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THIS DEED OF TRUST is dated October 3; 2003, among Cline Construction and Design LLC,
a Washington Limited Liability Company, whose address is 4211 Bryce Dr, Anacortes, WA
98221 ("Grantor'); Horizon Bank, whose mailing :address is Cornwall Office, 1500
Cornwall/PO Box 580, Bellingham, WA  98227-0580 ‘(referred to below sometimes as
"Lender” and sometimes as "Beneficiary™); and Westward Financial Services Inc, whose
mailing address is 1500 Cornwall Avenue, Bellmgham, WA 98225 (referred to below as
"Trustee"). , :
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_.;:CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys 1o 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, titie, and interest in and to the
., foflowing described real property, together with all existing or subsequently erected or affixed buildings, improvements and
fixtures;-&ll easements, rights of way, and appurtenances; all water, water rights and ditch rights (including stock in utilities
with ditch or |rngat|on rights); and all other rights, royalties, and profits relating to the real A‘Fe J:erty, including without limitation
all minerals, oil; gas, geothermal and similar matters, (the "Real Property™) loc in Skaglt County, State

of Washmgton

Lot 51, SKYLINE DIV. NO. 11, according to the plat thereof, recorded in Volume 9 of
Plats, Pages 78 through 79, records of Skagit County, Washington. Situated in Skagit
County, Washington.

The Real Property or-its address is commonly known as 5208 Doon Way, Anacortes, WA
98221. The Real Property tax identification number is 3827-000-051-0003

Grantor hereby aselgns as securtty to Lender, all of Grantor's right, title, and interest in and 1o all leases, Rents, and profits of
the Property. This assignment Is recorded In accordance with RCW 65.08.070; the lien created by this assignment Is intended
to be specific, perfoctad 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 Lenders option and shall be automatically revoked upon acceleration
of all or part of the indebtadness. - "

THIS DEED OF TRUST, INCLLIDING THE ‘ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS
AND PERSONAL PROPEFlTY, IS GIVEN TO SECURE (A) PAYMENT OF THE INDEBTEDNESS AND (B)
PERFORMANCE OF ANY AND ALL OBLIGATIONS UNDER THE NOTE, THE RELATED DOCUMENTS, AND THIS DEED
OF TRUST. THIS DEED OF TRUST 15 GIVEN ‘AND ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PEHFOF!MANCE.: Exce_pt gs 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 parform all of Grantor's
obligations under the Nots, this Deed of '_Tru"st. and the-Related Documents.

CONSTRUCTION MORTGAGE. This Deed of Trust is'a "construction morlgage” for the purpeses of Sections 9-334 and
2A-309 of the Uniform Commercial Code, as. those sections have been adopted by the State of Washington.

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

Possesslon and Use. Unti the oocurrence of an- Event of Default, Grantor may (1) remain in possession and control of
the Propery; (2) use, operate or manage:-the-Property; and (3) collect the Rents from the Property (this privilege Is a
license from Lender to Granter automatically revoked upon dsfault). The following provisions relate 1o the use of tha
Property or to other limitations on the Property:. The Real Properly is not used principally for agricultural purposes.

Duty to Maintain. Grantor shall maintain the__ P-r_operty in ten_anlable condition and promptly perform all repairs,
replacemants, and maintenance necessary to presarve its value,-* -

Compllance With Environmental Laws, Granlor represenls and: warranls to Lender that: (1) During the period of
Grantor's ownership of the Property, there has been no use, generation, manufacture, storage, treatment, disposal,
release or threatened release of any Hazardous Substance by any person on, under, about or from the Property; (2)
Grantor has no knowledge of, or reason to believe that there has been, except as previously disclosed to and
acknowladged by Lender in writing, (a) any breach or viglationof any Environmental Laws, (b) any use, generation,
manufacture, storage, treatment, disposal, release or threatened release of any Hazardous Substance on, under, about
or from the Property by any prior owners or occupants of the Propedy. or. (¢} any actual or threatened litigation or
claims of any kind by any person relating to such matters; and (3).Except as previously disclosed to and acknowledged
by Lender in writing, (a) neither Grantor nor any tenant, contractor, agent or other authorized user of tha Property shall
use, generate, manutacture, store, treal, dispose of or release any Hazardous Substance on, under, about or from the
Property; and. (b) any such activity shali be conducted in compliance with ali appllcable faderal, state, and local laws,
regulations and ordinances, including without limitation all Environmental.Laws.  Grantor authorizes Lender and its
agents fo enter upon the Property lo make such inspections and tests, at Grantor's expanse, as Lender may deem
appropriate fo determine compliance of the Property with this saction of the Deed of. Trust. Any inspections or tests
made by Lendsr shall be for Lander’s purposes only and shall not be construgd %o create any responsibility or liability on
the part of Lender to Grantor or 1o any other person. The representations and warrantiesicontained herain are based on
Grantor’s due diligence in Investigating the Propery for Hazardous Substances. Granlor hereby (1) releases and
waivas any future claims against Lender for indemnity or contribution in the event Grantor bacomes liable for cleanup or
other costs under any such laws; and (2) - agrees to indemnify and hold harmiess Lender against any and all-claims,
losses, liabilities, damages, penalties, and expenses which Lender may directly or indirectly sustain or suffer resulting
from a breach of this section of the Desd of Trust or as a consequence of any usg, generation, manufacture, storage,
disposal, release or threatened release occurring prior to Grantor's ownership or interest in the Proparty, whether or not
tha same was or should have been known to Grantor. The provisions of this section-of the Deed of Trust, including the
obligation to indemnity, shall survive the paymaent of the Indebledness and the satistaction and reconvayance of the Ren
of this Deed of Trusl and shall not be affected by.Lender’s acquisition of any Interest in the Property, whether by
foreclosure or otherwise. K

Nuisance, Waste. Grantor shall not causs, conduct or parmit any nuisance nor commit, permlt or suffer any stnppmg of
or waste on or to the Property or any portion of the Property. Without limiting the generality of the foregoing; Grantor wil
not remove; or grant to any other parly the right to remove, any fimber; minerals -(including:oif and gas), coal clay,
scorig, soll, gravel or rock products without Lender’s prior written consent.

