes to which this section applies: (1) a specific tax upon this type of Deed of
Trust or upon all or any part of the Indebtedness secured by this Deed of Trust; (2) a spscific 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 Lender.or the holder of the Note; and (4) a specific tax
on all or any portion of the Indebtedness or on payments of pnnclpai and dnterest made by Grantor.

Subsequent Taxes. If any tax to which this section applies’is gnacted: subsequent fo the date 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 sither- (1) .pays the tax before it becomes delinquent, or (2)

contests the tax as provided above in the Taxes and Liens sechon and daposns with Lender cash or a sufficient
corporate surety bond or other security satisfactory to Lender. -

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provismns relat;ng 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 Agreement o’ Ihe extent any of the Property constitutes
fixtures, and Lender shall have all of the rights of a secured party under the Unrferm Cemmermal Code as amended from
fime to fime. :

Security Interest. Upon raquest by Lender, Grantor shall execute frnancang statements and take whataver other action
is requested by Lender to perfect and continue Lendsr's security interest in the Rents and Personal Property. In addition
to recording this Deed of Trust in the real property records, Lender may, atany time arid awithout further authorization
from Grantor, file execuled counterparts, copies or reproductions of this Deed of Trust as a financing statement. Grantor
shall reimburse Lender for all expenses incurred in perfecting or continuing this security interest:” Upon default, Grantor
shall not remove, sever or detach the Personal Property from the Property. Upor default, Grantor shall assemble any
Personal Property not affixed to the Property in a2 manner and at a place reasonably ¢onyénient to Grantor and Lender
and make it available to Lender within three (3) days after receipt of written demand from Lender o the extent permitted

by applicable law. : .

Addresses. The mailing addresses of Grantor (debtor) and Lender (secured party) !rom WhICh |nformat|on conceming
the security interest granted by this Deed of Trust may be obtained {each as required by tha Unrform Commerclal Code)
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-fact are a part of this Desed of Trust:

Further Assurances. At any time, and from time to time, upon reqguest of Lender, Grantor wtli make execute and
deliver, or will cause to be made, exaecuted or delivered, to Lender or to Lender's designes, and when: requested by
Lender, cause to be filed, recorded, refiled, or rerecorded, as the case may be, at such times and‘in-such-offigés and
places as Lender may deem appropriate, any and all such morigages, deeds of trust, security deeds, security. _
agreements, financing stalements, 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, cornplete, perfect, .«
continue, or preserve {1) Grantor's obligations under the Note, this Deed of Trust, and the Related Documerits, and {2)
the liens and security interests created by this Deed of Trust on the Property, whether now owned or hereafter:acquired .+ =
by Grantor. Unless prohibited by law or Lender agrees to the contrary in writing, Grantor shall reimburse Lender. for aﬂ £
costs and sxpenses Incurred in connection with the matters refarred to in this paragraph.

Attorney-in-Fact. If Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do 50 for S
and in the narme of Grantor and at Grantor’s expense. For such purposes, Grantor hereby irrevocably appoints Lender ™ .
as Grantor’s attorney-in-fact for the purpose of making, executing, dslivering, 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
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FULL PERFORMANCE. If Grantor pays all the Indebtedness when due, and otherwise performs all the obligations imposed
uponGrantor undsr this Deed of Trust, Lender shall execute and deliver to Trustee a request for full reconveyance and shall
exocute and deliver to Grantor suitable statements of termination of any financing statement on file svidencing Lender's
‘gecurity’interest in the Rents and the Personal Property. Any reconveyance fee shall be paid by Grantor, if permitted by
applicable’law. The grantes in any reconveyance may be described as the "person or persons legally entitled thereto®, and
the recitals in lhe reconveyance of any matters or facts shall be conclusive proof of the truthfulness of any such matters or
facts;

EVENTS. OF. DEFAULT Each of the following, at Lender's option, shall constitute an Event of Default under this Deed of
Trust: .

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

Other Defaults. ‘Granitor fails to comply with or to perform any other term, obligation, covenant or condition contained in
this Deed of Trust or in any of the Related 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 comply with any other term, obligation, covenant or condition contained in this Deed of
Trust, the Note:or i any of the Related Documents. If such a failure is curable and if Grantor has not been given a
notice of a bresich of the §ameé provision of this Deed of Trust within the preceding twelve {12) months, it may be cured
{and no Event of Default Wil have éccurred) if Grantor, after Lender sends written notice demanding cure of such failure:
(a} 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 faiture and. thereafter continues and completes all reasonable and necessary steps sufficient
to produce compliance: as.soon‘as reasonabdy practical.

Default on Other Payments Failure of Grantor within the time required by this Deed of Trust to make any payment for
taxes or insurance, or any dlher payment necessary to prevent filing of or to effect discharge of any lien.

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

Defective Collateralization. This, Beed of Trust or any of the Related Documents ceases to be in fuli force and effect
(including failure of any collateral document to create a valid and perfected security interest or lien) at any time and for
any reason,

Death or Insolvency. The death of any Gra.ntor the msolvency of Grantor, the appointment of a receiver for any part of
Grantor's property, any assignment for the ‘benefit of creditors, any type of creditor workout, or the commencement of
ary proceeding under any bankruptcy or insalvency laws by or against Grantor.

