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FIRST AMERICAN TITLE CO.

ASHIGE- 3
DEED OF TRUST
DATE: May 27, 2005"":_:.
Reference # (if appiic'f_iﬁlé):---374._7:13‘-.(:)\0:5-005—0000 P56780

3776-005-005-0100 P114178 ‘o Additional on page _____
Grantor(s):
1. Johnson, Leonard.

Grantee(s)
1. Horizon Bank e
2. Westward Financial ServiCé__s Corporation, Trustee

Legal Description: LOTS 4 AND 5, BLOCK 5, "BOWMAN'S CENTRAL SHIP HARBOR WATER
FRONT PLAT OF ANACORTES, SKAGIT COUNTY, WASHINGTON"
Additional on page 2

Assessor's Tax Parcel ID#: 3776-005-005-0000 (P56780); 3776-005-005-0100 (P114178)

THIS DEED OF TRUST is dated May 27, 2005,-among Leonard Johnson, whose address is
11925 Marine Drive, Anacories, WA 98221; as’his separate property ("Grantor"); Horizon
Bank, whose mailing address is Cornwall Office, 1500 Cornwall/PO Box 580, Bellingham, WA
98227-0580 (referred to below sometimes as “Lender"-and-sometimes as "Beneficiary"); and
Westward Financial Services Corporation, whose mailing-address is 1500 Cornwall Avenue,
Bellingham, WA 98225 (referred to below as "Trustee"). '
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GONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale, right
of entry and possession and for the benefit of Lender as Beneficiary, all of Grantor's right, title, and interest in and to the
following described reat property, together with all existing or subsequertly erected or atfixed buildings, improvemants and
fixtures; all sasements, rights of way, and appurtenances; all water, water rights and ditch rights {including stock in utilities
with ditch or irrigation rights); and alt 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 Washington: ..

Ldi"S“"’A_,AN_B"‘s,' BLOCK 5, "BOWMAN’S CENTRAL SHIP HARBOR WATER FRONT PLAT
OF ANACORTES, SKAGIT COUNTY, WASHINGTON", ACCORDING TO THE PLAT
RECORDED  IN VOLUME 2 OF PLATS, PAGE 33, RECORDS OF SKAGIT COUNTY,

WASHINGTON .- .

The Real Property or ii"‘a‘;‘faddress is commonly known as 509 4th Street and 509 1/2 4th
Street, Anacortes, ‘WA °~ .98221. The Real Property tax identification number is
3776-005-005-0000 (P55730), 3776-005-005-0100 (P114178)

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

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

PAYMENT AND PERFORMANCE. Excépt as-otherwise provided in this Deed of Trust, Grantor shall pay to Lender all
amounts secured by this Deed of Trust as théy 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 agrees that Grantor's possession and use of the Property
shall be govemed by the following provisions: ¢ e

Possession and Use. Untit the ocourrence 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 o to other limitations on the Property. The:Real Property is not used principally for agricuitural purposes.

Duty to Maintain. Grantor shall maintain the Prop'enjr in good condition and promptly perform all repairs, replacements,
and maintenance necessary o preserve its value, :

Compliance With Environmental Laws. Grantor represents and warrants to Lender that: (1) During the petiod of
Grantor’s ownership of the Property, there has been no‘use, generation, manufacture, storage, treatment, disposal,
release or threatened release of any Hazardous Substanice by any pérson on, under, about or from the Property; (2)
Grantor has no knowledge of, or reason to believe that there has_ been, except as previously disclosed to and
acknowledged by Lender in writing, {2} any breach or violalion of apy Environmental Laws, (b} any use, generation,

manufacture, storags, treatment, disposal, release or threatened releasé of any Hazardous Substance on, under, about
or from the Property by any prior owners or occupants of the Property, or () “any actual or threatened itigation or
claims of any kind by any person relating to such matters; and (3) Excépt as previously disclosed to and acknowledged
by Lender In writing, () neither Grantor nor any tenant, contractor, agent or other authorized user of the Property shall
use, generate, manufacture, store, treat, dispose of or release any Hazardous Substance on, under, about or from the
Property; and {b} any such activity shall be conducted in compliance with-all applicable federal, state, and local laws,

regulations and ordinances, including without limitation all Environmental Laws:” Grantor authorizes Lender and its

agents to enter upon the Property to make such inspections and tests, at Grantor's expense, as Lender may deem
appropriate to determine compliance of the Property with this section of the ' Deed of Trust. Any inspections or tests
mads by Lender shall be for Lender's purposes only and shall not be construed to create any responsibility or liability on

the part of Lender to Grantor or fo any other person. The representations andwarranties contained herein are based on

Grantor’s due diligence in investigafing the Property for Hazardous Substances:Grantor-heraby (1} releases and
waives any future claims against Lender for indemnity or contribution in the event-Grantor becormes liable for cleanup or

other costs under any such laws; and (2) agrees to indernify and hold harmless Lender‘against any and all claims,
losses, liabilities, damages, penalties, and expenses which Lender may directly or indirectly sustain.or suffer resulting
from a breach of this section of the Deed of Trust or as a consequence of any use, generation;” manufacture, storage,
disposal, release or threatened release occurring prior to Grantor's ownership or interestin the Property;:whether or not
the same was or should have besn known to Grantor. The provisions of this section of the Deed of Trust; including the
cbligation to indernnify, shall survive the payment of the Indebtedness and the satisfaction ‘and reconveyarce of the lien

of this Deed of Trust and shall not be affected by Lender's acquisition of any interest in the Property, whether by
foreclosure or otherwise. S T

Nuisance, Waste. Grantor shall not causs, conduct or permit any nuisance nor commit, permit, or'sutfer any stripping of
or waste on or to the Property or any portion of the Property. Without fimiting the generality of the foregoing, Grantor will
not remove, or grant to any other party the right to remove, any timber, minerals (including oil and:gas), ceal, clay,
scoria, soil, gravel or rock products without Lenders prior written consent. S

Removal of Improvements. Grantor shall nof demolish or remove any [mprovements from the Real Propertywnhout
Lender’s prior written consent. As a condition to the removal of any Improvements, Lender may require Grantor to make:
arrangements satisfactory to Lender to replace such Improvemants with Improvements of at least equal value,

Lender's Right to Enter. Lender and Lender's agents and representatives may enter upon the Real Proﬁ'erty al_..a'Ii‘_.. .j;
reasonable times to attend to Lender's interests and to inspect the Real Property for purposes of Grantor's compliance’’
with the terms and conditions of this Deed of Trust.