Removal of Improvements. Grantor shall not demolish or remove any Improvements from ihe Heal Properiy wﬂhoui ’
Lender’s prior writlen consent. As a condition to the removal of any Improvements, Lender may require Grantor to make
arrangements salisfactory to Lender to replace such Improvements with Improvements of at least equal. va!ue '

Lender’s Right to Enter. Lender and Lender's agents and representatives may enter upon the Resl Property at eII ﬁfi
- reasonable times to attend to Lender’s Interests and to inspect the Reel Propeﬂy for purposes of Granlors compileneef
~ with the terms and condltlons of this Deed of Trust. : :

Compliance with Governmental Requirements. Grantor shall promptly cornply. and shall promplly cause compllanoeu i

by all agents, tenants or other persons or entities of every nature whatsoever who rent, lease or otherwise use or oceupy -
. .the Property in any manner, with all laws, ordinances, and regulations, now or 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, or regulation and withhold compliance during-any

proceeding, including appropriate appeels, so long as Grantor has nolified Lender in writing prior to doing so and so
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) _:long as, in Lender’s sole opinion, Lender’s interests in the Property are not jecpardized. Lender may raquire Grantor to
< peist adequale security or a surety bond, reasonably satisfactory to Lender, lo protect Lender’s interest.

’ *Duty to. Protecl Granlor agrees neither to abandon or leave unatiended the Property. Grantor shall do all other acls, In
addition to.those acts set forth abova in this section, which from tha character and use of the Property are reasonably
;»nec&ssary tn prolect and praserve the Property.

"}Construc_llon Loan. If some or all of the proceeds of the ioan creating the Indebtedness are to be used lo construct or
complets”construction of any Improvements on the Properly, the !mprovements shall be completed no later than the
maturity dale of the Note (or such earier date as Lender may reasonably establish) and Grantor shall pay in full all costs
and expenses in connection with the work. Lender will disburse loan proceeds under such terms and conditions as
Lender médy doem reasonably necessary fo insure that the interest created by this Deed of Trust shall have pricrity over
all possible‘liens;. including those of material suppiiers and workmen. Lender may require, among other things, that
disbursement raquests. e supported by receipted bills, expense affidavils, waivers of liens, construction progress
reports, and such other documentation as Lender may reasonably request.

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

Payment. Grantor shal! pay-when due (and in all evenis prior to delinquency) all taxes, special taxes, assessments,
charges {including waler.and sewer), fines and impuositions lavied against or on account of the Property, and shall pay
when due all claims for work done on or for services rendered or material furnished to the Property. Grantor shall
maintain the Property free of-all liens having priority over or equal to the intarest of Lender under this Dead of Trust,
except for the lien of taxes and assessments not dua and except as otherwise provided in this Deed of Trust.

Right to Contest. Grantor may withhald paymant of any tax, assessment, or ¢laim in conneclion with a good faith
dispute over the obligation lo-pay, soong as Lender’s interest in the Property is nol 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 fitean
{15) days after Grantor has nofice of the filing, secure the discharge of the lien, or if requested by Lender, deposit with
Lender cash or a sufficient. corporate surety'bond or other security safisfactory to Lender in an amount sufficient to
discharge the lien plus any costs.and aftorneys’ fees, or other charges that could accrue as a result of a foreclosure or
sale under the lien. In any conlest, Grantor shall defend itself and Lender and shall satisfy any adverse judgment before
enforcement against the Property;’ Grantor shall name Lender as an addilional ohligee under any surety bond furnished
in the contest proceedings.

Evidence of Paymeni. Grantor shall upon demand furnish to Lender salisfactory avidence of payment of the taxes or
assessments and shall authorize the appropriate. governmental official to deliver to Lender at any time a written stalement
of the taxes and assessments against the Property. -

Nolice of Construction. Grantor shall ncmy Lander at least fifteen (15) 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, services, or materials. Grantor will upon request of Lender furnish to
Lender advance assurances satisfactory to Lender that Grantor can and will pay the cost of such improvemants.

PROPERTY DAMAGE INSURANCE. The following’ prowsmns relahng to insuring the Properly are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procura and malntam pollcles of fire Insurance with standard extended
coverage endorsements on a fair value basis for the full msurable value covering all Improvements on the Real Property
in an amount sufficient to avoid application of any coinsurance clause, and with a standard morlgagee ciause in favor of
Lender. Grantor shall also procure and maintain compréhensive general fiability insurance in such coverage amounls as
Lender may request with Trustee and Lender being named.as additional insureds in such liability insurance policies.
Additionally, Grantor shall maintain such other insurance, including-but. rot limited to hazard, business interruption, and
bolier insurance, as Lender may reasonably require. Policies shall-be writterr.in form, amounts, coverages and basis
reasonably acceptable to Lender and issued by a company or companies reasanably acceptable fo Lender. Grantor,
upon request of Lender, will deliver to Lender from tima fo time the policies or certificates of insurance in form
satisfactory to Lender, including stipulations that coverages will not be cancelled or diminished without at least ten (10)
days prior written notice to Lender. Each insurance policy also shall include an-endorsement providing that coverage in
favor of Lender will not be impaired in any way by any act, omission. or default of-Grantor or any other person. Should
the Real Property be located in an area designated by the Direclor of the Féderal Emsrgency Management Agency as a
special flood hazard area, Grantor agrees to obtain and maintain Federal Flood Insurance, if available, within 45 days
after notice is given by Lender that the Property is located in & special flood-hazard area, for the full unpaid principal
halance of the loan and any prior liens on the property securing the Igan, up fo the maximum pelicy limits set under the
National Flood Insurance Program, or as otherwise required by Lender, and to mamtam such Insurance for the term of
the loan.