Creditor or Forfeiture Proceedings. Commencément of foreclosure or forfeiture proceedings, whether by judicial
proceeding, self-help, repossession or any dther method, by any creditor of Grantor or by any governmental agency
against any property securing the Indebtedness. - This includes a gamishment of any of Grantor's accounts, including
deposit accounts, with Lender. However, this Event of Default shall not apply it there is a good faith dispute by Grantor
as to the validity or reasonabieness of the claim which is the basis of the creditor or forfeiture proceeding and if Grantor
gives Lender written notice of the creditor or forfeitiire: proceeding and-deposits with Lender monies or a surety bond for
the creditor or forfeiture proceeding, in an amount determlned by Lender in its sole discretion, as being an adequate
reserve or bond for the dispute.

Breach of Other Agreement. Any breach by Grantor under the terrns of any cther agreement betwesn Grantor and
Lender that is not remedied within any grace period pro\nded therein, including without limitation any agreement
concerning any indebtedness or other obligation of Grantor (o, Lender whether exssung now of later.

Events Affecting Guarantor. Any of the preceding events oeeurs w&lh respect 1o any guarantor, endorser, surety, or
accommodation party of any of the Indebtedness or any guarantor, endorser, ‘surety, or accommaodation party dies or

becomes incompetent, or revokes or disputes the validity of, or liability tinder, 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 assurme

unconditionally the obligations arising under the guaranty in a manner sansfactory to Lender, and, in doing so, cure any

Event of Default. e

Adverse Change. A material adverse change occurs in Grantor's ilnancral condmon o Lender believes the prospect of
payment or performance of the Indebtedness is impaired. A

Insecurily. Lender in good faith believes itself insecure.

Existing Indebtedness. The payment of any installment of principal or any mterest on the Exisnng Indebtedness is not
made within the time required by the promissory note evidencing such indebtedriéss, or 4 default oocurs under the

instrurnent securing such indebtedness and is not cured during any applicable grace penod I such instrument, or any

suit or other action is commenced to foreclose any existing lien on the Property. :

Right to Cure. If such a failure is curable and if Grantor has not been given a notice’ of: a breach of lhe same provision
of this Deed of Trust within the preceding twelve (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-fallure within thirty
(30) days; or (b) if the cure requires mors than thirty (30) days, immediately initiales steéps sufficient.fo cure the failure
and thereafter continues and completes all reasonable and necessary steps sufficient to produce compl;ance as soon as
reasonably practical.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under this Deed of Trust ‘at a‘ny tlrne 1hereafter
Trustes or Lender may exercise any one or more of the following rights and remedies:

Election of Remedies. FElection 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, after
Grantor's fallure 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 |mmed|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 the right to exercise |ts power of K_f'
sale and to foreclose by notice and sale, ang Lender shall have the right to foreclose by judicial foreclosure: 1n e|ther

case in accordance with and to the full extent provided by applicabie taw.

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 Commercial Code.

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

and collsct tha Rents, including amounts past due and unpalid, and apply the net proceeds, over and above Lender's’
costs, against the Indebtedness. In furtherance of this right, Lender mv racuira any tenant or other user of the Property
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fnake 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-in-fact to endorse instruments received in payment thereof in the name of
_Grantor'and to negotiate the same and collect the proceeds, Payments by tenants or other users to Lender in response
< to.Lender's demand shall satisfy the obligations for which the payments are made, wheather or not any proper grounds
for the demand existed. Lender may exercise its rights under this subparagraph either in person, by agent, or through a
fegeiver.

Appomt Flecelver Lender shall have the right to have a receiver appointed to take possession of all or any part of the
Property; with the-pawer to protect and preserve the Property, to operate the Property praceding or pending foreclosure
or sale, and to.collect the Rents from the Property and apply the proceeds, over and above the cost of the receivership,
against the Indebtedness. The receiver may serve without bond if permitted by law. Lender's right to the appointrment
of a receiver shall exist whether or 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 recaiver.

Tenancy at Sufférance;” If Grantor remains in possession of the Property after the Property is sold as provided above or
Lender otherwise becomes entitled to possession of the Property upon default of Grantor, Grantor shall become a
tenant at sufferance of Lendsr or 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 Lander.

Other Remedies. Trustae 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 glve Grantor reasonable notice of the time and place of any public sale of the Personal
Property or of the time:aftef which any private sale or other intended disposition of the Personal Property is to be mads.
Reasonable notice shall meah notice given at least ten (10) days before the time of the sale or disposition. Any sale of
the Personal Property may bl made in COnjUﬂCtIOﬂ with any sale of the Real Property.

Sale of the Property. To the__extent pe[mrttp_ad by applicable law, Grantor hersby waives any and all rights to have the
Property marshalled. In exercising-its rights: -and remedies, the Trustes or Lender shall be free to sell all or any part of the
Praperty together or separately.in one saie or ‘by separate sales. Lender shall be entitied to bid at any public sale on all
or any poition of the Property.

Attorneys’ Fees; Expenses. If Lendar mstitutes any suit or action to enforce any of the terms of this Deed of Trust,
Lender shall be entitled 1o recover slich.sum as the court may adjudge reasonable as aftorneys’ fees at trial and upon
any appeal. Whether or not any court action .is involved, and to the extent not prohibited by law, all reasonable
expenses Lender incurs that in Lendar’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 Indebtédness 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, without limitation,
however subject to any limits under apphcab[e taw, Lendars attorneys’ fees and Lender's legal expenses, whether or not
there is a lawsuit, including attorneys' fees ‘and-expénses for bankruptcy proceedings (including efforts to modify or
vacate any automatic stay or injunction), appeals; ‘and any anticipated post- judgrnem collection services, the cost of
searching records, cbtaining title reports (including foreclosure reports), surveyors' reports, and appraisal fees, title
insurance, and fees for the Trustee, 10 the extent: perrnltted by appllcable law. Grantor also will pay any court costs, in
addition to all other sums provided by law.

