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DEED OF TRUST

DATE: April 14, 2005

Reference # {if appltcable) 5000000317 Additional on page
Grantor(s):
1. Cline Constructlon and: Desrgn LLC

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

Legal Description: a ptn of Lots 1’3—1~5,.:B{k 6, 1st to Ship Harbor
L Additional on page 9

Assessor’s Tax Parcel 1D#: 381 6—006—016—(1200

THIS DEED OF TRUST is dated April 14,- 2005, among Cline Construction and Design LLC, a
Limited Liability Company, whose address is 2519 17th Street, Anacortes, WA 98221
("Grantor"); Horizon Bank, whose mailing address is ‘Anacortes Office, PO Box 587 / 1218
Commercial Avenue, Anacortes, WA 98221 (referred to below sometimes as "Lender” and
sometimes as "Beneficiary"); and Westward Flnanclal Services Corporation, whose mailing
address is 1500 Cornwall Avenue, Bellingham, WA 98225 (referred to below as "Trustee”).
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JCONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee In trust with power of sale, right
“of entry.and possession and for the benefit of Lender as Beneficiary, alt of Grantor's right, title, and interest in and to the
. following described real property, together with all existing or subssquently erscted or affixed buildings, |mprovements and
“fixturas; all easements, rights of way, and appurtenances; all water, water rights and ditch rights (including stock in utilities
with difch or irrigation rights); and all other rights, royalties, and profits refaling to the real praperty, Including without limitation
all minerals, oil; gas, geolhermal and similar matiers, (the "Real Property") located in Skagit County, State

of Washlngton
Seée atlached

The Real Property;,or its address is commonly known as 2607 Shannon Point Road,
Anacortes, WA - 98221.. The Real Property tax identification number is 3816-006-016-0200

Grantor hereby assigns.ds secunty to Lender, all of Grantor's right, titie, and interest in and to all lsases, Rents, and profits of
the Property. This assignment is recorded in accordance with RCW 65.08.070; the lien created by this assignment is intanded
to be specific, perfected and choate upon the recording of this Deed of Trusl. Lender granis o Grantor a license to collect
the Rents and profits, which hcensa 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 PROPERTV i§ GIVEN TO SECURE {A) PAYMENT OF THE INDEBTEDNESS AND (B)
PERFORMANCE OF ANY. AND ALL-OBLIGATIONS UNDER THE NOTE, THE RELATED DOCUMENTS, AND THIS DEED
OF TRUST. THIS DEED OF TRUST IS GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFOF!MAHCE. Exoef_;l:.:as otherwise provided in this Deed of Trust, Grantor shall pay to Lender all
amounts secured by this Deed ‘of Trust as they.become due, and shall strictly and in a timely manner perform all of Grantor's
obligations under the Note, this Deed"c! Trugtand the Relaled Documents.

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

Possession and Use. Until the oct:urrence of an Event of Default, Grantor may (1) remain in possession and control of
the Property; (2) use, operate or manage: the Property: and (3) collect the Rents from the Property (this 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 Redl. Property is not used principally for agricultural purposes.

Duty to Maintain. Grantor shall maint_ain.‘-fhe _Frb_peﬂy in tenantable condition and promptly perform all repairs,
replacements, and maintenance necessary:to preserve its value.

Compliance With Environmental Laws. Grantor represents and warrants to Lender that: {1) During the period of
Grantor's ownership of the Property, there hias: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 therg has been, except as previously disclosed to and
acknowledged by Lender in writing, (&) any bredch or viclation of any Environmental Laws, (b) any use, generation,
manufacture, storage, treatment, disposal, release or threatened release of any Hazardous Subslance on, under, about
or from the Properly by any prior awners or occupants, of Mthe Property, or {c) any actual or threatened litigation or
claims of any kind by any person relaling 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 the Property shall
use, generate, manufacture, store, treat, dispose of or reiease any Hazardous Substance on, under, about or from the
Property; and (b) any such activity shall be cenducted in‘compliange ‘with all applicable federal, state, and local laws,
regulations and ordinances, including without limitation all Environmerital:Laws. Grantor authorizes Lender and its
agents to enter upon the Property to make such inspections and tésts, at Grantor's expense, as Lender may deem
appropriale to determine compliance of the Property with this séction of the Deed of Trusl. Any inspections or tests
made by Lender shall be for Lender’s purposes only and shall notbe construed -to create any responsibility or liability on
the part of Lender to Grantor or to any other person. The representations and warranties contained herein are based on
Grantor’s due diligence in investigating the Property for Hazardous Substances: ™ Grantor hereby (1) releases and
waives any future claims against Lender for indemnity or contribution in'tHe event Grantor becomes liable for cleanup or
other cosls under any such laws; and (2) agrees to indemnify and hold harmless Lender against any and all claims,
losses, liabilities, damages, penalties, and expenses which Lender may direglly or indirsctly sustain or suffer resulting
from a breach of this section of the Deed of Trust or as a consequence of gny use, gereration, manufaclure, slorage,
disposal, release or threalened release oceurring prior te Grantor's ownership or interest in the Property, whether or not
the same was or should have been known to Grantor. The provisions of this: sectlon of thie Déed of Trust, including the
abligation to Indemnify, shall survive the payment of the Indebledness and the satisfaction-and reconveyance of the lien
of this Deed of Trust and shall not be affected by Lender's acquisition of any mterest in the Property, whether by
foreclosure or otherwiss. ;