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage 1% lhe Property. Lender may
make proof of loss if Grantor fails to do so within fiteen {15) days of the casualty. Whether or pot Lender’s security is
impaired, Lender may, al Lender’s elaction, receive and relain the proceeds of any insurance and apply the procaeds to
the reduction of the Indebtedness, payment of any lien affecting the Property, or the restoraflon -and repair of the
Property. If Lender elects to apply the proceeds to restoration and repair, Grantor shall repair o repliace the damaged or
destroved Improvements in a manner satistactory to Lender. Lender shall, upen satistactory proof of such expendlture
pay or reimburse Grantor from the proceeds for the reasonable cost of rapair or restoration if Granter is not in default
under this Deed of Trust. Any proceeds which have not been disbursed within 180 days.after theif receipt and which
Lender has not committed to the repalr or restoration of the Property shall be used first to-pay any-dmoun! owing to
tender under this Deed of Trust, then to pay accrued interest, and the remainder, if any, shall ba applied‘io the principal
balance of the Indebtedness. If Lender holds any proceeds after payment in fuli of the Indebtedness. such prooeeds
shall be paid without interest to Grantor as Grantor’s interests may appear.

Grantor’s Report on Insurance. Upon request of Lander, however not more than once a year, Granlor shall furmsh 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 palicy; (4) the property insured, the then current replacement value of such property, and the:manner
ot determining that value; and (5} the expiration date of the policy. Granlor shall, upon request of Lender. hava an,
independent appraiser safisfactory 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 mtsresl in the"
Property or if Grantor fails to comply with any provision of this Deed of Trust or any Related Documents, including bit gt
limited to Grantar's failure 1o 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 Lender
deems appropriate, including but nct limited to discharging or paylng all taxes, liens, security interests, encumbrances and-
athar claims, at any ime levied or placed on the Property and paying all costs for insuring, maintaining and preserving. the
Property. Al such expenditures incurred or paid by Lender for such purposes will then bear interest at the rale charged

under tha MNote from the date incurred or paid by Lender to the date of repayment by Grantor, All such expenses will become e
a part of the Indebtedness and, at Lender’s option, will (A) be payable on demand; (B) be added to the baiance of the .-

i ,
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Note and be apportionad ameng and be payable with any installment payments to become due during either (1) the term of

‘any.applicable insurance policy; or (2) the remaining tarm of the Note; or (C) be treated as a balloon payment which will be
# due and payable ai the Note’s maturity. The Deed of Trust also will secure payment of these amounls. Such right shall be in
. addition to all other righls and remedies to which Lender may be entitied upon Default.

UI"WAFIFIAHTY DEFENSE OF TITLE. The following provisions relating to ownership of the Properly are a part of this Deed of
Trust::

" Tﬂle Granlor warrants that: (a) Grantor holds good and marketable title of racord to the Property in fee simple, free

tand cledr of all-liens and encumbrances other than those set forth in the Real Property description or in any fitle
insurance palicy, titla report, or final title opinion issued in favor of, and accepted by, Lender in connection with this Deed
of Trust, and (&) Grantor has the full right, power, and authority to execute and daliver this Deed of Trust to Lender.

Defense of Tiile. Subject to the exception in the paragraph above, Grantor warrants and will forpver defend the title to
the Property against thelawful claims of all persons. In the event any action or procesding is commenced that questions
Grantor's title ortha interest of Trustee or Lender under this Deed of Trust, Grantor shail defond the action at Grantor’s
expense. Grantor-may-be_the nominal party in such proceeding, bui Lender shall be entitied lo participate in the
proceeding and-lo be represented in the proceeding by counsel of Lender's own choice, and Grantor will deliver, or
causa lo be dellvered to Lender such instruments as Lender may request from tims to time to permit such participation.

Compliance wnn Laws: Grantor warrants that the Property and Grantor’s use of the Property complies with all existing
applicable laws, ordinances; and regufations of governmental authorilies.

Survival of Representallons and-Warranties. All representations, wamanties, and agreaments mads by Grantor in this
Deed of Trust shall survive the execution and dslivery of this Deed of Trust, shall be continuing In nature, and shalt
remain in full force and effect uniil stich time as Grantor's Indebtedness shall be paid in full,

CONDEMNATION. The foltowiﬁg'provisioﬁs relating to condemnation proceedings are a part of this Deed of Trust:

Proceedings. If any proc:eedmg in condemnaﬂon is filed, Grantor shall promptly notify Lender in wriling, and Grantor
shall promptly take such steps as may be necessary to defend the action and obtain the award. Grantor may be the
nominal party in such proceeding, but Lender shall be entilled to participate in the proceeding and to be represented In
the proceeding by counsal of its own choice all at Grantor's expense, and Grantor will deliver or cause to be delivered to
Lender such instruments and documentahon as may be requested by Lender from time to time to permit such
participation.