Rights of Trustee. Trustee shall have all of the rlghts and dutles of Lender as set forth in this section,

POWERS AND OBLIGATIONS OF TRUSTEE. The following pro sions relatlng to the powers and obligations of Trustee
{(pursuant to Lender’s instructions) are part of this Deed of Trust,

Powers of Trustee. In addition to all powers of Trustee arismg as a matler of law, Trustee shall have the power to take
the following actions with respect to the Property upon the writtén request of Lender and Grantor; {a) join in preparing
and filing a map or plat of the Real Property, including the dedication of Strests or other rights to the public; (b} join in
granting any sasement 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.

Obligations to Notify. Trustes shall not ba obligated 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, unless required by
applicable law, or unless the action or proceeding is brought by Trustes.., = -

Trustee. Trustee shall meet all qualifications required for Trustee under apphcable law: In addition to the rights and

remedies set forth above, with respect to ali or any part of the Property, the Trustee shalk hiave the right to foreclose by
notice and sale, and Lender shall have the right to foreclose by judicial foreclosure in either case in accordance with and

to the full extent provided by applicable law. R

Successor Trustee. Lender, at Lender's option, may from time to time appomt a successor Trustee to any Trustee
appointed under this Deed of Trust by an instrument executed and acknowledged by Lender__and recorded in the office
of the recorder of Skagit County, State of Washington. The instrument shall contain; in-addition to all other matters
required by state law, the names of the original Lender, Trustee, and Grantor, the book and page orithe 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 and acknowledged by Lender or its suceessors in interest. The successor.trustee, without conveyance
of the Property, 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 Trustes shall govem to the exclusion of all other provusaons for
substitution. e :

NOTICES. Subject to applicable law, and except for notice required or allowed by law to be glven ln anothsr manner any
notice: reqmred to be given 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 {inless
otherwise required by law), when deposited with a nationally recognized avernight courier, or, if mailed, when“deposited‘in
the United States mail, as first class, certified or registered mail postage prepaid, directed to the addresses shown néar 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”
address for notices under this Deed of Trust by giving formal written natice to the other parties, specifying thatthe, purpose of =
the notice is to change the party’s address. For notice purposes, Grantor agrees to keep Lender informed at alt times of
Grantor's current address. Subject to applicable law, and except for notice required or allowed by law to be giveri.in‘another - -
manner, if there is more than one Grantor, any notice given by Lender to any Grantor is deermed to be notice gwen to ail £
Grantors. .

MISCELLANEOUS PROVISIONS. The following miscellaneous provisions are a part of this Deed of Trust;

Amendments. This Deed of Trust, together with any Related Documents, constitutes the entire understanding and'__,--"'"

agresment 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 signed by the party or parties sought to be charged or hrnnd k- seq
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Arinydl Reports. If the Property is used for purposes other than Grantor's residence, Grantor shall furnish to Lender,
¢ :"Upon regquest, a certified statement of net operating income received from the Property during Grantor's previous fiscal
_year.in“such form and detail as Lender shall require. "Net operating income" shall mean all cash receipts from the
s Property-les‘s‘- all cash expenditures made in connection with the oparation of the Property.

Captlon Headings Caption headings in this Deed of Trust are for convenience purposes only and are not to be used to
:mterpret o defme the provisions of this Deed of Trust.

Merger There shall be no merger of the interest or estate created by this Deed of Trust with any other interest or estate
in the F‘roperiy at any time held by or for the benefit of Lender in any capacity, without the written consent of Lender.

Governlng Law: Thls 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
Washmgton v

Choice of Venue: If thera is a lawsuit, Grantor agrees upon Lender's request to submit to the jurisdiction of tha courts of
Whatcom County, Stata of Washlngton

Joint and Several Llablllty Al obligations of Grantor under this Deed of Trust shall be joint and several, and all
references to Grantor shall ma&n each and every Grantor, This means that each Grantor signing below is responsible for
all obligations in this Deed:of Trust

No Waiver by Lender. Lender shaII not be deemed to have waived any rights under this Deed of Trust unless such
waiver is given in writing-and-Signedby Lender. No dslay or omission on the part of Lender in exercising any right shall

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

provision 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 rights or of any of Grantor's obligations as to any future fransactions. Whenever
the consent of Lender is required under this Deed of Trust, the granting of such consent by Lender in any instance shalt

not constitute continuing consent'to: subsequent instances where such consent is required and in all cases such consent

may be granted or withheld in the-sole dtscratu)n of Lender.

Severability. If a court of competent jUFISdICthﬂ finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable as to any person or circumstarice, that finding shal! not make the oMending provision Hegal, invalid, or
unenforceable as to any other person.or circumstance. If feasible, the offending provision shall be considersd modified

so that it becomes legal, valid apd enforgeable. -If the offending provision cannot be so modified, it shall be considered

deleted from this Deed of Trust. Unless otherw:se required by law, the illegality, invalidity, or unenforceablhty of any
provision of this Deed of Trust shail not affect the Iegamy. yalidity or enforceability of any other provision of this Deed of
Trust.

Successors and Assigns. Subject to any Ilmltations 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 Property becomes vested in a person other than Grantor, Lender, withaut notice to Grantor, may deal with Grantor’s
successors with reference to this Deed of Trust and the Indebtedness by way of forbearance or extension without
releasing Grantor from the obligations of this Deed of Frust or liability-under the Indebtedness.

