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DEED OF TRUST

Reference # (if appllcable) | Additional on page
Grantor(s): : .
-1. Ray, Patrick

Grantee(s)
1. Horizon Bank s
2. Westward Financial Serwces lnc, Trustee

Legal Description: Lots 1 & 2, BIK-A;-Bay“\{rew Additional on page 2
Assessor's Tax Parcel ID#: 4068 004:_00_2""00‘01"1_':'.

THIS DEED OF TRUST is dated February 10, 2004, among Patrick Ray; as his separate
property ("Grantor"); Horizon Bank, whose mailing address is Whatcom Commercial Center,
2211 Rimland Dr. Suite #230, Bellingham, WA 98226 (referred to below sometimes as
"Lender" and sometimes as “Beneficiary”); and Westward Financial Services Inc, whose
mailing address is 1500 Cornwall Avenue, Bellingham WA 98225 (referred to below as
"Trustee"). 5oy
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CONVEYANGE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale, right
.of entry-and posgession and for the benefit of Lender as Beneficiary, all of Grantor's right, title, and interest in and to the
following described. real property, together with all existing or subsequently erected ar affixed buildings, improvements and
fixtures, all easements, rights of way, and appurtenances; all water, water rights and ditch rights (including stock in utilities
with ditch or irrigation rights); and ali other 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 Washlngton.

Lots 1 And. 2 Block 4, "ADDITION TO BAY VIEW, WASH.," as per plat recorded in Volume
1 of pIats page 11 records of Skagit County, Washlngton

TOGETHER WITH that portion of the vacated alley adjoining said premises that has
reverted thereto by operatlon of law,

Situate in the County of Skagit, State of Washington

The Real Property or rts eddress is commonly known as 12448 E Street, Mt. Vernon, WA
98273. The Real Prope'rty’"tax identification number is 4068 004 002 0001

Grantor hergby assigns as securaty Io Lender all of Grantor’s right, title, and interest in and to all leases, Rents, and profits of
the Property. This assignment is fecorded in.accordance with RCW 65.08.070; the lien created by this assignment is intended
to be specific, perfected and choate upon the recording of this Deed of Trust. Lender grants to Grantor a license to collect
the Rents and profits, which license may be revoked at Lender's option and shall be automatically revoked upon acceleration
of all or part of the Indebtedness. "

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

PAYMENT AND PERFORMANCE. Except as" otherwrse 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’ Related Documents

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

Possession and Use. Until the occurrence of“en 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 privilege is a
license from Lender to Grantor automatically revoked upon default), The following provisions relate to the use of the
Property or to other limitations on the Property. The: Heal Property is not used principally for agricultural purposes.

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

Nuisance, Waste. Grantor shall not causa, conduct ar petrnit any nureance nor commit, permit, of suffer any stripping of
or waste on or to the Property or any portion of the Property. Withoutlimiting the generality of the foregoing, Grantor will
not remove, or grant to any other party the right to remove, any timber,. mrnerals (including ail and gas), coal, clay,
scoria, soil, grave! or rock products without Lender’s prior written-consent:

Removal of Improvements. Grantor shall not demolish or remove; ‘any Improvements frorn the Real Property without
Lender’s prior written consent. As a condition 1o the removal of any Improvements,:Lender may require Grantor to make
arrangements satisfactory to Lender to replace such Improvements with Improveme’nts of at least equal value.

Lender’s Right to Enter. Lender and Lender's agents and representatrves rnay enter upon the Real Property at ali
reasonable times to attend to Lender's interests and to inspect the Real Prctpert\,r for purposes of Grantor's compliance
with the ferms and conditions of this Deed of Trust.

Compliance with Governmental Requirements. Grantor shall promptly cornply, and shall promplly 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, ordinances, and regulations, now ‘or -hereafter-in effect, of all governmental
authorities applicable to the use or accupancy of the Property, including without limitatian, theAmericans With Disabilities
Act. Grantor may contest in good faith any such Jaw, ordinance, or regulation“and withhold compliance during any
proceeding, Including appropriate appeals, so long as Grantor has notified Lender in writing prior to_doing so and so
long as, in Lender's sole opinion, Lender's interests in the Propsrty are not jeopardized. .Lender may ‘require Grantor to
post adequate security or a surety bond, reasonably satisfactory to Lender, to protect Lenders mteresL