Application of Net Proceeds. |f all or any part of Ihe Property is condemned by eminent domain proceedings or by any
proceeding or purchase In lisu of condemnalion, Lenger may at its election raquire that all or any portion of the net
proceeds of the award be applied to the Indebtedness or the repalr or restoration of the Properly. The net proceeds of
the award shali mean the award after paymant of al reasonable costs, expenses, and attorneys’ fees incurred by Truslee
or Lender in connection with the condemniation. - i

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

Current Taxes, Fees and Charges. Upon request by Lender, Grantor shall exacute such documents in addition fo this
Deed of Trust and take whatevar 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 balow, together with all expenses incurred in
recording, perfecting or continving this Dasd of Trust, Includmg without limitation all faxes, fees, documentary stamps,
and other charges for recording or registering this Deed of Trusl !

Taxes. The following shall constitute taxes to which this section epplles (1) a specific tax upon this type of Deed of
Trust or upon all or any part of the Indebtedness securad by this Deed of Trust; (2) a specific tax on Grantor which
Grantor |s authorized or required to deduct from payments .on the-Indebletiness secured by this type of Deed of Trust;
(3) atax on this type of Deed of Trust chargeable against the Lendar‘or the holder of the Note; and (4) a specific tax on
all or any portion of the Indebtadness or on paymants of principal gnd-interest:made by Grantor.

Subsequent Taxes. If any tax to which this section applies Is enacted subsequent to the dale of this Deed of Trust, this
event shall have the same effect as an Evant of Default, and Lender.may exercise any or all of its available remedies for
an Event of Default as provided below unless Grantor either (1) pays-the.tax before it becomes definquent, or (2)
contests the tax as provided above in the Taxes and Liens section_and’ deposne with Lender cash or a sufficient
corporate surety bond or other security satisfactory lo Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. The following prowsnons relaling lo thas Dead of Trust as a securily
agreament are a part of this Deed of Trust:

Security Agreement. This instrument shall constitute a Security Agreement 1o0'the: ex‘tent any of the Property constitutes
fixtures, and Lender shall have all of tha rights of a secured party under tha Uniform: Cornmerclal Code as amended from
time to time.

Security Interest. Upon ragquest by Lender, Grantor shall execute financing statemants and tgk'e ‘whatever other action
is requested by Lender to perfect and continue Lender’s security interest in the Rents and Personal Property, In addition
to recording this Desd of Trust in the real property records, Lender may, at any time and-without firther authorization
from Grantor, file executed counterparts, copies or reproductions of this Deed of Trust'as a firancirg statement. Grantor .
shall reimburse Lender for all expenses Incurred in perfecting or continuing this security interest. Uipon default, Grantor
shall not remove, sever or detach the Personal Properly 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 availeble to Lender within three (3) days after receipt of written demand from Lender to the extent permlﬂad
by applicable law.

Addresses. The malling addresses of Grantor (debior) and Lender (secured party) from whlch |nformat|on concernlng
the security interest granted by this Deed of Trust may be obtalned (each as required by the Uniform: Commercial Code)
are as stated on the first page of this Deed of Trust.

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provisions relating to furiher- assurances and_
. attorney—in—fact are a part of this Dead of Trust: g

Further Assurances. At any time, and from time to time, upon request of Lender, Grantor will make execute and;
deliver, or will cause to ba made, executed or delivered, to Lender or to Lender's designee, and when ‘requested by
Lender, cause to be filed, recorded, refiled, or rerecorded, as the case may be, at such times and In such offices and .
places as Lender may dssm appropriate, any and all such morigages, deeds of trust, security deeds; sequnty:'
agreaments, financing statements, confinuation slalements, instruments of further assurance, certificates, and other |
documents as may, in the sole opinion of Lender, ba nacessary or desirable in order to effectuate, complete, perfect,-
continue, or preserve (1) Grantor's obligations under the Note, this Deed of Trust, and the Related Documents, and .{2)

the liens and security interests created by this Deed of Trust as first and prior liens on the Property, whether now owned -
or hereafter acquired by Grantor. Unless prohibited by law or Lender agrees to the confrary in writing, Grantor shall .-

e
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) .reirhbﬁrse Lender for all costs and expenses incumed in connection with the maltars referred to in this paragraph.

o At'torneyhi_n—Facl. If Granlor tails to do any of the things referred to in the preceding paragraph, Lander may do so for

<" and in the name of Grantor and at Grantor's expense. For such purposes, Grantor hereby irevocably appoints Lender
as Granlor’s aftorney-in-fact for the purposae of making, execuling, delivering, flling, recording, and doing all other things
;as'may be ‘necessary or desirable, in Lender’s sole opinion, to accomplish the matters referred 1o in the preceding
‘paragraph.:

FULL:PERFORMANCE. If Grantor pays all the Indebledness when due, and otherwise performs all ihe obligations imposed
upon Grantor under-this'Deed of Trust, Lender shail execute and deliver to Trustee a request for full reconveyance and shall
execute and” deliver to°Grantor suitable statements of termination of any financing statement on file evidencing Lender's
security interest’in. the Rents and the Personal Property. Any reconveyance fee shaill be paid by Grantor, if permittad by
applicable law. . -Thia grantee'in any reconveyance may be described as the "person or persons legally entitied thereto”, and
the recitals iri-the reoonveyanca of any matters or facts shall be conclusive proof of the truthfulness of any such maﬂers 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 De!ault Grantor lalls to make any payment when due under the Indebtednass.

Other Defaults. Grantor falls to'comply wilh or fo perform any other term, obligation, covenant or condition contained in
this Deed of Trust or in any of tha Related Documents or to comply with or o perform any term, obligation, covenant or
condition contained in: any other agreement between Lender and Grantor.