Nulsance, Waste. Grantor shall not cause, conduct or permit any nuisance nor commﬂ perml ,_.or suffer any stripping of
or waste on or to the Property or any portion of the Property. Without limiting the generality of the. foregamg, Grantor will
nol remove, or grant o any other party the right to remove, any timber, minerals (mcludmg OII and ‘gas), coal, clay,
scorig, soil, gravel or rock products without Lender’s prior written consent. :

Remaoval of Improvements. Grantor shall not demolish or remove any Improvements from lhe Reai Propeﬂy without
Lender’s prior wrilten consent. As a condition to the removal of any Improvements, Lender may require Grantor to make
arrangements satisfactory to Lender to replace such Improvements with Improvements of at least equal value

Lender’s Right to Enfer. iender and Lender's agents and representatives may enter upon the Redl Preperty at all
reascnable fimes to attend to Lender’s interests and %o inspect the Real Properly for purposes of Grantor’s compllance
with the ferms and conditions of this Deed of Trust.

Compliance with Governmentai Requirements. Grantor shall promptly comply, and shal prompﬂy cause compllance

by all agents, tenants or olher persons or entifies of every nature whatsoever who rent, lease or otherwise use or'occupy ™

the Property in any marnner, 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 Dissbilities:

Act. Grantor may contest in good faith any such law, ordinance, or regulation and withhold compliance during any
proceedrng, ingluding apprapnate appeals, so long as Granter has notified Lender in writing prior 1o doing so ‘and so "
long as, in Lender's sole opinion, Lender's interests in the Property are not jeopardized. Lender may raguire Grantor o 7
post adequate security or a surety bond, reasonably satisfactory to Lender, to protect Lender’s interest.

Duty to Prolecl. Grantor agrees neither o abandon or leave unatiended the Property. Grantor shall do all other acls. in
addition to those acts set forth above in this section, which from the character and use of the Property are reasonably
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..nEéeégary to protect and preserve the Property.
TA*ES’ AND LIENS. The following provisions relating to the taxes and liens on the Property are part of this Deed of Trust:

Payment.-. Grantor shall pay when due (and in all events prior to delinquency) all taxes, special taxes, assessments,
charges (including water and sewer), fines and impositions lavied against or on account of the Property, and shall pay
‘when due all glaims for work done on or for services rendered or material furnished to the Properly. Grantor shall
‘maintain the Property free of all liens having pricrity over or equal 1o the interest of Lender under this Deed of Trust,
except for the lienof taxes and assessments not due and except as otherwise provided in this Deed of Trust.

Right to-Contest:. Grantor may withhold paymenl of any tax, assessment, or claim in connection with a good faith
dispute over the obligation to pay, 50 long as Lander's interest in the Property is not jeopardized. If a lien arises or is
filed as.a'resiilt 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 notica of the fling, secure the discharge of the lien, or if requested by Lender, deposit with
Lender cash or a sufficiert corporate surefy bond or other security salisfactory to Lender in an amount sufficient to
discharge the lien plus any costs and altorneys’ 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 befare
enforcement against the-Propedty, Grantor shall name Lender as an addifional obligee under any surety bond furnished
in the contest proceadings. .-

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

Notice of Construction. Grantdr shall:nofify Lender 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 safisfactory-to Lender that Grantor can and will pay the cost of such improvements.
PROPERTY DAMAGE INSURANCE. Fhe __foliqwihg provisions relating to insuring the Property are a part of this Deed of

Trust, .

Maintenance of Insurance. Grantor shall procure and maintain policies of fire insurance with standard extended
coverage endorsemants on a fair value basis for.the:full insurable valug covering all Improvements on the Real Property
in an amount sufficient to avoid appli¢ation.of any eoinsurance clause, and with a standard morigagee clause in favor of
Lender. Grantor shall alsa procure and maintain ¢omprehensive general liability insurance in such coverage amounts as
Lendsr may reques! with Trustee and Leader being named as additional insureds in such liability insurance policies.
Additionally, Grantor shall maintain such other insurance, including but not limited to hazard, business interruption, and
boiler insurance, as Lender may reasanably fequire. .Policies shall be written in form, amounts, coverages and basis
reasonably acceptable to Lender and issued by“a company or companies reasonably acceptable to Lender. Grantor,
upon request of Lender, will deliver to Lender-from time to time the policies or certificates of insurance in form
satisfactory to Lender, including sfipulations that coverages will not be cancelled or diminished without at least ten {10)
days prior written notice to Lender. Each insurgnce policy also shall include an endorsement providing that coverage in
favor of Lender will not be impaired in any way by dny acl, omission or default of Granlor or any other person. Should
the Real Property be located in an area designated by the Direciér of the Federal Emergency Management Agency as a
special fiood hazard area, Grantor agrees to obtain and maintain‘Federal Flood Insurance, if available, within 45 days
after nolice is given by Lender that the Property is located'in.a spetidl flood hazard area, for the full unpaid principal
balance of the loan and any pricr liens on the property securing the loan, up lo the maximum policy limits set under the
National Flood Insurance Program, or as otherwise required by Lender, and to maintain such insurance for the term of
the loan. IR