Duty to Protect. Grantor agrees neither to abandon or lsave unattended the Property. Granfor 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) declare immeq_iately due:_and payable all
sums secured by this Deed of Trust or (B) increase the interest rate provided for in the Note or other‘dotumeni-evidencing

the Indebtedness and impose such other conditions as Lender desams appropriate upon the sale or transfer, without-Lender's

prior written consert, of all or any part of the Real Property, or any interest in the Real Property, A “sale‘or transfer’ mearis the
conveyance of Real Property or any right, tile or interest in the Real Property; whether legal, beneficial or equiitable; whether
voluntary or involuntary; whether by outright sale, deed, instailment sale conftract, land contract, contract for deed, leasehold
interest with a term greater than three (3) years, lease-option contract, or by sale, assignment, or transfer ef‘ar;y“'beneticialy.
interest in or to any land trust helding titls 1o the Real Property, or by any other method of conveyance of an ifterest in the'
Real Property. However, this option shall nct be exercised by Lender if such exercise is prohibited by federal law: or by
Washington law.

TAXES AND LIENS. The following provisions relating to the taxes and liens on the Property ars part of this Deed of: Trusf

Payment. Grantor shalt pay when due (and in all events prior to delinquency) all taxes, special taxes, assess__ments, i
charges (including water and sewer), fines and impositions levied against or on account of the Property, and shall pay -~
when due all claims for work done on or for services rendered or material fumished to the Property. Grantor shatt- -«
rmaintain the Property free of all liens having priority over or equal to the interast of Lender under this Deed of Trast, -~
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.
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; Right ‘to Contest. Grantor may withhold payment of any tax, assessment, or claim in connection with a good faith
¢ /~digpute over the obligation to pay, so long as Lender’s intarest in the Property is not jeopardized. If a lien arises or is
_filed as @ ‘result of nonpayment, Grantor shall within fifteen (15) days after the lien arises or, if a lien is filed, within fifteen
<" (15) days after Grantor has notice of the filing, secure the dischargs of the lien, or if requested by Lender, daeposit with
Lender cash or a suMicient corporate surety bond or other security satisfactory to Lender in an amount sufficient to
discharge the lien plus any costs and attorneys’ fees, or other charges that could accrue as a result of a foreclosure or
‘sale under thedien. In any contest, Grantor shall defend itself and Lender and shall satisty any adverse judgment before
anforcement against the Property. Grantor shall name Lender as an additional obligee under any surety bond fumished
i the contest proceedings.

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

Notice of Constriction. “Grantor shall notify Lender at least fifteen (15) days before any work is commenced, any
services are furnished, of any materials are supplied to the Property, if any mechanic’s lien, materialmen’s lien, or other
lien could be asserted ‘on agccount of the work, services, or materials. Grantor will upon request of Lender furnish to
Lender advance assurances satlsfactory 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 Insur_'.;nc_e. 4 ;iran'tor:\ shall procure and maintain policies of fire insurance with standard extended
coverage endorsements oh areplacement basis for the full insurable value covering all Improvements on the Real
Froperty in an amourt sufficient 46 avoid application of any coinsurance clause, and with a standard mortgages clause in
favor of Lender. Grantor shall also procure and maintain comprehensive general liability insurance in such covsrage
amounts as Lender may reguest with Trustee and Lender being named as additional insureds in such liabllity insurance
policies.  Additionafly, Grantor shall miaintain such othsr insurance, including but not limited to hazard, business
interruption, and boiler insurance,:as Lerider may reasonably require. Policies shall be written in form, amounts,
coverages and basis reasonably-acceptable-fo Lender and issued by a company or companies reasonably acceptabie 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 stlpulatmns that coverages will not be cancelled or diminishaed without at least
ten {10) days prior written notice to'Lender. Eagh insurance pdlicy also shall include an endorsement providing that
coverage in favor of Lender will not-be impaired in any way by any act, omission or default of Grantor or any other
person. Should the Real Property bé located jn an area designated by the Director of the Federal Emergency
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:Lenderthat the Property is located in a special flood hazard area, for the
full unpaid principal balance of the loan and:any prier liens on the property securing the loan, up to the maximum palicy

limits set under the National Fiood lnsurance F‘rogram or as otherwise required by Lender, and to maintain such
insurance for the term of the loan.

Application of Proceeds. Grantor shall promptly' notify Lender of any loss or damage to the Property. Lender may
make proof of loss if Grantor fails to do so withinfifteen (15} days of the casualty. Whaether or not Lender's security is
impaired, Lender may, at Lender's election, receive and retain the proceeds of any insurance and apply the proceeds to

the reduction of the Indebtedness, payment of any 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 expenditurs,

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

Lender has not committed to the repair or restoration of the. Pioperty-shall-be used first to pay any amount owing to

Lender under this Deed of Trust, then to pay accrued interest, and-the réfmainder;.If any, shall be applied to the principal

baiance of the Indebtedness. If Lender holds any proceeds after payment in full.of the Indebtedness, such procesds

shall be paid without interest to Grantor as Grantor’s intarests may appsar.