Compliance Default. Fallure f6 comply with any other lerm, obligation, covenant or conditicn containad in this Deed of
Trust, the Note or in any of the Related Documents. If such a failure is curable and if Grantor has not been given a
notice of a breach of the same provisian-of this Deed of Trust within the preceding twalve (12) months, it may be cured
{and no Event of Default will have occurred) it. Grantor, after Lender sends written notice demanding cure of such failure:
{a) cures the failure within fiteen (15) days;.or (b) it the cure requires mere than fiteen (15) days, immadiately initiates
sieps sufficient to cure the failuré and-thereafter continues and completes all reasonable and necessary steps sufficient
to produce compliance as soon as. reasonably pracllcal

Default on Qther Payments. Failura of Grantor within the tima required by this Deed of Trust to make any payment for
taxes or insurance, or any other payment necessary "to prevent filing of or to effect discharge of any lien.

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

Defective Collateralization. This Dead of Trust or. any of the Related Documents ceases to be in full force and effect
{including failure of any collateral document to creale a valid and perfected security interest or lien) at any time and for
any reason.

Death or Insolvency. The dissolution of Granlors [(regardless of whather election to continue is mads), any member
withdraws from the limited liability company, or any.other termiriation of Grantor’s existance as a going business or the
death of any member, the insolvency of Grantor, the appointment.ot.a receiver for any part of Grantor's property, any
assignment for the bensfit of creditors, any type of creditor workoul or the commencement of any proceeding under any
bankruptcy or insolvency laws by or against Grantor.

Creditor or Forfelture Proceedings. Commencement. of foreclosure or forfeiture proceedings, whether by judicial
proceading, self-help, repossession or any other method; by_any creditor of Grantor or by any governmental agency
against any property securing the Indsbtedness. This |nol"udes a_garniskiient of any of Grantor’s accounts, including
deposit accounts, with Lender. However, this Event of Defauli shall niot apply if there is a good faith dispute by Grantor
as to the validity or reasonableness of the claim which is the basis of thie creditor. or forfeiture proceeding and if Grantor
gives Lender written notice of the creditor or forfeiture proceading and deposﬂs with Lender monies or a surety bond for
the creditor or forfeiture proceeding, in an amount determined by Lender, m |ts sole discretion, as being an adequate
reserve or bond for the dispute.

Breach ot Other Agreemeni. Any breach by Grantor under the terms of any other agreement between Grantor and
Lender that is not remedied within any grace pericd provided therein, including*without limitation any agreement
concerning any indebtedness or other obligation of Grantor to Lender, whether £xisting now or later.

Evenis Affecting Guarantor. Any of the preceding avenls occurs with respect to any guarantor endorser, surety, or
accommodation party of any of the Indebledness or any guarantor, endorser, surely, or accommodation party dies or
becomes incompetent, or revokes or disputes the validity of, or liability under, any ‘Guaranty ofthe Indebtednass. In the
event of a death, Lender, at ils option, may, but shall not ba required to, parmilt the guarentor’s eslate lo assume
unconditionally the obligations arising under the guaranty in a manner satisfactory lo Lender, and in domg sQ, cure any
Event of Default. -

Adverse Change. A malerlal adverse change occurs in Grantor's financial oondmon, or Lender belleves the prospect of
payment or performance of the Indebtedness is impaired.

Right to Cure. i such a failure is curable and if Grantor has not been given a notice of a breach of the same provision
of this Deed of Trust within the preceding twelve (12) months, it may be cured {and no. Event of Dafayit will have
occurred) if Grantar, after Lender sends written notice demanding cure of such failure: (a) cures the failuré within fifteen
(15) days; or (b) it the cure requires more than fifteen (15) days, immediately initiates steps sufficient to.cure-the failure
and thereafter continues and completes all reasonable and necessary sleps sufficient to produoe complrence as soon as
reasanably practical.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Defauli occurs under this Deed of Trust, at any tlme thereaﬂer
Trustee or Lender may exercise any cne or more of the following rights and remedies:

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

Accelerate Indebtedness. Lender shall have the right at its option to declare the entire Indebtedness 1mmed|ate!y duef':
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 Trustes shall have the right to exercisa its’ power o!"" i

sale and to foreclose by notica'and sale, and Lender shall have the right to foreclose by judicial foreclosure, in enther___--- ’

case in accordance with and to the full extent provided by applicable law.
UCC Remedies. With respect to ali or any part of the Personal Properly; Lender shall have all the rights and remedles ol

a secured party under tha Uniform Commercial Code.
MR
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° Collect Rents. Lender shall hava the right, without notice to Grantor to take possession of and manage the Property

_~and’ collect the Rents, including amounts past due and unpaid, and apply the net proceeds, over and above Lender's

¢ i posts, against the Indebtedness. In furtherance of this right, Lender may require any tenant or other user of the Proparty

~"ip.make payments of rent or use fees directly to Lender. i the Rents are collected by Lender, then Grantor irrevocably

desigrates Lender as Grantor's attorney-in-fact to endorse instruments received in payment therect in the name of

. Grantor and 1o negotiate the same and collect the proceeds. Payments by tenants or other users 1o Lender in response

; lo Lender’s demand shall salisty the obligations for which the payments are made, whether or not any proper grounds

: for the demand existed. Lender may exercise its rights under this subparagraph either in parson, by agent, or through a
‘raceiver. -

Appolnt Recelver Lender shall have the right to have a receiver appointed to take possession of all or any part of the
Property, with-the power to protect and preserve the Properly, to operate the Property preceding or pending foreclosure
or sale;‘and 1o collect the Rents from the Properly and apply the proceads, over and above the cost of the receivership,
against the Indebledness. The receiver may serve without bond if parmitted by law. Lender’s right to the appointment
of a receiver shall exist whether or not tha apparent value of the Property exceeds the Indebtadnass by a substantial
amount. Employment by Lender shall not disquality a person from serving as a recelver.