Time Is of the Essence. Time is of the essence in the performanée of 'this Deed of Trust.

Waive Jury. All parties to this Deed of Trust hereby walve thie rlght ’to any jury trial in any action, proceeding, or
counterclaim brought by any party against any other party P

Waiver of Homestead Exemption. Grantor hereby reléases and':"wa'wes all rights and benefits of the homestead
exemption laws of the State of Washington as to all Indebtedness securad by-this Deed of Trust.

DEFINITIONS. The following capitalized words and terms shall have the followmg meanings when used in this Deed of Trust.
Unless specifically stated to the contrary, all references to dollar amounts” shall mean amounts in lawful money of the United
States of America. Words and terms used in the singular shall include the plural, and:the plural shall include the singular, as
the context may require. Words and terms not otherwise defined in this Deed of Trust shall have the meanings aftributed to
such terms in the Uniform Gommercial Code: :

Beneficiary. The word "Beneficiary® means Horizon Bank, and its successors'and"assigns

Borrower. The word "Botrower" means James F. Bergquist and Karen L. Bergquust ang ajl other persons and entities
signing the Note in whatever capacity.

Deed of Trust. The words "Deed of Trust® mean this Deed of Trust among Grantor, Lender and Trustee, and includes
without limitation all assignment and security interest pravisions relating to the Persanal Proper‘ty and Rents.

Default. The word "Default* means the Default set forth in this Deed of Trust in thé sectlon t|tled "Default”.

Event of Default. The words "Event of Default' mean any of the events of default set forth in th|s Deed of Trust in the
events of default section of this Deed of Trust.

Existing Indebtedness. The words "Existing Indebtedness® mean the mdebtedness descnbed |n the Exlstmg Liens
provision of this Deed of Trust. .

Grantor. The word "Grantor® means James F. Bergquist and Karen L. Bergquist.

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

Improvements. The word "Improvements” means all existing and future improvements, buudmgs, structures mebﬂe
homes affixed on the Real Property, facilities, additions, replacements and other construction on the Fleal Property. .

Indebtedness. The word “Indebtedness” means all principal, interest, and other amounts, costs and expenses payab!e
under the Note or Related Documents, together with all renewals of, extensions of, modifications of, consefidatiens of
and substitutions for the Note or Related Documents and any amounts expended or advanced by Lender to dlscharge
Grantor's obligations or expenses incurred by Trustee or Lender to enforce Grantor's obligations under. thls Deed of
Trust, together with 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" means the promissery note dated August 8, 2003, in the original principal amount Of
$112,000.00 from Grantor to Lender, together with all renewals of, extensions of, modifications of, refinancings of, .~ .~
consolidations of, and substitutions for the promissory note or agreement. NOTICE TO GRANTOR: THE NOTE'
CONTAINS A VARIABLE INTEREST RATE.

Personal Property. The words "Perscnal Property” mean all equipment, fixtures, and other articles of personal proper"ty
now or hereafter owned by Grantor, and now or hereafter attached or affixed to the Real Property; lonethar weite -
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; 'a__oées_s“ions, parts, and additions 10, all replacemnents of, and all substitutions for, any of such property; and together with
; &l [ssues and profits thereon and proceeds (including without limitation all insurance proceeds and refunds of premiums)
from any sale or other disposition of the Property.

’ Property “The word "Property” means collectively the Real Property and the Personal Property.

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

RAelated Documents The words “Related Documents” mean all promissory notes, credit agreements, loan agreements,
guatanties; securlly agreements, mortgages, deeds of trust, security deeds, collateral morigages, and all other
instruments,~ agreements and documents, whether now or hersafter existing, executed in connection with the
Indebtedness. pravidad, 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, royalties, profits, and other
benefits derived fromthe 'Property

Trustee. The word "Trustea" means Westward Financial Services Inc, whose mailing address is 1500 Comwall Avenue,
Bellingham, WA 93225 and any substitute or successor trustess.

EACH GRANTOR ACKNOWLED.GES 'HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND EACH
GRANTOR AGREES TO ITS TERMS.

Karen L. Bergqmst, Indlwdually

INDIVIDUAL ACKNOWLEDGMENT

STATE OF I)ClC’)I\l mIOr\ )
COUNTY OF SI[\C\Q I'I— Iss

On this day before me, the undersigned Notary Public, personally:"epﬁearéd :}ames F. Bergquist and Karen L. Bergquist,
husband and wife, personally known to me or proved 1o me on'the basis df satisfactory evidence to be the individuals
describad in and who executed the Deed of Trust, and acknowiedged that they signed the Deed of Trust as their free and
voluntary act and deed, for the uses and purposes thersin rn?‘ntloned

. US I 2003

SI\"I'EI:I-ICI"I":I\IIIAEI-IIIINBGII'I)GN Idiné at @q Mang
1
COMMISSION EXPIRENY ._ommlssmn expires f &“I‘CIE

DECEMBER 1, 2005 °

Given ungder my hand and offlicial seal this __ 9

Notary Public in and for the State of m

REQUEST FOR FULL RECONVEYANCE

To: , Trustee

The undersigred is the legal owner and holder of all indebtedness secured by this Deed of Trust Ygu are hereby requested,
upon payment of all sums owing 1o you, to reconvey without warranty, to the persons ent|tled thereto the nght titte and
interest now held by you under the Deed of Trust. . E

Date: Beneficiary:
By: .-
Its:

LASER PRC Lending, Var. £.21.50.002 Copr. Harand Financial Soluiona, Inc. 1397, 2008, All Rights Reeerved. - WA plofiwin\CFRLPLAGDT FC TR-451%
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RETURN ADDRESS:
. Horizon Bank
=" .7 Commercial Banking
< Centér
; ;2211 Rimland Drive, Suite
R 230
_Bellingham, WA 98226

HAZAFIDOU:S éU'BZSTANCES CERTIFICATE AND INDEMNITY AGREEMENT

Reference # (if apphcable) Additional on page _____
Grantor(s):

1. Bergquist, James F

2. Bergquist, Karen L

Grantee(s) P
1. Horizon Bank P

Legal Description: Lots 13 & 14 Blk 3 Southern Add. to MV. Additional on page 2
Assessor's Tax Parcel ID#; 3758 003-014 0000 P54312

THIS HAZARDQUS SUBSTANCES AGREEMENT dated August 8, 2003, is made and executed
among James F. Bergquist and Karen L: Bergquist, 10186 Warfield Road, Sedro Woolley, WA
98284 (sometimes referred to below:as "Borrower" and sometimes as "Indemnitor'); and
Horizon Bank, Whatcom Commercial Genter 2211 Rimland Dr. Suite #230, Bellingham, WA
98226 (referred to below as "Lender"). ‘
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" For g:o"od and valuable consideration and to induce Lender to make a Loan to Borrower,
each party executmg this Agreement hereby represents and agrees with Lender as follows:

-PROPEFITY DESCHIP‘HON The word “Property" as used in this Agreement means the following Real Property located in
Skagit’ County State of Washington:

Lots 13 and: 14 Block 3, "PLAT OF THE SOUTHERN ADDITION TO MT. VERNON," as per plat recorded in Volume 2 of
‘Plats, page-110, recards of Skagit County, Washington.
Sltuate inthe: City of Mount Vernon, County of Skagit, State of Washington.

The Rest Propérty .or its. address is commenly known as 1219 S. 2nd Street, Mount Vernon, WA 98274, The Real Property
tax identification. number s 3758-003-014-0000 P54312

REPFIESENTATIONS The followmg representations are made to Lender, subject to disclosures made and accepted by
Lender in writing: :

Use of Property After due inquiry and investigation, Indemnitor has no knowledge, or reason to belisve, that there has
been any use, genération, manufacture, storage, treatment, refinament, transportation, disposal, release, or threatened
release of any Hazardous Substance by any person on, under, or about the Property.

Hazardous Substances After due inquiry and investigation, Indemnitor has no knowledge, or reason to believe, that
the Collateral, whenever and whether owned by previous Occupants, has ever contained asbestos, PCB or othar
Hazardous Substances, whathar used in construction or stored on the Collateral,

No Notices. Indemnitor has recelved Ao summons, citation, directive, letter or other communication, written or oral, from
any agency or depariment of any’ ‘county, or state or the U.S. Government conceming any intentional or unintentional
action or omission on, under,-or about the Property which has resulted in the releasing, spilling, leaking, pumping,
pouring, emitting, emptying or. dumpmg ot Hazardous Substances into any waters or onto any lands or where damage
may have resulted to the lands, waters, fish, shellfish, wildlife, bicta, air or other natural resources.

AFFIRMATIVE COVENANTS. Subject o dlsclosures made and accepted by Lender in writing, Indemnitor covenants with
Lender as follows:

Use of Property. Indemnitor wili: not use and does not intend to use the Property to generate, manufacture, refine,
transport, treat, store, handle or d|spose of any Hazardous Substances.

Compliance with Environmental Laws. Indemmtor shall cause the Collateral and the operations conducted on it to
comply with any and all Environmental Laws-and orders of any governmental authorities having jurisdiction under any
Environmental Laws and shall obtain, keep in -effect and comply with all governmental permits and authorizations
required by Environmental Laws with respect fo such Gollateral or operations. Indemnitor shall furnish Lender with
copies of all such permits and authorizations and any amendments or renawals of them and shall notify Lender of any
expiration of revocation of such permits or authorizations.

Preventive, Investigatory and Remedial Act:on Indemnitor shall exercise exireme care in handling Hazardous
Substances if Indemnitor uses or encounters any.” Indemaitor, at Indemnitor's expense, shall undertake any and all
preventive, investigatory or remedial action (lncludlng emergency response, removal, containment and other remedial
action) (a) required by any applicable Environmental Laws or ordérs’by any governmental authority having jurisdiction
under Environmental Laws, or (b) necessary to prevent or minimize property damage (including damage to Occupant's
own property), personal injury or damage to the environment;‘or the threat of any such damage or injury, by releases of
or exposure to Hazardous Substances in connection with-the-Property’ of operations of any Occupant on the Property.
In the event indemnitor fails to perform any of Indemnitor's. obligations under this section of the Agreement, Lender may
(but shall not be required to) perform such obligations at Indemnitor's-expense. All such costs and expenses incurred by
Lender under this section and ctherwise under this Agreement shall be feimbursed by Indemnitor to Lender upon
demand with interest at the Loan default rate, or in the absence of 'a defauli-rate;.at the Loan interest rate. Lender and
Indemnitor intend that Lender shall have full recourse to Indemnitor forany sum at any time due to Lender under this
Agreement. In performing any such obligations of Indemnitor, Lender:shall at all times be deemed to be the agent of
indemnitor and shall not by reason of such performance be deemed to be assuming any responsibility of Indemnitor
under any Environmental Law or to any third party. Indemnitor hereby irevocably appoints Lender as Indemnitor’s
attorney-in-fact with full power to perform such of Indemnitor's obllgatlons under this sectlon of the Agreement as
Lender deems necessary and appropriate. .