Grantor’s Report on Insurance. Upon request of Lender, however riot more thari once a year, Grantor shall furnish to
Lender a report on sach existing policy of insurance showing: (1) the name-of the insurer; (2) the risks insured; (3)
the amount of the policy; (4) the property insured, the then current replacément valueof such property, and the manner
of determining that value; and (5) the expiration date of the policy. Grantor shall,- upoit. request of Lender, have an
independent appraiser satisfactory to Lender determine the cash value replacerient cost of the Property.

LENDER’'S EXPENDITURES. If any action or proceeding is commenced that would materially éffect 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 discharge or pay when due any amounts Grantor is required-1o discharge or pay under this Deed
of Trust or any Related Documents, Lender on Grantor's behalf may (but shall not be cbligated te) take any action that Lender
deems appropriate, including but not limited to discharging or paying all taxes, liens, secunty interests, sncumbrances 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
under the Note from the date incurred or paid by Lender to the date of repayment by Grantor. All such expenses will become
a part of the Indebtedness and, at Lender's option, will {A) be payable on demand; (8B) be ‘added to the balance of the
Note and be apportionad among and be payable with any installment payments to become due during either: (1} the term of
any applicable insurance policy; or (2) the remaining term of the Note; or {C) be treated as a ballogr paymerit which will be
due and payable at the Note's maturity. The Deed of Trust also will secure payment of these amounts Such nght shall be in
addition to all other rights and remedies to which Lender may be entitled upon Default.

WARRANTY; DEFENSE OF TITLE. The following provisicns relating to ownership of the Property are a part ot thls Deed of
Trust:

Title. Grantor warrants that: (a) Grantor halds good and marketable tile of record to the Property in fae snmple. free
and clear of all liens and encumbrances other than those set forth in the Real Property descnptlon AOF jn any utle
insurance policy, title report, or final title opinion issued in favor of, and accepted by, Lender in connectior with this Deed.
of Trust, and (b} Grantor has the full right, power, and authority to execute and deliver this Deed of Trust to Lender.

Defense of Title. Subject to the exception in the paragraph above, Grantor warrants and will forever defend the title lB L
the Property against the lawful ctalms of all persons. In the event any action or procesding is commenced that guestions:?
Grantor's title or the interest of Trustee or Lender under this Deed of Trust, Grantor shall detend the action at Granter's
expense. Granfor may be the nominal party in such proceeding, but Lender shall be entitled to padicipate in'the ;

proceeding 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. -

Compliance With Laws. Grantor warrants that the Property and Grantor's use of the Property complies with all e)ustlng'"'
applicable laws, ordinances, and reguiations of governmental authorities.

Survival of Representations and Warranties. All representations, warranties, and agreements made by Grantor in this

TR
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Deed of Trust shall survive the execution and delivery of this Deed of Trust, shall be continuing in nature, and shall
-femain in full force and effect until such time as Grantor's Indebtedness shall be paid in full.

CONDEMNATION The following provisions relating to condemnation procesedings are a part of this Deed of Trust:

Proceedmgs If any proceeding in condemnation is filed, Grantor shall promptly notify Lender in writing, 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 entitied to participate in the proceeding and to be represented in
the.proceeding by counsel of its own choice all at Grantor's expense, and Grantor will deliver or cause to be delivered to
Lender-such instruments and documentation as may be requested by Lender from time to time to permit such
parttmpaﬂon )

Appllcation of Net Proceeds If all or any part of the Property is condemned by eminent domain proceedlngs or by any
proceeding-or purchase’in lieu of condemnation, Lender may at its election require that all or any portion of the net
proceeds of the award be’applied to the Indebtedness or the repair or restoration of the Property. The net proceeds of
the award shall maan.the award after payment of all reasonable costs, expenses, and attorneys’ fees incurred by Trustee
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 of this Deed of Trust:

Current Taxes, Fees and Charges Upon request by Lender, Grantor shall execute such documents in addition fo this
Deed of Trust and take whatevér other action is requested by Lender to perfect and continue Lender's lien on the Real
Property. Grantor shali"reimbursé Lender for all taxes, as described below, together with all expenses incurred in
recording, perfecting or continling-this. Deed of Trust, including without limitation all taxes, fees, documentary starmps,
and other charges for recording-or register'ing this 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 specific 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 Trist. chargeable against the Lender or the holder of the Note; and (4) a specific tax
on all or any portion of the Indebtedness ef on payments of principal and interest made by Grantor,