Tenancy at Suﬂemce. It Grantor remains in possession of the Property after the Property is sold as provided above or
Lender otherwise bectmes entitled to possession of tha Property upon default of Grantor, Grantor shall become a
tenant at sufferance of:Lendér or the purchaser of the Property and shall, at Lender’s oplion, sither (1) pay a
reasonable renlal for the use of the Property, or (2) vacate the Property immiediately upon the demand of Lender.

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

Notice of Sale. Lender shall glva Grantor reasonable notice of the time and place of any public sale of the Personal
Property or of the time after which any private sala or other Intended disposition of the Personal Property is to be made.
Reasonabie notice shall mean notice"given at least ten (10) days before the time of the sale or disposition. Any sale of
the Personal Property may- bé.made in conjunctlon with any sale of the Real Property.

Sate of the Property. To the extenl pern'nlted by applicable law, Grantor hereby waives any and all rights to have the
Property marshalled. In exercising its rights and remedies, the Trustea or Lander shall be free to sell all or any part of the
Property togethar or separately, in one sale or by separate sales. Lender shall be e¢ntitied to bid at any public sale on all
or any portion of tha Property. :

Altorneys’ Fees; Expenses. If Lender Inslltutes any suit or action to enforce any of the terms of this Desd of Trust,
Lender shall be entitied to 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 Involved and to the extent not prohibited by faw, all reasonable
expenses Lender incurs that in Lender’s: opinion -dre-necessary at any time for the protection of Its interest or the
enforcemant of Its rights shall become a part of 1hé Indebtedness 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 1o any limits under applicable law, Lender's altorneys’ fees and Lander's legal expensas, whether or not
there is a lawsuit, including attorneys’ fees and-expenses for bankruptcy proceedings (including efforts to modify or
vacate any automatic stay or injunction), appeals;.and any anticipatad posl—judgment collection services, the cost of
searchlng records, obtaining title reports {including foreclosure-reports), surveyors' reports, and appraisal fees, title
insurance, and fees for the Trustee, to the extent permalted by applicable 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 rights and dutles of Lerfder as sel forth in this section.

POWERS AND OBLIGATIONS OF TRUSTEE. The follorwmg prowslons relailng to the powers and obligations of Trusiee
(pursuant to Lender's instructions) are part of this Deed of Trust: ;

Powers of Trustee. |n addifion to all powers of Trustee ansmg as a malter of law, Trustee shall have the power to take
the following actions with respect to the Property upon the written‘reguaest of Lénder and Granfor: (a} join In preparing
and filing a map or plat of the Real Property, including the dedicaticn of streats or other rights to the public; (b) join in
granting any sasement or creating any restriction on the Real Property; and - (¢} joln In any suberdination or other
agreement affacting this Deed of Trust or the interest of Lander under this Deed of Trust

Obligations to Notify. Trustes shall not be obllgated to notify any other party of a pendlng sale under any other trust
deed or lisn, or of any action or proceeding in which Grantor, Lender, or Truslee shall be a party, unless required by
applicable law, or unless the action or proceeding is brought by Trustee. ]

Trustee. Trustee shall meet all qualifications required for Trustes under appllcable Iaw In addition to the rights and
remadies set forth above, with respect to all or any part 'of the Property, the Trustes shall have the right to foreclose by
nofice and sale, and Lender shall have the right to foreclose by judicial foreclosure in either case in accordance with and
1o the full extent provided by appilcable law.

Successor Trusiee. Lender, at Lender's oplion, 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, Siale of Washinglon. The inslrument shall contain, in addition ta_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 succassor trustee, and the instrument
shall be executed and acknowladged by Lender or its successors in interest. The successor lrustee. without coriveyance
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 procedurs for substitution of Trustee shall govern lo the exclusion” of all other provlsrons for
subsfitutipn.

NOTICES. Subject lo appllcable law, and except for noﬁce raquirad or allowsd by law to be giver'in another manner. any
notice required to be given under this Dead of Trust, including without limitation- any notice of default énd-any notice of sale
shall be given in wriling, and shall be effeclive when actually delivered, when actually received by:-telefacsimiie (uriless
otherwise required by law), when deposited with a nationally recognized overnight courier, or, if mailed, when deposﬂed in
the United States mail, as first class, certlfied or registered mail postage prepaid, directed to the addresses shown nearthe
beginning of this Deed of Trust. "All coples of notices of foreciosure from the holder of any lien which has:prority:gver this™
Dead 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 notice to the other parties, specifying that the-purpose of:
the notice is to change the party’s address. For nofice purposes, Grantor agrees to keep Lender informed at all times. of

Grantor’s current address. Subject to applicable law, and except for nofice required or allowed by law to be giveriin anather | :
manner, if there is more than one Grantor, any notice given by Lender fo any Grantor is desmed fo be notice given io all" A

Grantors.

ASSOCIATION OF UNIT OWNERS. The following provisions apply if the Real Properly has been submitted to unlt
ownershlp law or similar law for the sstablishment of condominlums or cooperative OWnershrp of the Real Property:

\rrmrmurmmuwrmrw
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) _:Pd_i_ve? of Attorney. Grantor granis an Irrevocable power of attorney o Lender to vote in Lender's discrefion on any
< matter that may come before the associalion of unit owners. Lender shall have the right to exercise this power of
~attorney only after Grantor’s default; however, Lender may decline to exercise this power as Lender sees fit.