Application of Proceeds. Grantor shall promptly notify Lerider-6f any loss or damage to the Property. Lender may
make proof of loss if Grantor fails to do so within fifleen (15) days of the casually. Whether or not Lender’s security is
impaired, L.ender may, al 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 Properly, or the restorafion and repair of the
Property. i Lender elects o 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;Upen satisfactory proof of such expenditure,
pay or reimburse Grantor from the proceeds for the reasonable cost-of repair or restoration if Grantor is not in default
under this Deed of Trust. Any proceeds which have nol been disbursed within 180 days after their recelpt and which
Lender has not committed to the repair or restoration of the Property shall’be’used first:to pay any amount owing to
Lender under this Deed of Trust, then to pay accrusd interest, and the ramainder, if any; shall be applied to the principal
balance of the Indebtedness. If Lender holds any proceeds after payment in full of theIndebtedness, such proceeds
shall be paid without interest to Grantor as Grantor’s inlarasis may appear. : S

Grantor’s Reporl on Insurance. Upon request of Lender, however not mare than once a year, Granlor shall furnish to
Lender a report on each existing policy of insurance showing: (1)} the name of the insufer; (2) the risks insured; (3)
the amount of the policy; {4) the property insured, the then current replacement value of such property, and the manner
of determining that value; and (5) the expiration date of the policy. Grantor shall, dpon request of Lender, have an
independent appraiser satisfactory o Lender determine the cash value replacement cost-of the Property.

LENDER’S EXPENDITURES. If any action or proceeding is commenced that would materially affect. Lender’s interest in the
Property or if Grantor fails to comply with any provision of this Deed of Trust or any Related Doguments,:including but rot
limited to Grantor's failure o discharge or pay when due any amounts Grantor is required to discharge or pay under this Deed
of Trust or any Related Documents, Lender on Grantor's behalf may {but shall not be obligated toj-take any-action that Lender
deems appropriate, including but not limited to discharging or paying all taxes, liens, security interests, enciimbrances 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 expanditures incurred or paid by Lender for such purposes will then bear inlerest at the rate charged
under the Note from the date incurred or paid by Lender fo the date of repayment by Grantor. All such expenses will become
a part of the Indebtedness and, at Lender's option, wil {A) be payable on demand; (B) be added ‘o the balance of the
Nota and be apporlioned among and be payable with any installment payments to become due during eithier .{1) ‘the term-of
any applicable insurance policy; or (2) the remalning term of the Note; or (C} be freated as a balloon payment which.will be-
due and payable al the Note's maturity. The Deed of Trust also will secure payment of these amounts. Suchright shall bein *
addition to all other rights and remedies lo which Lender may be entitled upon Default, k S

WARRANTY; DEFENSE OF TITLE. The following provisians retating to ownership of the Property are a part of this 6ge"a:‘o_f
Trust: I
Title. Grantor warrants that: (a) Grantor holds good and marketable title of record to the Property in fee simple, free =~ +
and clear of all liens and encumbrances other than those set forth in the Real Property description or in any fitle-
Insurance policy, title report, or final fitle opinion issued in favor of, and accepted by, Lender in connection with this Deed

of Trust, and (b) Grantor has the fuli 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 tifle to
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¢ the Property against the lawful claims of all persons. |n the event any action or proceeding is commenced that questions

i .:==Grantors title or the interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the action at Grantor's

" expense. Grantor may be the nominal pary in such praceeding, but Lender shall be entifled to participate in the

~“proceeding and to be represented in the proceeding by counsel of Lender's own choice, and Grantor will deliver, or
cause 16°'be delivered, to Lender such instruments as Lender may request from time to fime to permit such participation.

;"compllance With Laws. Grantor warrants that the Property and Grantor's use of the Property complies with all existing
i gpplicable: Iau‘vs ordinances, and regulations of governmental authorities,

"SSurvwaI of'Representations and Warranties. All representations, warranties, and agresments mada by Granter in this
Deed of Trust'shall survive the execution and dslivery of this Dead of Trust, shall be conlinuing in nature, and shall
ramain in Hull force and effect until such time as Grantor's Indebtedness shall be paid in full.

CONDEMNAT ION‘ The follawmg provisions relating to condemnation proceedings are a part of this Deed of Trust:

Proceedings. It .any progeeding in condemnation is filed, Grantor shall promptly notify Lender in writing, and Grantor
shall promptiy taks such steps as may be necessary lo defend the action and oblain the award. Grantor may be the
nominal party in such proceedlng, but Lender shall be entitlied to participate in the proceeding and to be represented in
the proceeding by counsel ofits own choice all at Grantor’s expense, and Grantor will deliver or cause to be delivered to
Lender such® msrruments and documentatlon as may be requested by Lender from fime to fime to permit such
participation. ~

Application of Net Proceeds, If all or any part of the Property is condemned by eminent domain proceedings or by any
proceeding or purchase in-ieu 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 meanthe award after payment of all reasonable costs, expenses, and atterneys’ fees incurred by Trustee
or Lender in connection with, {he condsmnation.

IMPQSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHOQRITIES. The following provisions relating to
governmenial taxes, fees and charges area part of this Peed of Trusk:

Current Taxes, Fees and Charges_ Ypan request by Lender, Grantor shall execute such documents in addition to this
Deed of Trust and lake whatever pther-action is requested by Lender fo perfect and continue Lender’s lien on the Real
Property. Grantor shall reimburse Fender for-all taxes, as described below, together with all expenses incurred in
recording, perfecting or continuing’this.Beed of Trust, including without fimitation all taxes, fees, documentary stamps,
and other charges for recording or reg:stering this Deed of Trust.