Subsequent Taxes. If any tax to thch this. sectlon applies is enacted subseguent to the date of this Deed of Trust, this

event shall have the same effect as an-Event, of Dafault, and Lender may exercise any or all of its available remedies for
an Event of Default as provided below unléss Grantor either (1) pays the tax before it becomes delinquent, or (2)

contasts the tax as provided above in the Téxes and Liens section and deposits with Lender cash or a sufficient

corporate surety bond or other security satisfactory to Lender.

SECURITY AGREEMENT; FINANCING STATEMENT S The following provisions reiating to this Deed of Trust as a security
agreement are a part of this Deed of Trust:

Security Agreement. This instrument shall ce'hstitute a Security Agreement to the extent any of the Property constitutes
fixtures, and Lender shall have all of the rights of a secured party under the Uniform Commercial Code as amended from
time to time.

Security Interest. Upon request by Lender, Grantd‘r"shall executs financing statements and take whatever other action
is requested by Lender to perfect and continue Lender's security interest.in the Rents and Personal Property. In addition
to recording this Deed of Trust in the real property records; Lender may, at any time and without further authorization
from Grantor, file executed counterparts, copies or reproductionis of this: Dieed 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. Upon default, Grantor shall assemble any
Personal Property not affixed to the Property in @ manner and.at a pldce réaSonably convenient to Grantor and Lender
and make it available to Lender within three (3) days after recelpt of wrrrten dernand from Lender to the extent permitted

by applicable law.

Addresses. The malling addresses of Grantor (debtor) and Lender {secured party) from which information conceming
the security interest granted by this Deed of Trust may be obtained (each as requued by the Uniform Commercial Code)
are as stated on the first page of this Deed of Trust.

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following prowsrons relatlng fo further assurances and
attorney-in-fact are a part of this Deed of Trust:

Further Assurances. At any time, and from time to time, upon request of Lender Grantor will make, execute and
deliver, or will cause to be made, executed or delivered, to Lender or to Lenders designée, and when raquested by

Lender, cause to be filed, recarded, refiled, or rerecorded, as the case rmay be, "at.such times and in such offices and
places as Lender may deem appropriate, any and all such morigages, deeds of trust, -security deeds, security
agreements, financing statements, continuation statements, instruments of further assrance, certificates, and other
documents as may, in the sole opinion of Lender, be necessary 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 on the Property whether.naw owried.or hereafter acquired
by Grantor, Unless proh|b|ted by law or Lender agrees to the contrary in writing, Grantor shall rmmburse Lender for all
costs and expenses incurred in connection with the matters referred 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 so for
and In the name of Grantor and at Grantor's expense. For such purposes, Grantor hereby ifrevocably appolnts Lender
as Grantor's attorney-in-fact for the purposs of making, executmg, delivering, filing, recording, aind doing all ether:things
as may be necessary or desirable, in Lender's sole opinion, to accomplish the matters referred to i the precedmg
paragraph.

FULL PERFORMANCE. If Grantor pays all the Indebtedness when due, and otherwise performs all the: obhgatlons mposed
upon Grantor under this Deed of Trust, Lender shali exscute and deliver to Trustes a request for full reconveyance. and shall,
execute and deliver to Granlor suitable statements of termination of any financing statement on file evidéncing ‘Lender's.”
security interest in the Rents and the Parsonal Property. Any reconveyance tea shall be paid by Grantor;. if: permmed by ..
applicable law. The grantee in any reconveyance may be described as the "person or parsons legally entitled: thereto®, and.«
the recitals in the reconveyance of any matlers 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. Grantor fails to comply with or to perform any other term, cbligation, covenant or condition comainedin"’:'
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 Grar M‘ m" n“wmm' . lm“” l " m
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Compliance Default. Failure to comply with any other term, obligation, covenant or condition contained in this Deed of
¢ 2 Trust, the Note or in any of the Related Documents. If such a failure is curable and if Grantor has not been given a
_hotice-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 Defautt will have occurred) if Grantor, afler Lender sends written notice demanding cure of such failure:
{a) glres the failure within thirty (30) days; or (b} if the cure requires more than thirty (30) days, immediately initiates
steps sufficient to cure the failure and thereafter continues and completes all reasonable and necessary steps sufficient
1o produce compliance as soon as reasonably practical.