“ lngyfﬁr‘ibé‘-.__ “The insurance as required above may be carried by the association of unit owners on Grantor's behalf, and
;the proceeds. of such insurance may be paid to the association of unit owners for the purpose of repairing or
:reconstructing the Property. If nol so used by the association, such proceeds shall be paid to Lender.

Defaull. Grantor's failure to perform any of the obligations imposed on Grantor by the declaration submilling the Real
Property o unit ownership, by the bylaws of the association of unit owners, or by any rules or regulations theraunder,
shall ‘bé an event of default under this Deed of Trust. |f Grantor's interast in the Real Property is a leasehold interest and
such property has been submitted fo unit ownership, any failure by Grantor o perform any of the obllgahons imposed on
Grantor'by-the lease of the Real Property from its owner, any default under such lease which might result in termination
of the lease as it pertainsto the Real Property, or any failure of Grantor as a member of an association of unit ownars to
take any reasonable.action within Granlor's power to prevent a default under such lease by the association of unit
owners or by any | member of the association shall ba an Event of Default under this Deed of Trust.

MISCELLANEOQUS, PROVISIONS _The following miscellaneous provisions are a part of this Deed of Trust:

Amendments. - This Deed OI_. Trust, together with any Relaled 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 uniéss gwen in wntlng and signed by the party or parties sought to be charged or bound by the
afteration or amendment. .

Annual Reporis. If the Proper‘ty is used for purposes other than Grantor's residence, Grantor shall furnish to Lender,
upon request, a certified statement of ‘net operating income received from the Properiy during Grantor's previous fiscal
year in such form and delall as Lender shall require. "Net operating income” shall mean all cash receipts from the
Property less all cash expendltures made in. connectlon with the operation of the Property.

Caption Headings. Caplion headmgs in thi_s Deed of Trust ara for convenience purposes only and are not to be used to
interpret or define the provisions'of this Deed of Trust,

Merger. There shall be no merger'"bi the interest-or estate created by this Deed of Trust with any other interest or estate
in the Property at any time held by-or for thebanaﬁt of Lender in any capacity, without the written consent of Lender.

Governing Law. This Deed of Trusl will be governed by, construed and enforced in accordance with tederal law
and the laws of the State of Washlngton. Thls Deed of Trust has been accepled by Lender in the Siate of
Washington.

Choice of Venue. If there is a lawsult, Grantor agrees upon Lender’s requast to submit to the jurisdiction of the courts of
Whatcom County, State of Washington. .

No Waiver by Lender. Lender shall not be"geemsd to have waived any rights under this Deed of Trust unless such
waiver is given in writing and signed by Lender. No delay or omission on the part of Lender in exercising any right shail
operate as a waiver of such right or any other right. A waiver by Lender of a provision of this Deed of Trust shall not
prejudlce or constitute a waiver of Lander’s right olherwise 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

constitule a waiver of any of Lender’s rights or of any of Grantor's obligations as to any future transactions. Whenever
tha consent of Lender is required under this Deed of Trust, the granting: of such consent by Lender in any instance shall
not constilute continuing consent to subsequent instances whera such consent is required and in all cases such consent
may be granted or withheld in the sole discretion of Lender

Severabllity. If a court of competent jurisdiction finds any provisuon of this Deed of Trust to be illegal, invalid, or
unenforceable as to any circumstance, that finding shall Aot make-the offending provision ifiegal, invalid, or
unenforceable as to any other circumstance. |f feasible, the offending provision shall be considered modified so that it
becomes legal, valid and enforceable. |f the offending provision ¢annot be so modified, it shall be considered deleted
from this Deed of Trust. Unless otherwise required by law, the illegality, invalidity, of unenforceability of any provision of
this Dead of Trust shall not affect the legality, validity or enforceability of any cther provision of this Deed of Trust.

Successors and Assigns. Subject to any limilations 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 suctéssors and assigns. If ownership of
the Property becomes vested in g parson other than Grantor, Lendsr, without nofice to ‘Grantor, may deal with Grantor's
successors with refsrence to this Deed of Trust and the Indebledness by way of forbearance or extension wilhout
releasing Grantor from the obligations of this Deed of Trust or liability under the Indebledness

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

Walve Jury. All parties to this Deed of Trust hereby walve the right to any lury trlal in any acﬂon, proceeding, or
counterclalm brought by any party against any other party.

Waiver of Homeslead Exemption. Grantor hereby releases and waives all nghts and beneflts of the homestead
exemplion laws of the State of Washington as to all Indebtedness secured by this Deed “of Trust:" 8

DEFINITIONS. The following capitalized words and lerms shall have the foliowing meanings whan 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 inclade the:singular, as
the context may require. Words and terms nol otherwise defined in this Deed of Trust shall haveths meanlngs aﬂnbuted fo
such terms in the Uniform Commerciat Code: . :

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

Borrower. The word "Borrowar™ means Cline Construction and Design LLC, and all other persons and enhlles sngmng
the Note in whatever capacity,

Deed of Trust. The words "Deed of Trust” mean this Deed of Trust among Grantor, Lender, and Trustee. and |ncludes
without limitation all assignment and security interast provisions relating to the Personal Property and Hsnts, ; A

Default. The word "Default” means the Default sat forth in this Dead of Trust in the section titled "Default”™

Environmental Laws. The words "Environmental Laws" mean any and all state, faderal and local statules, rsgulathns
and ordinances relating to the protection of human health or the environment, including without limitation .the .-
Comprehensive Environmental Response, Compensalion, and Liability Act of 1980, as amended, 42 U.S.C. Section™ . -
9601, el seq. ("CERCLA", the Superfund Amendments and Reauthorization Act of 1986, Pub. L. No. 99-499 ("SARA",

the Hazardous Materials Transportation Act, 49 U.8.C. Section 1801, et seq., the Resource Conservation and Regovery
Act, 42 U.S.C. Section 6901, et seq., or other applicable state or federal laws, rules, or regulations adopted pursuant
thereto.