Taxes. The following shall constitute taxes: to whrch this section applies: (1) a specific tax upon this type of Deed of
Trust or upon all or any part of the Indebtadriess 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 Trust chargeabla against the Lender or the holder of the Note; and (4) a specific tax
on all or any portion of the Indebtedness or on: payments of principal and interest made by Grantor.

Subsequent Taxes. If any tax to which this section applies is enacted subsequent to the date of this Deed of Trust, this
avent shall have the same effect as an Event of Default, and Lender may exercise any or all of its available remedies for
an Event of Default as provided below unless Grantor either (1). pays the tax before it bacomes delinquent, or (2)
contesls the tax as provided above In the Taxes and Liens sechcn and deposits with Lender cash or a sufficient
corparate surety kond or other security salisfactory to Lender.” -

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

Security Agreement. This instrumant shall constitute a Securlty Agreemenl to the extent any of the Property constitutes
fixtures, and Lender shall have all of the rights of a secured party under the Umform Commercial Code as amended from
time to time.

Security Interest. Upon request by Lender, Grantor shall take whatever acfion is requested by Lender to perfact and
continue Lender's security interest in the Rents and Personal Progerty. in addition to recording this Deed of Trust in the
real praperty records, Lender may, at any time and without further-authorization from Grantor, file executed counterparts,
copies or reproductions of this Desd of Trust as a financing statement. Grantor shall reimburse Lender for all expenses
incurred in perfecting or continuing this secuyrity interest. Upon default, Grantor shall'not remove, sever or detach the
Personal Praperty from the Property. Upon default, Grantar shall assemble’ any Personal Properly not affixed to the
Property in & manner and af a place reasonably convenient to Grantor and Lénder and méks it available to Lender within
three {3) days after receipt of written demand from Lender to the extent permitted by applicable law.

Addresses. The mailing addresses of Grantor (debtor) and Lender (secured party) from which information concerning
the security interest granted by this Deed of Trust may ba obtained {each as reqmred by the Lniform Commercial Code)
are as stated on the first page of this Deed of Trust.

FURTHER ASSURANCES; ATTORNEY=iN-FACT. The following provisions rel_atlng Io further assurances and
attorney-in—fact are a part of this Deed of Trust:

Further Assurances. Al any time, and from time to ¥ime, upon request of Lender, Granior wm frake, execute and
deliver, or will cause to be made, executed or delivered, to Lender or to Lender's designeg, and whén 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 deem appropriale, any and all such morlgages, deeds of trust, security deeds, security
agreements, financing statements, continuation statements, Instruments of further assurancs,: certificates; and other
documents as may, in the sole opinion of Lender, be necessary or desirable in order to effectuate; complele, 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,_‘wh_e_tﬁer now"pwned
or hereafter acqlired by Grantor. Unless prohibited by law or Lender agrees to the contrary in“writing, Grantor. shall
reimburse Lender for all costs and expenses incurred in connection with the matlers referred to in this paragraph E

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 Granior and at Grantor's expense. For such purposes, Granlor hereby irrevocably, appoints Lender.,
as Grantor's attorney-in—fact for the purpose of making, execuling, dslivering, filing, recording, and doing &ll other things
as may be necessary or desirable, in Lender's sole gpinion, to accomplish the matters referred to in the precedmg&_:-'
paragraph.

FULL PERFORMANCE. If Grantor pays all ihe Indebtedness when due, and ofherwise performs al the obligatiois impased -~

upon Grantor under this Deed of Trust, Lender shall execute and detiver to Trustee a request for full reconveyance and shall™ .-
exacute and defiver to Grantor suilable statements of termination of any financing statement on file evidencing Lendgt's,~

security interest in the Rents and the Personal Properly. Any reconveyance fee shall be paid by Grantor, if permitied by
applicable taw. The grantee in any reconveyance may bs described as the "persen or persons legally entitled therete”;.and

the recitals in the reconveyance of any matlers or facts shall be conclusive proof of the fruthfulness of any such matiers or " '
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DEED OF TRUST
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facts

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

:Trust

_Payment Del‘ault Grantor fails to make any payment when due under the Indebtedness.

%-Other Defa_ulls. Grantor fails to comply with or to perform any other term, obligation, covenant or condition contained In
this Deed.-of Trust or in any of the Related Documents or to comply with or to parform any term, ebligation, covenant or
conditign contairied, in any other agreement between Lender and Grantor,

Compliance Defadlt. . Failure to comply with any other term, abligation, covenant or condition contained in this Deed of
Trust, 1ha Note orin' any of the Relaled Documents.

Defauif. on Other ‘Payments. Failure of Grantor within the time required by this Deed of Trust to make any payment for
taxes or insurance, or any other payment necessary fo prevent filing of or to effact discharge of any lien.

False Slatements.: Any warranty, representafion or statement made or furnished to Lender by Grantor or on Grantar'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 mades or furmshed o: becomes false or misleading at any time thereatter.