Default on Gther’ Payments Failure of Grantor within the time required by this Deed of Trust to make any paymant for
takes or Ingurarice,. .OF any other payment necessary to prevent filing of or to effect discharge of any lien.

False statements Any warranty, representation 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 material respect, either now or at
the time'made or furnished or becomes false or misleading at any time thereafter.

Detective Collateralization,. This Deed of Trust or any of the Related Documents ceases to be in full force and effect
{including failure of- any collataral 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 Grantor, the Insoivency of Grantor, the appointment of a receiver for any part of
Grantor's property, any assigrinent for the benefit of creditors, any type of creditor workout, or the commencement of
any proceeding under any | bankruptcy or insolvency laws by or against Grantor.

Creditor or Forfeiture Proceedlngs .Commencement of foreclosure or forfeiture proceedings, whether by judicial
proceeding, self-help, repbssession or. any other methed, by any creditor of Grantor or by any governmental agency
against any property securing the Indebtedness. This includes a gamnishment of any of Grantor's accounts, including
deposit accounts, with Lender, However, this Event of Default shall not apply if there is a good faith dispute by Grantor
as fo the validity or reascnableness of the claim which is the basis of the creditor or forfeiture proceeding and if Grantor
gives Lender written notice of the. creditor or forfeiture proceeding and deposits with Lendsr monies or a surety bond for
the creditor or forleiture procesding;:in an amount determined by Lender, in its sole discretion, as being an adequate
reserve or bond for the dispute, :

Breach of Other Agreement. Any bréach by Grantor under the terms of any other agreement between Grantor and
Lender that is not remedied within"any.-grace period provided therain, including without limitation any agraement
concerning any indebtedness or other: obhgataon of Grantor to Lender, whether existing now or later.

Events Affecting Guarantor. Any of the precadlng events occurs with respect to any guarantor, endorser, surety, or
accommodation party of any of the Indebtedness or any guarantor, endorser, surety, or accommodation party dies or

becomes incompetent, or revokes or disputes the validity of, or liability under, any Guaranty of the Indebtedness. In the
event of a death, Lender, at its option, may; butshall not be required to, permit the guarantor's estate to assume
unconditionally the obligations arising under the. guaranty in & manner satisfactory to Lender, and, in doing so, cure any

Event of Default.

Adverse Change. A material adverse change occurs in Grantor's fmancua! condition, or Lender believes the prospect of
payment or performance of the Indebtedness is lmpalred ;

Insecurity. Lender in good faith balieves itself insecure.

Right to Cure. If such a failure is curable and if Grantor has’ nat been gwen a notice of a breach of the same provision
of this Deed of Trust within the preceding twelve {12) monthis, it may be cured (and no Event of Default will have
occurred) if Grantor, after Lender sends written notice demandlng 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 failure
and thereafter continues and completes all reasonable and necessary steps sufflclent to produce compliance as soon as
reasonably practical.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs unde( this Deed of Trust, at any time thereafter,
Trustee or Lender may exercise any one or more of the fallowing rights arid remedies::

Election of Remedies. Elsction 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 failure to parform, shall not affect Lender's right 1o declare a default and exercise its remedies.

Accelerate Indebtedness. Lender shall have the right at its option to declare’the entire Indebtedness immediately 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 its power of
sale and to foreclose by notice and sale, and Lender shall have the right to foreclosa by Judlcnal toreclosurs, in either
case in accordance with and to the full extent provided by applicable law.

UCC Remedies. With respect to all or any part of the Personal Property, Lender shall have all the nghts and remedias of
a secured party under the Uniform Commercial Code.

Collect Rents. Lender shall have the right, without nofice to Grantor fo take possesslon 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
costs, against the Indebtedness. In furtherance of this right, Lender may require any tenant or other user of the Property
to make payments of rent or use fees directly to Lender. If the Rents are collected by Lender; then Grantor irrevocably
designates Lender as Grantor's attorney-in-fact to endorse instruments received in payment thereof in-tie hame of
Grantor and 1o negotiate the same and collect the proceeds. Payments by tenants or other users fo Eshderifi response
to Lender's demand shall satisfy the obligations for which the payments are made, whather or rot any proper grounds
for the demand existed. Lender may exercise its rights under this subparagraph either in person, by agent or through a
receiver.