Event of Default. The words "Event of Default” mean any of the events of dafault set forth in this Deed of Trust in the

ARV
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7 gvents of default section of this Deed of Trust.
qrihtor- The word "Grantor” means Cline Construction and Design LLC.

p""Guariﬁty..: The word "Guaranty” means the guaranty from guarantor, endorser, surety, or accommedation party to
Lendér, including without limitation a guaranty of all or part of the Note.

: Hazardous Substances. The words "Hazardous Substances” mean materials that, because of their quantity,

¢ concentrafiors or physical, chemical or infectious characteristics, may cause or pose a present or polential hazard to
“human health or the environment when improperly used, treated, stored, disposed of, generated, manufactured,
‘transported or-otherwise handled. The words "Hazardous Substances® are used In their very broadest sense and
include ‘without limitation any and all hazardous or loxic subslances, materials or waste as defined by or listed under the
Enviconmental Laws:. The term "Hazardous Substances" also includes, without limitation, petroleum and petroisum
by—products or: any frachon thereof and asbestos.

lmprovernents “The word "Improvements” means all existing and future improvements, buildings, structures, mabile
homes affixed on the' R_gal Property, facilities, additions, replacements and other construclion on the Real Property.

Indebledness. The word-"Indebtedness” means all principal, interest, and other amounts, costs and expenses payable
under the Note or'Related Documents, togsther with all renewals of, extensions of, modifications of, consolidations of
and substitutions for the' Nofe or Related Documents and any amounts sxpended or advanced by Lender to discharge
Grantor's obligations of expensss incurred by Trustee or Lender to enforce Grantor’s obligations under this Deed of
Trust, together with interest onsuch 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 promissory note dated Oclober 3, 2003, in the original principal amount
of $245,600.00 from Graritor to Lender, together with all renewals of, extensions of, modifications of, refinancings of,
consolidations of, and substitutions for the promissory note or agreement. The maturity date of this Deed of Trust is
November 1, 2004. NOTICE TO GRANTOEI:: THE NOTE CONTAINS A VARIABLE INTEREST RATE.

Personal Properly. The words "Personal Property” mean all equipment, fixtures, and other arficles of personal property
now or hereafter owned by Grantor,’and now or hereafter attached or affixed to the Real Property; togsther with all
accessions, parts, and additions {o; all replacements of, and all substitutions for, any of such property; and together with
all issues and profits thereon and procaeds (mcludmg without limitation all insurance proceeds and refunds of premiums)
from any sale or other disposition of the Property

Property. The word "Froperty” means’ collectwety the Réal Property and the Personal Property.

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

Related Documents. The words "Flelated .Documents" mean all promissory notes, credlt agreements, loan agreements,
environmental agreements, guaranties, sectrity'agreements, morlgages, deads of trust, securly deeds, collateral
mortgages, and all other instruments, agreements and documents, whether now or hergafter existing, executed in
connection with tha Indebtadnass.

Rents. The word "Rents” means all presenl and future rents fevenues income, issues, royalties, profits, and other
benefits derived from the Property.

Truslee. The word "Trustee™ means Westward Financial Ser\noas Inc. whosa mailing address is 1500 Cornwall Avenue,
Belliingham, WA 98225 and any substilute or successor trustees i

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

GRANTOR:

A, :
gin W Cline, Manager of Cline Construcllon and Design L1LC

LIMITED LIABILITY COMPANY ACKNOWLEDGMENT

STATE OF L\)AbIn 1 \/f(I e )
COUNTY OF SJI/\L{) ) I/ ' }

On this BY d day of )Q.‘IUIAL( , 2000 32 before me, the undemlgned
Notary Public, personally appeared John W Cline, Nl’nager of Cline Conslrucllorl and Deslgn LLC, and personally known
to me or proved to me on the basls of satisfactory evidence lo be a of the limited liability company that executad the Deed of
Trust and acknowledged the Deed of Trust to be the free and voluntary act and deed of the limited" fiability company, by
authority of statute, its articles of organization or its operating agreement, for the uses and purposes thergin mentioned, ‘and
on oath stated that he or she is authorized to execute thls R@ﬂ,p‘ Trust and in fact exscuted the Deed of Trusl on behalf of

the limited I:ablllty com M VAN 'm,
‘\ \k‘ L / %
By KI kl/u, (nJ f‘-n‘ﬂﬁf R X /.-‘55\051“' 5;2.:‘;"4, Residing at DIIAL MN 5
§ g \.\OTAR y%"s¢§ﬂ‘! commission expires 3- } 5“ Q 7
bx = .
g _ g
o, =

Notary Publlc in and for the State of L~ A
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REQUEST FOR FULL RECONVEYANCE

Tor , Trustee

The undemlgned is the legal owner and holder of all indebtedness secured by this Deed of Trust. You ars hereby requested,
upon payment of all sums owing lo you, to reconvey without wamanty, to the persons entitied thereto, the right, title and
intere;t-.n_ow held by you under the Dead of Trust,

Date: . .= .~ Beneficlary:
T By:

LASER FRO LInQ_lj!u, Var. 5.'%1.50.00! Gapr, Harlund Financlal Selutiana, e, 1097, 2003. Al Righie Resarved. - WA BAcFiWIMCFILPL\GOIFC TR-4777
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