Defective Coliateralization. Tms Deed of Trust or any of the Related Documents ceases to be in full force and effect
{(including failure of any collaieral document to create a valid and perfected security interast or lien) at any time and for
any reason,

Death oF Insolvency. T'ne dlssnluhon of Grantor's {regardiess of whether election 1o continue is mage), any member
withdraws from the I|m1lad_riab|llty company, or any other termination of Grantor’s existence as a going business or the
death of any member, the:insolvency of Grantor, the appointment of a receiver for any part of Grantor's proparty, any
assignment for the benefit of creditors;-any type of craditor workoul, or the commencement of any proceeding under any
bankruptey or insolvency |&W5 by or agalnsl Grantor

Creditor or Forfeiture Proceedings Cemmencemenl of foreclosure or forfeiture proceedings, whether by judicial
proceeding, self-help, repossessionor any other method, by any creditor of Grantor or by any governmental agency
against any property securing the Indabtedness: “This includes a garnishment of any of Grantor's accounts, including
deposit accounts, with Lender. However, this Event of Default shall nat apply if there is a good faith dispute by Grantor
as to the validity or reasonableness of the claim which is the basis of the creditor or torfeiture proceeding and if Grantor
gives Lender written notice of the craditor of.forfeiture proceeding and deposits with Lender monies or a surety bond for
the creditor or forfeilure proceeding, in an amount determlned by Lender, in its sole discretion, as being an adequate
reserve or bond for the dispute.

Breach of Qther Agreement. Any breach by Grantor under the terms of any other agreement between Grantor and
Lender that Is not remedied within any grape period provided thersin, including without limitation any agreement
concerning any indebtedness or other obligatian of Grantor to Lender, whether existing now or later.

Evenis Affecling Guarantor. Any of the preceding evenis 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 raevokes or disputes the Validity of, or liability under, any Guaranty of the Indebtedness. In the
event of a death, Lender, at its optlon may, but shall not be_réquired to, permit the guarantors estate o assume
unconditionally the obligations arising under the guaranly i a manney sahsfactory to Lender, and, in doing so, cure any
Event of Default.

Adverse Change. A material adverse change occurs in Grantors ﬂnancual condmon or Lender believes the prospect of
payment or performance of the Indebtedness is impaired. ™ —

Insecurity. Lender in good faith believes itself insecure.

Right to Cure. It any default, other than a default in payment is curable and if.Grantor has not been given a natice of a
breach of the same provision of this Desd of Trust within the preceding twelvg (12) months, it may be cured If Grantor,
afler receiving written notice from Lender demanding cure of such:defaull: (1) eures the default within thirty (30) days;
or (2) if the cure requires more than thirty (30) days, immediately initiates ‘steps which Lender deems in Lender's sole
discretion to be sufficient to cure the default and thereafter continues and compleles ali reasonable and necessary steps
sufficient to produce compliance as soon as reasonably practical.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under thls Deed nl Trust, at any time thereafter,
Trustee or Lender may exercise any one or more of the following rights and remedies: s

Election of Remedies. Election by Lender lo pursue any remedy shall not exclude pursunt ot any other remedy, and an
election to make expenditures or to lake action {o perform an obligation of-Grantor under this Deed of Trust, after
Grantor's failure to parform, shall not affect Lender’s right to declare a default and exerclse ils remedies.

Accelerate indebtedness. Lender shall have the right at iis option to declare the ennre Indebtednass immediately due
and payable, including any prepayment penalty which Grantor would be required to pay. :

Foreclosure. With respect lo all or any part of the Real Property, the Trustee shall have the right Io axerclse its power of
sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by ]udlmat iereciosure. 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 aII the nghts and remedles of
a secured party under the Uniform Commercial Code.

Collect Rents. Lender shall have the right, without notice to Grantar to take possession of anci rnanage the Propeﬂy
and collect the Rents, including amounts past due and unpaid, and apply the net proceeds, over.and- aboye Lender's
costs, against the Indebledness In furtherance of this right, Lender may require any tenant or othér user of theProperty
to make payments of rent or use fees directly lo Lender. If tha Renls are collected by Lender, then Grantor irrevocably
designates Lender as Grantor's attorney—in—fact to endorse instruments received in payment theredt jn the name..of
Granlor and to negotiate the same and collect the proceads. Payments by tenants or other users to Lendsr in‘response._
to Lender's demand shall satisty the obligations for which the payments are made, whether or nol any ‘proper grounds
for the demand existed. Lender may exercise its rights under this subparagraph elther in parson, by agent or through a
receiver, ;

Appoint 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 fo protsct and preserve the Property, lo operate the Property preceding or pending fofeclosure™
or sale, and to colisct the Rents from the Property and apply the proceeds, over and above the cost of the reoewersmp,
against the Indebtedness. The receiver may serve without bond if permitted by law. Lender’s right to the appointmenf

of a receiver shall exist whether or not the apparent value of the Property exceads the Indebtedness by a substantial
amount, Employment by Lender shall nol disqualify a person from serving as a receiver.

Tenancy at Sufferance. If Grantor remains in possession of the Property after the Property is sold as provided above or~-'*:"_ o
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i Lenéér otherwise becomes entilled lo possession of the Property upen  defaull of Grantor, Granlor shall become &
_Aenant at sufferance of Lender or the purchaser of the Property and shall, at Lender's oplion, either (1) pay a
* rgasonable rental tor the use of the Property, or (2) vacate the Property immediately upon the demand of Lender.

’ mOthe___r__ Remedles. Trustee or Lender shall have any other right or remedy provided in this Deed of Trust or the Note or
:by law.