Appoint Receiver. Lender shall have the right to have a receiver appointed to take possession of aII or any. part of the
Property, with the power to protect and preserve the Property, to operale the Property preceding or pending foreclosure ...

or sale, and to colisct tha Rents from the Property and apply the proceeds, over and above the cost of the recewershsp,
against the Indebtedness. The receiver may serve without bond if permitted by law, Lender’s right to the: appointment.~
of a receiver shall exist whether or not the apparent vaiue of the Property exceeds the Indebtedness by a SUbSlﬂntIﬂ
amount. Employment by Lender shall not disqualify a person from serving as a receiver. :

Tenancy at Sufferance. |f Grantor remains in possession of the Property after the Property is sold as provided a_bpv'e of E
Lender otherwise becomes entitled to possession of the Property upon default of Grantor, Grantor shall become a - -~ -
tenant at sufferance of Lender 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 Lender. =

Other Remedies. Trustee or Lender shall have any other right or remedy provided in this Deed of Trust or the Note‘ :O'F
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Notice of Sale. Lender shall give Grantor reasonable notice of the time and place of any public sale of the Personal
¢ ~Property or of the time after which any pnvate sale or other intended disposition of the Personal Properly is o be made.
_Reasonable notice shall mean notice given at least ten (10) days before the time of the sale or disposition. Any sale of
g tha Persenal Property may be made in conjunction with any sale of the Real Property.

Sale of the Property. To the extent permitied by applicable law, Grantor hereby waives any and all rights to have the
Property marstialled. In exercising its rights and remedies, the Trustee or Lender shall be free to sell all or any part of the
Property together or separately, in one sale or by separate sales. Lendar shall be entitied to bid at any public sale on all
ar any partion of the  Property.

Atlorneys Fees; Expenses. If Lender institutes any suit or action to enforce any of the terms of this Deed of Trust,
Lender shail be’entitied 1o recover such sum as the court may adjudge reasonable as attorneys’ fees at trial and upon
any appeal.- Whetheér or not any court action is invoived, and to the extent not prohibited by law, all reascnable
axpensas. Lender ‘incurs that in Lender's opinion are necessary at any time for the protection of its interest or the
enforcement of ité-fights shall become a part of the Indebtedness payable on demand and shall bear interest at the Note
rate from the date of thé"expenditure until repaid. Expenses covered by this paragraph includeé, without limitation,

however subject to’any’ Itmnts under applicable law, Lender’s attorneys’ fees and Lender’s legal expenses, whether or not
there is a lawsuit, including atforneys' fees and expenses for bankruptcy proceedings (including efforls to modify or
vacate any automatic stay or injunction), appeals, and any anticipated post judgment collection services, the cost of
searchmg racords, obtaifing -itle. feports (including foreclosure reports), surveyors' reports, and appraisal fees, title
insurance, and fees for the Trustee, to the extent permitted by applicable law. Grantor also will pay any court costs, in
addition to all other sums:provided-by-taw.

Rights of Trustee. Tf’hstéé sﬁéll have. éil of the rights and duties of Lender as set forth in this section.

POWERS AND OBLIGATIGNS: OF TFlusTEE The following provisions relating to the powers and obligations of Trustes
{pursuant to Lender's mstructlons) are part of this Deed of Trust:

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

Obligations to Notify. Trustee shalf ‘not be obhgated to notify any other party of a pending sale under any other trust
deed or lien, or of any action or procéeding ‘in-which Grantor, Lender, or Trustee shall be a party, unless required by
applicable law, or uniess the action or proceedlng is brought by Trustee.

Trustee. Trustee shall meet all quallflcatnons requnred fof Trustee under applicable law. In addition to the rights and
remedies set forth above, with respect to all:or any part of the Property, the Trustee shall have the right to foreclose by
notice and sale, and Lender shall have the right.16 foreclose by judicial foreclosure, in either case in accordance with and
to the full extent provided by applicable law. " -

Successor Trustee. Lender, at Lender's option, may from time to time appoint a successor Trustee to any Trustes
appointed under this Deed of Trust by an instrument executed and acknowledged by Lender and recorded in the ofiice
of the recorder of Skagit County, State of Washingfon. The instrument shall contain, in addition to all other matters
required by state law, the names of the original Lender, Trustge, and Grantor, the book and page or the Auditor's File
Number where this Deed of Trust is recorded, and the name’and addiess of the successor trustee, and the instrument
shall be executed and acknowledged by Lender or its successors in interest. The successor trustee, without conveyance
of the Property, shall succeed to all the titie, power, and dutiés confsrred upon the Trustee in this Deed of Trust and by
applicable law. This procedure for substitution of Trustee shall- govsrn to the exclusion of all other provisions for
substitution. :