Notices. Indemnitor shall immediately notify Lender upon becoming aware of any of 1he lollowmg

(1) Any spill, release or disposal of a Hazardous Substance on any of the Property; or in connection with any of its
operations if such spill, relsase or disposal must be reported to any: govemmental authonty under applicable
Environmental Laws.

(2) Any contamination, or imminent threat of contamination, of the Property by__H'a;a"rdous Substances, or any
violation of Ervironmental Laws in connection with the Property or the operations gonducted on.the Property.

(3} Any order, notice of violation, fine or penalty or other similar action by any"govemmen"tf'al -authority relating to
Hazardous Substances or Environmental Laws and the Property or the operations conducted:6n the Property.

{4) Any judicial or administrative investigation or proceeding relating to Hazardous: Substances__.or Environmental
Laws and to the Property or the cperations conducted on the Property.

(5) Any matters relating to Hazardous Substances or Environmental Laws that would: glve a reasonably prudant
Lender cause to be concemned that the value of Lender's security interest in the Property may besteduced or
threatened or that may impair, or threaten to impair, Indemnitor's ability to perform any of its obllgattons under thls
Agreement when such performance is due. :

Access to Records. Indemnitor shall deliver to Lender, at Lender's request, copies of any and aII documents idn

Indemnitor's possession or to which it has access relating to Hazardous Substances or Environmeéntal Laws and the
Property and the operations conducted on the Property, including without limitation results of Iaboratory ana[yses site,”
assessments or studies, environmental audit reports and other consultants’ studies and reports.

Inspections. Lender resarves the right to inspect and investigate the Property and operations on it at any tlme and from S
time to time, and Indemnitor shall cooperate fully with Lender in such inspection and investigations. If Lender at any time. ¢ ¢
has reason to believe that Indemnitor or any Occupants of the Property are not complying with all ‘applicable - :
Environmental Laws or with the requirements of this Agreement or that a material spill, release or disposal of Hazardous ;-
Substances has occurred on or under the Property, Lender may require Indemnitor to fumish Lender at Indemnitor's -
expense an environmental audit or a site assessment with respect to the matters of concern to Lender. Such auditior:™ -
assessment shall be performed by a qualified consultant approved by Lender. Any inspections or tests made by Lender .+~
shall be for Lender's purposes only and shall not be construed to create any responsibility or liability on the part gf”
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INDEMNITOR'S WAIVER AND INDEMNIFICATION. Indemnitor hereby indemnifies and holds harmless Lender and
Lendér's- officers, directors, employees and agents, and Lender's successors and assigns and their officers, directors,
employees and-agents against any and all claims, demands, losses, liabilities, costs and expenses (including without limitation
attorneys’ fees-at'rial and on any appeal or petition for review) incurred by such parson (a) arising out of or relating to any
investigatdry or remedial action involving the Property, the operations conducted on the Property or any other opserations of
Indernnitor or any Occupant and required by Environmental Laws or by orders of any govemmental authority having
jurisdiction under’ any Environmental Laws, or (b) on account of injury to any person whatsoaver or damage to any property
arising out of, ji¥ connection with, or in any way relating to {i) the breach of any covenant contained in this Agreement, (i) the
violation ofany. Envifonmental Laws, (i) the use, treatment, storage, generation, manufacture, transport, release, spill
disposal “or other handling. of Hazardous Substances on the Property, (iv) the contamination of any of the Property by
Hazardous Substances by ‘any means whatsoever (including without limitation any presently existing contamination of the
Property), or - (v) any ‘gpsts: incurred by Lender pursuant to this Agreement. In addition to this lndemnlty Indemnitor hereby
releases and-waives: all present and future claims against Lender for indemnity or contribution in the event Indermnitor
becomes liable for cleanup or other costs under any Environmental Laws.

PAYMENT: FULL RECOURSE TO INDEMNITOR. Indemnitor intends that Lender shall have full recourse to Indemnitor for
Indemnitor's obligations under. this Agreement as they become due to Lender. Such liabllities, losses, claims, damages and
expenses shall be teimbursable to”Lender as Lenders obligations to make payments with respect thersto are incurred,
without any requiremént of waiting for the ultimate outcome of any litigation, claim or other proceeding, and Indemnitor shall
pay such liability, losses, claims,.damages and expenses to Lender as so incurred within thirty (30) days after written notice
from Lender, Lender's notice shall-contain a brief itemization of the amounts incurred 1o the date of such notica. In addition
to any remedy available for_,_fa'ilqre to-pay peéricdically such amounts, such amounts shall thereafter bear interest at the Loan
default rate, or in the absence of a defauit rate,.at the Loan interest rate.

SURVIVAL. The covenants contained in this Agreement shall survive (A) the repayment of the Indebtedness, (B) any
foreclosure, whether judicial or nonjudicial, of the Property and {(C) any delivery of a deed in lieu of foreclosure to Lender or
any successor of Lender. The covenants contained in this Agreement shali be for the benefit of Lender and any successor to
Lender, as holder of any security interest in the Property or the indebtedness secured thereby, or as owner of the Property
following foreclosure or the delivery of-adeed’in lieu of foreclosure.