: Notice of Sale Lender shall give Grantor reasonable nofice of the fime and place of any public sale of the Personal

" Property ot of the time after which any private sale or other intended disposition of the Persenal Property is to be made.
“Reasonablg notice shall mean nofice given at Ieast ten (10) days before the time of the sale or disposition. Any sale of
the Persena| Pfoperty may be made in conjunction with any sale of the Real Property.

Sale of the Property To the extent permitted by applicable law, Grantor hereby waives any and all rights to have the
Property marshalled:. 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. Lender shall be entitled to bid at any public sale on ali
or any portion of:the Property.

Attorneys’ Fees;. Expenses If Lender inslitutes any suit or action to enforce any of the terms of this Deed of Trust,
Lender shall be-entitled to-recover such sum as the court may adjudge reasonable as altorneys’ fees at trial and upon
any appeal. Whether ‘or not any court action is involved, and to the extent not prohibited by law, all reasonabie
expenses Lender incurs*that in:Lender’s opinion ara necessary at any time for the protection of its interest or the
enforcement of its rights shall become a part of the Indebtedness payable on demand and shall bear interast at the Note
rate from the date of the expenditure until repaid. Expenses covered by this paragraph include, without limitation,
however subject to any limits undéf-applicable law, Lender's attorneys’ fees and Lender’s legal expenses, whether or not
there is a lawsuil, including altorneys' fees and expenses for bankrupley proceedings (including efforts to modify or
vacate any aulomatic stay’or-injunctiors), appeals, and any anticipated post—-judgment collection services, the cost of
searchlng records, obtaining title reports (including foreclosure reports), surveyars' reports, and appraisal fees, title
insurance, and fees for the Trustes, fo the extent permitted by applicable law. Grantor also will pay any court cosls, in
addition to all other sums prov:ded by Iaw

Righis of Trustee. Trustee shall heve aH af the rights and duties of Lender as set forth in this section.

POWERS AND OBLIGATIONS OF TBU§'_I‘EE. The following provisions relating to the powers and obligations of Trustee
{pursuant to Lender's instructions) are'part of this D'e‘ed‘et Trust:

Powers of Trustee. In addition to-all | powers of Trustes arising as a matter of law, Trustee shall have the power to fake
tha following actions with respect to’thé Property upon the written request of Lender and Grantor: {a) join in preparing
and filing a map or plat of the Real Property; including.the dedication of streets or other rights to the public; (b) join in
granting any easernent or creating any restriction on the Real Property; and (c) join in any subordination or other
agreemant affecting this Deed of Trust or the mlerest of Lender under this Deed of Trust.

Obligations to Notify. Trustee shall not be gbllg_ated to notity any other party of a pending sale under any other trust
deed or lien, or of any action or proceeding’in-which Grantor, Lender, or Trustee shall be a party, unless required by
applicable law, or uniess the action or procesding.is brought by Trustee.

Trustee. Trustee shall meet all qualifications required for Trustee under applicable law. In addition to the rights and
remedies set forth above, with respect to all or any part of the Property, the Trustee shall have the right to foreclose by
notice and sale, and Lender shall have the right to foreclose by Judic:ai ferec|osure in gither case in accordance with and
ta the full extent provided by applicabie law.

Successor Trustee. Lender, at Lender's oplion, may. from tlme Io tlme appoint a successor Trustee to any Truslee
appointed under this Deed of Trust by an instrument exeguted and‘acknowledged by Lender and recorded in the office
of the recorder of Skagit County, Stale of Washington. The:irglruiment.shall contain, in addition to all other matters
raquired by state law, the names of the original Lender, Trustes, and-Grantcr, the book and page or the Auditor's File
Number where this Deed of Trust is recorded, and the name and address of the successor trustes, and the instrument
shall ba execuled and acknowledged by Lender or its successors in interest. The successor trustee, without conveyance
of the Property, shall succeed to all the title, power, and duties canferred upon the Trustee in this Deed of Trust and by
applicable law. This procedure for substitution of Trustee shall govern o lhe exclusion of all other pravisions for
substitution.

NOTICES. Subject to applicable law, and except for notice raquired or altewed by Iaw to be given in another manner, any
nofice required fo be given under this Deed of Trust, including without limilalion any-notice.of. default and any notice of sale
shall be glven in wrting, and shall be effective when actually delivered, when actually received by lelefacsimile (unless
otherwise required by law), when deposited with a nationally recognized overnight courier; or, if mailed, whan deposited in
the United States mail, as first class, certified or registered mall postage prepaid, direcled lo'thg-addresses shown near the
beginning of this Deed of Trust. Al copies of nolices of foreclosure from the holder af any leh which has priority over this
Deed of Trust shall be sent to Lender's address, as shown near the beginning of this'Beed of Trust Any party may change ils
address for notices under this Deed of Trust by giving formal written notice to the other parties; specifying that the purpose of
the nofice is to change the party’s address. For nofice purposes, Grantor agrees lo keep Lender, informed at all times of
Granlor's current address. Subject to applicable law, and except for notice required or allowed by-faw.{o be given in another
genr;er, if there is more than cne Grantor, any notice given by Lender to any Grantor § 5 deemed fo be nohce given to all
rantors.