NOTICES. Subject to applicable law, and except for notice requlred or allowed by Iaw 1o be given in another manner, any

notice raquwed to be glven under this Deed of Trust, including without limitation any nolice of default and any notice of sale

shall be given in writing, and shall be effective when actually deiivered,. when actually received by telefacsimile (unless
otherwise required by law), when deposited with a nationally recognized:overnight courier, or, if mailed, when deposited in

the United States mail, as first class, certified or registered mail postage prepaid;’ directed to the addresses shown near the
beginning of this Deed of Trust. All copies of notices of foreclosure from the, holdér of ‘any flien 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 notice to the other parties,:specifying that the purpose of
the notice is to change the party’s address. For notice purposes, Grantor agrees {o keep Lender informed at all times of
Grantor's current address. Subject to applicable law, and except for notice required or allowed by law o be given in ancther

manner, if there is more than one Grantar, any notice given by Lender to any Grantor is deemed to be notice given to all
Grantors.

MISCELLANEQUS PROVISIONS, The following miscellaneous provisions are a part of thlS Deed of Trust:,

Amendments. This Deed of Trust, together with any Related Docurments, constitites the entire - understandlng and
agreement of the parties as lo the matters set forth in this Deed of Trust. No alteration f 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 bound by the
alteration or amendmant.

Annual Reports. If the Property is used for purposes other than Grantor's residence, Grantor shall fumlsh to Lender,
upon request, a certified statement of net operating income received from the Property durmg Grantors prewous fiscal
year in such form and detail as Lender shall require. “Net opsrating income" shall mean all cash recmpts frorn the
Property less all cash expenditures made in connection with the operation of the Property. o

Caption Headings. Captlon headings in this Deed of Trust are for convenience purposes only and are not to be used to
interpret or define the provisions of this Deed of Trust. ; 3

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

Governing Law. This Deed of Trust will be governed by, construed and enforced in accordance with federal Iaw'h'*'j;
and the laws of the State of Washington. This Deed of Trust has been accepted by Lender in the State of ;

Washington.

Cholce of Venue. |f thers is a lawsuit, Grantor agrees upon Lender's request to submit to the jurisdiction of the courfs of ©
Whatcom County, State of Washington. :

No Waiver by Lender. Lender shall not be desmed 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 shall:’
operate as a waiver of such right or any other right. A waiver by Lender of a provision of this Deed of Trust shall not
prejudice or constitute a waiver of Lender’s right otherwise to demand stict compliance with that provision or any other
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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 transactions. Whenever
_the gongent of Lender is required under this Deed of Trust, the granting of such consent by Lender in any instance shall

<" not'constitute: continuing consent to subsequent instances where such consent is required and in all cases such consent
may be granted or withheld in the sole discretion of Lender.

_Severabrlrty, df a court of competent jurisdiction finds any provision of this Deed of Trust to be illegal, invalid, or
urenforceable” as to any circumstance, that finding shall not make the offending provision illegal, invalid, or
unenforegable as:to any other circumstance. If feasible, the offendrng provision shall be considered modified so that it
becomes legal,-valid and enforceable. If the offending provision cannct be so modified, it shall be considered deleted
from this Deed of Trust. Unless otherwise required by law, the Illegality, invalidity, or unenforceability of any provision of
this Deed of Trust shall not affect the legality, validity or enforceability of any other provision of this Deed of Trust.

Successors and Assigns. Subject to any limitations stated in this Deed of Trust on transfer of Grantor's interest, this
Deed of Trust shail be binding upon and inura to the benefit of the parties, their successors and assigns, If ownership of
the Property becomes vested in a person other than Grantor, Lender, without notice to Grantor, may deal with Grantor's
successors with reference to this Deed of Trust and the Indebtedness by way of forbearance or extension without
releasing Granter frohy the obligations of this Deed of Trust or liability under the Indebtedness.

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

Waive Jury. All parties t_o-i‘th!:s‘ Deed of Trust hereby waive the right to any jury trial in any action, proceeding, or
counterclaim brought by any party-against any other party.

Waiver of Homestead Exenmiption: - Grantor hereby releases and waives all rights and benefits of the homestead
exemption laws of the State 6f Washington as to all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The following capitalized words and terms shall have the following meanings when used in this Deed of Trust.

Unless specifically stated to the contrary, all réferences to dellar 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-termis not otherwise defined in this Deed of Trust shall have the meanings attributed to
such terms in the Uniform Commercial Code :

Beneficiary. The word ' Beneflclary means Horlzon Bank, and its successors and assigns.
Borrower. The word "Borrower* mearis Patnck Flay ‘and includes all co-signers and co-makers signing the Note.