MISCELLANEOUS PROVISIONS. The followrng mlscellaneous provisions are a part of this Agresment:

Amendments. This Agreement, together “with - any Related Documents, constitutes the entire understanding and
agreement of the parties as to the matters set forth in this Agreement. No alteration of or amendment to this Agreement
shall be effective unless given in wrifirig and srgned by the party or parties sought to be charged or bound by the

alteration or amendment.

Attorneys’ Fees; Expenses. If Lender rnsututes any: surt ‘or action to enforce any of the terms of this Agreement, Lender
shall be entitled o recover such sum as the' court may adjudge reasonable as attorneys’ fees at trial and upon any
appeal. Whether or not any court action is inyoived, and to the extent not prohibited by law, all reasonable expenses

Lender incurs that in Lender's opinion are necessary at any time for the protection of its intsrest or the enforcemant of its
rights shall become a part of the Indebtedness payable on demand and shall bear interest at the Note rats from the date

of the expenditure until repaid. Expenses covered: by this paragraph includs, without limitation, however subject to any

limits under applicable law, Lenders attorneys’ fees and Lender's’ lagal expenses, whether or not there is a lawsuit,
including attorneys' fees and expenses for bankruptcy proceedrngs {including efforts to modify or vacate any automatic

stay or injunction), appeals, and any anticipated post-judgment ‘collection services, the cost of searchmg records,

obtaining titte reports {including foreclosure reports), surveyore reports, ‘and appraisal fees and titie insurance, to the
axtent permitted by applicable law. Indemnitor also will pay any court cests in addition to all other sums provided by

law. P

Caption Headlngs. Caption headings in this Agreement are fpr convemence purposes only and are not to be used to
interpret or define the provisions of this Agreement.

Governing Law. This Agreement will be governed by, construed and enforced In accordance with federal law and
the laws of the State of Washington. This Agreement has been accepted by Lender in the State of Washington.

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

Joint and Several Liability. All obligations of Indemnitor under thrs Agreement shalt be joint and several, and ali
references fo Indemnitor shall mean each and every Indemnitor. This means that eech lndemnrtor signing below is
responsible for all obligations in this Agreement. .

No Waiver by Lender. Lender shall not be deemed to have waived any rrghts under this Agreement unless such waiver
is given in writing and signed by Lender. No delay or omission on the part of Lender in.exereising any right shall operate
as a waiver of such right or any other right. A waiver by Lender of a provision of this Agreement shall not prejudice or
constitute a waiver of Lender's right otherwise to demand strict compliance with that provision or any.other provision of
this Agreement. No prior waiver by Lender, nor any course of dealing between Lender:and Indemnitor, shall constitute a
walver of any of Lender's rights or of any of Indemnitor's obligations as to any future transactions. . Whenever the
consent of Lender is required under this Agreement, 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 ¢ases such consent
may be granted or withheld in the sole discretion of Lender. Indemnitor hereby waives nohce of acceptance of this
Agreement by Lender.

Notices. Subject to applicable law, and except for notice requrred or allowed by law to be given’ |n anether manner any
notice required to be given under this Agresment shall be given in writing, and shall be effective when actually defivered,

when actually received by telefacsimile {unless otherwise required by law), when deposited with a.natiorally recognized
avernight courier, or, if mailed, when deposited in the United States mail, as first class, certified.or registered mail

postage prepaid, directed to the addresses shown near the beginning of this Agresment. Any parly”may-chafigs. its

address for notices under this Agreement by giving formal written notice to the other parties, specifying that the purpose®:
of the notice is to change the party’s address. For notice purposes, Indernitor agrees to keep Lendet informed-at gt}
times of Indemnitor's current address. Subjsct to applicable law, and except for notice required or allowed by law:to:ba =,
given in another manner, if there is more than one Indemnitor, any notice given by Lender to any Indemnitor i is deemed -
to be notice given to all Indemnitors.

Severability. If a court of competent jurisdiction finds any provision of this Agreement to bs illegal, |nvahd or ¢
unenforceable as to any circumstance, that finding shall not make the offending provision illegal, invalid of

unenforceable as to any other circumstance. |If feasible, the offending provision shall be considered medified so’that jt -

becomes legal, valid and enforceable. If the offending provision cannot be so modified, it shall be considered deleted =~
from this Agreement. Unless otherwise required by law, the illegality, invalidity, or unenforceability of any provision of thls
Agreement shall not affect the legality, validity or enforceability of any other provision of this Agreement.

Successors and Assigns. Subject to any limitations stated in this Agreement on transter of Indemnitor's interest, this
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Agreement shall be binding upon and inure 1o the benefit of the parties, their successors and assigns. Iif ownership of
i :thesCollateral becomes vested in a person other than Indemnitor, Lender, without notice to Indemnitor, may deal with
_Indemnitor's successors with reference to this Agreement and the Indebtedness by way of forbearance or extension
S with‘out releasing Indemnitor from the obligations of this Agresment or Iiabilily under the Indebtedness.

'Walve Jury All parties to this Agreement hereby waive the right to any jury trial in any action, proceeding, or
counterclaim brought by any party against any other party.

DEFINITIONS. The fol!omng capitalized words and terms shall have the following meanings when used In this Agreement.

Unless specifically stated to the contrary, all references to dollar amounts shall mean amounts in lawful money of the United
States of America,- Words-and terms used in the singular shall include the plural, and the plural shall include the singular, as
the context may require. Wards and terms not otherwise defined in this Agreement shall have the meanings attributed to
such terms in the Uniform Cemmercial Code:

Agreement. The word ‘Agreement means this Hazardous Substances Agreement, as this Hazardous Substances
Agreament may bé amended ‘or modified from time to time, together with all exhibits and schedules attached to this
Hazardous Substances Agreement from time to time.