MISCELLANEQUS PROVISIONS. The following miscellaneous provisions are & part of this Deed of Trust

Amendments. This Deed of Trust, together with any Related Documents, constitutes the entnre understandmg and
agreement of the parties as to the matters set forth in this Deed of Trust. No alteration of or 'amendrment.tg this Deed of
Trust shall be effective unless given in writing and signed by the party or parties sought to be: cherged ar bound by the
aiteration or amendment.

Annual Reporis. [f the Properly is used for purposes other than Grantor's residence, Grantor shall'furr_rish to 'L_en.der.
upon request, a cerlified statemant of nel operating incoms received from the Property during Grantor’s previous: fiscal
year in such form and detail as Lender shall require. "Net operaling incoms” shall mean all cash’ recelpts trom lhe
Property less all cash expenditures made in connaection with the operation of the Property. L,

Caption Headings. Caption headings in this Deed of Trust are for convenience purposes only and ara nol to be used lo :::3
interpret or define the provisions of this Deed of Trust.

Merger. There shall ba no merger of the interest or estate created by this Deed of Trust with any other |nlerest or: estate
in the Praperty at any time held by or for the benefit of Lender in any capacity, without the written consent of Lender. " © =

Governing Law. This Deed of Trust will be governed by federal iaw applicable to Lender and, to the extent not -
preempted by federsl law, the laws of the State of Washinglon without regard to lis contlicts oI' law provisions
This Deed of Trust has been accepted by Lender in the State of Washington.

Choice of Venue. If there is a lawsuit, Grantor agrees upon Lender's request to submit to the jurisdiction of the courts of

W
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. .:err_afébm County, State of Washington.

No Waiver by Lender. Lender shall not be deemed lo 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 Lander in exercising any right shall
o"pgf'ate as:a‘waiver of such right or any other right. A waiver by Lender of a provision of this Deed of Trust shall not
sprejudice of constitute a waiver of Lender’s right otherwise to demand strict compliance with that provision or any other
?f-prowsmn 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 tonsent of Lander is required under this Deed of Trust, the granting of such consent by Lender in any instance shall
not-constitute:continuing consent 1o subsequent instances where such consent is required and in all cases such consent
may be granted or withheld in the sole discretion of Lender.

Severability. " If-a court of competent jurisdiction finds any provision of this Deed of Trust to be Hlegal, invalid, or
unenforceable ‘as- to any circumstance, that finding shall not make the offending provision itlegal, invalid, or
unenforceable as to dny. other circumstance. |f feasible, the olfending provision shall be considered modified so that it
becomes legal, valid and enforceable. If the offending provision cannot be so medified, it shall be considered deleted
from this Deed of Trust. Unless otherwise required by law, the illegality, Invalidity, or unen!orceabmty of any provision of
this Deed of Trusl shali nol 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 shall be binding.upon and inure to the bensfit of the parties, their successeors 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 Grantor fromthe obhgatrons of this Deed of Trust or liability under the Indebtedness.

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

Waive Jury. All parties ta lhls Deed or Trust hereby waive the right fo any jury irial in any action, proceeding, or
counterclaim brought by any party agamsl .any other party.

Waiver of Homestead Exempllon “Grantor hereby relsases and waives all rights and benefits of the homestead
exemption laws of the State of Wa_shrqgton as 1o all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The following capitalized words‘and ferms shall have the foliowing meanings when used in this Deed of Trust.
Unless specifically stated to the contrary,:all referances to dollar amounts shall mean amounts in lawful money of the United
States of America. Words and lerms used-in the:singular shall inciude the plural, and the plural shall include the singular, as
the context may require. Words and terms not otherwise defmed in this Dead of Trust shall have the meanings atiributed to
such terms in the Uniform Commercial Code: s

Beneficiary. The word "Baneficiary™ means Horrzon Bank and ils successors and assigns.

Borrower. The word "Borrower™ means Chne Construcllon and Cesign LLC and includes all co-signers and co-makers
signing the Note.

Deed of Trusl. The words "Deed of Trusl" mean trus Deed of Trust ameng Grantor, Lender, and Trustee, and includes
without limitation all assignment and security interést-provisions rglatmg to the Personal Property and Rents.

Default, The word "Default’ means the Default set forth in th_i_S“Dged.__df:I'r_ust in the section titled "Dsfaull”.

Environmental Laws. The words "Environmental Laws"-mean any and all slale, federal and local statutes, regulations
and ordinances relating to the protection of human- hgalth or the environment, including without limitation the
Comprehensive Environmental Response, Compensation, and Liability Act of 1980, as amended, 42 U.S.C. Section
9601, ef seq. ("CERCLA"), the Superfund Amendments and Reauthorization Act of 1986, Pub. L. No. 99-499 ("SARA"),
the Hazardous Materials Transportation Act, 49 U.S.C. Sectién-1801,.6t seq., the Resource Conservation and Recovery
Act, 42 U.S.C. Section 6901, et seq., or other applicable state or federal Iaws rules or regulations adopted pursuant
thereto.

Event of Default. The words "Event of Default” mean any of the euents of defaull set forth in this Deed of Trust in the
events of default section of this Deed of Trust. o

Grantor. The word "Grantor” means Cline Construction and Besign LLC

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

Hazardous Substances. The words "Hazardous Substances” mean matenals 1hat hecause of their quantity,
concentration or physical, chemical or infectious characteristics, may cause or-pose a presen! or potential hazard to
human heaith or the environment when improperly used, treated, stored,dispesed- 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 toxic substances, materials or waste &5 defined by or listed under the
Environmental Laws. The term "Hazardous Substances" also includes, without Irmltahon petroleum and petroleum
by-products or any fraction thereof and asbestos.