Deed of Trust. The words "Deed of Trust“ niean this Deged of Trust among Grantor, Lender, and Trustee, and includes
without limitation all assignment and secunty interést provisions relating to the Personal Property and Rents.

Default. The word "Default* means the Default set forth.in this Deed of Trust in the section titled "Default”

Event of Default. The words "Event of Defeu_!.t" mean any of the events of default set forth in this Deed of Trust in the
events of default section of this Deed of Trust. *, -

Existing Indebtedness. The words "EXIstlng Indebtedness mean the indebtedness described in the Existing Liens
provision of this Deed of Trust. .

Grantor. The word "Grantor” means Patrick Ray.

Guaranty. The word "Guaranty" means the guaranty from’ guarantor -endorser, surety, or accommodation party to
Lender, including without limitation a guaranty of all or partof the Note. = :

Improvements. The word *Improvements” means all existing and future improvements, buildings, structures, mobile
haomes affixed on the Real Property, facilities, additions, replacements and other construction on the Real Property.

Indebtedness. The word “Indebtedness” means all principal, inferest, Ang omer amounts, costs and expenses payable
under the Note or Related Documents, together with all renewals of, extensions of, medifications of, consclidations of
and substitutions for the Note or Related Documents and any amounts expended or advanced by Lender to discharge
Grantor's obligations or expenses incurred by Trustee or Lender to enforce Grantor's obligations under this Deed of
Trust, together with interest on such amounts as provided in this Deed of Trust

Lender. The word "Lender" means Horizon Bank, its successors and assrgns

Note. The word "Note® means the promissory note dated February 10, 2004, in the orrgrnal principal amount
of $100,000.00 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 GHANTOR THE NOTE
CONTAINS A VARIABLE INTEREST RATE.

Personal Property. The words "Personal Property” mean all equipment, fixtures, _a_nd: othei’ a__rtii:les of personal property
now or hereafter owned by Grantor, and now or hereafter attached or affixed to the Real Property; together with all
accessions, parts, and additions to, all replacements of, and all substitutions for, any of 'such property:; and together with
all issues and profits thereon and proceeds (including without limitation all insurance proceeds and refunds of premiums)
from any sale or cther disposition of the Property. =

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

Real Property. The words "Real Property” mean the real property, interests and rights, as furthsr descnbed in thls Deed
of Trust. .

Related Documents. The words "Related Documents” mean all promissory notes, credit agreements Ioan agrsements,
guaranties, security agreements, mortgages, deeds of trust, secuwrity deeds, collateral mortgages,-and” all. other
instruments, agreemsents and docurnents, whather now or hereafter existing, executed in“conpection wrth the
Indebtedness; provided, that the environmental indemnity agreerments 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, profrts and other'
henefits derived from the Property. )

Trustee. The word "Trustes” means Westward Financial Services Inc, whose mailing address Is 1500 Comwall Avenue."_ :
Bellingham, WA 98225 and any substitute or successor trustees. . :

o
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5‘GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND GRANTOR
-k__AGREES TO ITS TERMS.

GRANTOH

~ INDIVIDUAL ACKNOWLEDGMENT
STATE OF UO(‘;%Y\! M‘fDr’\
COUNTY OF btua i‘\‘

: \

On this day before ma, tgm)undermgned Notary Public, personally appeared Patrick Ray, perscnally kno N - v proved
to me on the basis of satisfactory evidence to be the individual described in and who executed the Deed of Trust, and
acknowledged that he or she 5|gned the Deed of Trust as his or her free and voluntary act and deed, for the uses and
purposes therein mentioned. -

Given under my hand and officiat seal thls 7

Otb' day of __F €} Do A 20 (O

Residing 2t _ MY Vexrnom

Notary Public in and for the State of \pJ# i : My commission expires "9 Yo' OF

REQUEST FOR FULL RECONVEYANCE

To: , Trustee

The undersigned is the legal owner and holder of all mdebtedness gecured, by this Deed of Trust. You ara hereby requested,
upon payment of all sums owing to you, to reconvey wrthout warranty ta the persons entitied thereto, the right, title and
interest now hetd by you under the Deed of Trust. : S

Date: Beneficlary:
its:

LASEA PRO Landirg. Ver. E22 30,002 Copr. Madand Financial Sohthons, Ing 1897, 2004 AN Righla Rasarvad, = WA LWGFIWINGFILPUGO FC TR-620%
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