Collateral. The'word "Cellate_ral“ means all of indemnitor’s right, title and interest in and to all the Collateral as described
in the Collateral Description section of this Agreement.

Environmental Laws, The werds “Environmental Laws" mean any and all state, federal and local statutes, regulations
and ordinances relatifig .o tho protection of human health or the environment, including without iimitation the
Comprehensive Environmental Response, Compensation, and Liability Act of 1980, as amended, 42 U.S.C. Section
9601, et seq. ("CERCLA"), the Superfund Amendments and Reauthorization Act of 1986, Pub. L. No. 89-499 {"SARA"),
the Hazardous Materials Transponatlon Act, 49 U.85.C. Section 1801, et seq., the Resource Conservation and Recovery
Act, 42 U.S.C. Section 6901 et seq or other appltcable state or federal laws, rules, or regulations adopted pursuant
thereto.

Hazardous Substances. The words "Hazardous Substances” mean materials that, because of their quantity,
concentration or physical, chemical”or. infectlous characteristics, may cause or pose a present or potential hazard to
human health or the environment when improperly, used, trealed, stored, disposed of, generated, manufactured,
transporied or otherwise handled. The words “Hazardous Substances" are used in their very broadest sense and
include without limitation any and all hazardous or loxic substances, materials or waste as defined by or listed under the
Environmental Laws. The term “Hazardous® Subistances’ also includes, without limitation, petroleum and petroleum
by-products or any fraction thereof and asbestos

Indebtedness. The word "Indebtedness” m.ans all pnm:lpal interest, and other amounts, costs and expenses payable
under the Note or Related Documents, together with-all renewals of, extensions of, modifications of, consalidations of
and substitutions for the Note or Related Documents and any amounts expended or advanced by Lender to discharge
Indemnitor's obligations or expenses incurred ‘by-Lender to enforce Indemnitor’s obligations under this Agreement,

together with interest on such amounts as providsd in, this Agreement

Lender. The word "Lender” means Horizon Bank, its- SUCCOSSOrs and assigns

Occupant. The word "Occupant’ means individually and collecnvely aII persons or entities occupying or utilizing the
Collateral, whether as owner, tenant, operator or other occupant I

Property. The word "Property” means all of Indemnitor's rlght title and |nterest in and to all the Property as described in
the "Collateral Description® section of this Agreement, B

Real Property. The words "Real Property” mean the real propelty
Agreement.

terests and rights, as further described in this

Related Documents. The words "Related Documents” mean all premlssory netes , credit agreements, loan agreements,
environmental agreements, guaranties, security agreements, morigages, deeds of trust, security deeds, coliateral
mortgages, and all other instruments, agreements and documeants, whether now or hereafter existing, executed in
connection with the Indebtedness.

EACH PARTY TO THIS AGREEMENT ACKNOWLEDGES HAVING HEAD ALL THE PFIOVISIONS OF THIS AGREEMENT,
AND EACH AGREES TO ITS TERMS. NO FORMAL ACCEPTANCE BY LENDEFI I1S: NECESSARY TO MAKE THIS
AGREEMENT EFFECTIVE. THIS AGREEMENT IS DATED AUGUST 8, 2003. i :

BORROWER:

* (7 e 0
Karen L. Bergqutst lndlwdually /]

LENDER:

X
Authorized Signer

MNMM"JWMMWNWIQMM

Skagit County Auditor
7_87!_3:737!22903 Page 12 of  1311:47aM




F HAZARDOUS SUBSTANCES AGREEMENT
" Loan No: 1060000062 (Continued) Page 5

INDIVIDUAL ACKNOWLEDGMENT

STATE oF ( )\)ﬂ S\M h(?\"\dﬂ )
COUNTY OF - c:) lLO\C\ } ¥ )

On this day bafore me, the undersigned Notary Public, personally appeared James F. Bergquist and Karen L. Bergquist,
husband and wite, pérsondily known to me or proved to me on the basls of satisfactory evidence to be the individuals
described in and who-executed the Hazardous Substances Agreement, and acknowledged that they signed the Agreement
as their free and voluntary act ang deed, for the uses and purposes thersin mentlone&
Uﬁ’)[ 20 03
PATR!C!A E W

r my hand apd oﬂlc I seal this
NOTARY PUBLl@s hing at_(Y mand
STATE OF WASHING TR
COMMISS!CN EXEIRES
DECEMBER 1, 2005

Notary Public in and for thg_St'atehi?f («UA gommission expires ~ |~OF,

STATE OF ’ )

COUNTY OF < )

On this day of E . , 20 . before me, the undersigned
Notary Public, personally appeared and personally known to me
of proved to me on the basis of satisfactory ewdence 10 be the , authorized agent for

the Lender that executed the within and foregoing instrument and acknowledged said instrument to be the free and voluntary
act and deed of the said Lender, duly authorized by the:Lender through its board of directors or otherwise, for the uses and
purposes therein mentioned, and on oath stated that he or she is authonzed to execute this said instrument and that the seal
affixed is the corporate seal of said Lender. :

By " Residing

Notary Public in and for the State of s My commission expires

LASEA PRO Landing, Ver. 8.21.50.002 Copr. Hardard Financisl Solutiona, Ina. 1997, 2003,  All Rights Resarved. WA pichwinlCFNLPLIGZIOFC TR-4548
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