Improvements. The word "lmprovements” means all existing and future |mprovements burldlngs struclures mobiie
homes affixed on the Real Property, facilifies, additions, replacements and other consiruction on lhe Real Property.

Indebtedness. The word "Indebtedness” means all principal, interest, and other amgunis, f:osts and expenses payable
under the Note or Related Documents, fogether with all renewals of, extensions of, modifications ‘of, ‘consalidations of
and substitutions for the Note or Related Documents and any amounis expended or advanced by Lender to discharge
Grantor's obligations or expenses incurred by Trustee or Lender to enforce Grantor's obllgat;ons under thrs Deed of
Trust, together with interest on such amounts as provided in this Deed of Trust. N

Lender. The word "Lendar” means Horizon Bark, its successors and assigns.

Note. The word "Note" means the promissory note daled April 14, 2005, in the original prmclpal amount Of
$74,625.00 from Grantor to Lender, together with all renewals of, extensions of, modifications of, refinancings of;..
consglidations of, and substitutions for the promissory note or agreement. The maturity date of this Desd of Trust is May i
1, 2008. :

Personal Property. The words "Personal Property” mean all equipment, fixtures, and other articles of parsonaj property
now or hereafter owned by Granior, and now or hereafler 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 togétherwith™ -
all issues and profits thereon and proceeds {including without limitation all insurance proceeds and refunds of premrums}_.:"
from any sale or other disposition of the Property. P

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 further described in this Deed .+
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R "Related Documents. The words "Related Documents” mean all promissory notes, credit agreements, loan agreements,

-environmental agreements, guaranties, security agreements, morigages, deeds of trust, security deeds, collateral

" muortgages;-and all other instruments, agreements and documents, whether now or hereafter existing, executed in
:'c“:qnheclioh with the Indebtedness.

Rents. The word "Rents" means all present and future rents, revenues, income, issues, royalties, profits, and other
':&beneflts denved from the Property.

Trustes. The word "Trustee” means Westward Financial Services Corporation, whose malling address is 1500 Cornwall
Avenue; Bellin’gham- WA 98225 and any substitute or successor trustess.

GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND GRANTOR
AGREES TO 1¥s TERMS

GRANTOR:

CLINE CONSTRUCTION AND DESIGN LLC

Cline, Membér of Cline Construction and Désign LLC

LIMITED LIABILITY COMPANY ACKNOWLEDGMENT

STATE OF - : ' }
COUNTY OF SS_LKJ \ _‘, __ )

On this l‘SLL day of W . 20 ﬁ , before me, the undersigned

Notary Public, personally appeared John W Cline, Memher of Cline COnstructIon and Desmn LLC, and persenally known
to me or proved to me on the basis of satisfactory evitende to be a of the limited liability company that executed the Deed of
Trust and acknowledged the Deed of Trust o be the free and volunlary act and deed of the limited liability company, by
authority of statute, its articles of organization or its operating agreement, for the uses and purposes therein mentioned, and
on cath stated that he or she is authorized to wmgeed of Trust and in fact executed the Deed of Trust on behalf of

the figite liability comn ny -~ ,K!\U ‘
£ \55'0""@_;_-._ _ '5 e Reﬂdinga&gjﬂ.m%
-~ d o ’ ‘.

y 24 -
Notary Public In and for the State ofﬂm‘ 5“ NOTAR) - ' : My commission expires L/' 140k

REQUEST FORTULL RECONVEYANCE

To: , Trustee

The undersigned is the legal owner and holder of all indebtedness secured by 1his Deed of Trusl You are hereby requested,
upon payment of all sums owing to you, to reconvey without warranty, to the persons entltlad thereto, the right, litle and
interast now held by you under the Deed of Trust. :

Date: B_gp_eficlary:,-=-: ]
S s

LASER PRO Lending, Var. £.25.00.005 Gopr. Farland Financial Sefullons, Inc. 1287, 2003 AT Rights Reservad. - WA SpCFIWINIGFILPLIGOTFG TR-7438
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- DESCRIPTION:
<A I}Ol’don.ef Lots 13, 14 And 15, Block 6, "FIRST PLAT OF SHIP HARBOR," as per plat recorded in
Volume 1 of Plats page 13, records of Skagit County, Washington.

TOGETHER WITH vacated portions of the West ¥ of alley vacated under Ordinance Number 1989, as
would attach thereto by operation of law, being more particularly described as foliows:

Begmmng at ihe Southwest comer of said Block 6;
thence North O°47’44” East along the West line of said Block 6, a distance of 140.43 feet to the true point of

beginning; .

thence North 0°47’ 44” East continuing along the West line of said Block 6 2 distance of 70.00 feet,
thence North 89°47°58” Eist a‘distance of 126.18 feet to the centerline of vacated alley;

thence South 0°47°04™ West along the centerline of vacated alley a distance of 70.00 feet;

thence South 8I°47°50” Wekt a distance of 126.19 feet to the true point of beginning.
(Also known as Lot C of Survey recorded December 29, 1997, under Anditor’s File No. 9712290041 in

Volume 20 of Surveys, page 335, records of Skagit County, Washmgton

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