Compilance with Governmental Requirements. Grantor shall promptly comply, and shall promptly cause compliance & -
by all agents, tenants or other persons or entities of every nature whatsoever who rent, lease or otherwise use or occupy.” .
the Property in any manner, with all laws, ordinances, and regulations, now or hereatter in effect, of all governmental
authorities appticable to the use or occupancy of the Property. Grantor may contest in good faith any such law,”
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

MR
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. riip:e‘r'ty are not jeopardized. Lender may require Grantor to post adsquate security or a surety bond, reasonably
s__atisfaq_tory to Lender, to protect Lender's interest.

-~ Duty to Protect. Grantor agrees neither to abandon or leave unattended the Property. Grantor shall do all other acts, in
additioh 10-those acts set forth above in this section, which from the character and use of the Property are reasonably
ecassary to protect and preserve the Property.

:Construction:Loan. If some or all of the proceeds of the loan creating the Indebtedness are to be usead to ¢onstruct or
complete-tonstruction of any Improvements on the Property, the Improvements shall be completed no later than the

matiirity date of-the:Note (or such earlier date as Lender may reasonably establish) and Grantor shall pay in tull all costs
and expénses in-zonnection with the work. Lender will disburse loan proceeds under such terms and conditions as

Lender may deam reasonably necessary to insure that the interest created by this Deed of Trust shall have priority over
all possible-fiens,, including those of materlal suppliers and workmen. Lender may require, among other things, that

disbursement requests be supported by receipted bills, expense affidavits, waivers of liens, construction progress

reports, and suchyother documentation as Lender may reasonably request.

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lender's option, (A} declare immediately due and payable all
sums secured by this'Deed of Trust.or (B) increase the interest rate provided for in the Note or other document evidencing
the indebledness and impose suchothier conditions as Lender deerns appropriats, upon the sale or transfer, without Lender's
prior written consent, of all orany part of the Real Property, or any interest in the Real Property. A "sale or transfer” means the
conveyance of Real Property or any.right, title or interest in the Real Property; whether legal, beneficial or equitable; whether
voluntary or involuntary; whether by outright sale, deed, instaliment sale contract, land contract, contract for deed, leasehold
interest with a ferm greater-than threa (3) ‘years, lease-option contract, or by sale, assignment, or transfer of any beneficial
interest in or to any land trust holding-itié-to the Real Property, or by any other method of conveyance of an interest in the
Real Property. However, this option shall not be exercised by Lender if such exercise is prohibited by federal law or by
Washington law. i :

TAXES AND LIENS. The foIIoWing.p_m\_risioﬁs? relating to the taxes and liens on the Property are part of this Deed of Trust:

Payment. Grantor shall pay-wher due’(and in all events prior to delinquency) all taxes, special taxes, assessments,
charges (Including water and sewer);fines and impositions levied against or on account of the Property, and shall pay

when due all claims for work doné on' or for services rendered or material fumished to the Property. Grantor shall

maintain the Property free of all liens having prigrity. over or equal to the interest of Lender under this Deed of Trust,
except for the lien of taxes and assesstiients. not due and except as otherwise provided in this Deed of Trust.

Right to Contest. Grantor may withfiold payment of any tax, assessment, or claim in connection with a good faith
dispute over the cbligation to pay, S0 long ‘as Lender's interest in the Property is not jeopardized. If a lien arises or is
filed as a result of nonpayment, Grantor shall within fifteen (15) days after the lien arises or, if a lien is filed, within fifteen
{15) days after Grantor has notice of the filing, sectre.the discharge of the lien, or if requested by Lender, deposit with
Lender cash or a sufficient corporate surety hond .6r 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 the lisn. In any contest, Grantor shali defend itself and Lender and shall satisfy any adverse judgment before
enforcement against the Property. Grantor shall name Lender as an additional abligee under any surety bond fumished

in the contest proceedings. s

Evidence of Payment. Grantor shall upon demand furnish t_0.~-Lb_nder'~- satisfactory evidence of payment of the taxes or
assessments and shall authorize the appropriate governmental official to deliver to Lender at any time a written statemnent
of the taxes and assessments against the Property. A

Notice of Constructlon. Grantor shall notify Lender at:least fifteen (15} days before any work is commenced, any
services are fumished, 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..-Graritor will upen request of Lender furnish to

Lender advance assurances satisfactory 1o Lender that Grantor can and will pay the cost of such improvements.

PROPERTY DAMAGE INSURANCE. The following provisions relating tg' insuring: lﬁ_e Property are a part of this Deed of
Trust. i L

Maintenance of Insurance. Grantor shall procure and maintain".policies-of fire insurance with standard extended
coverage endorsements on a fair value basis for the full insurable valisg coverinig all frmprovements on the Real Property
in an amount sufficient to avoid application of any coinsurance clause, arid with-a standard mortgagee clause in favor of
Lender, together with such other hazard and liability insurance as Lender may:-Teasonably require. 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 stipulations that covetages. will not be cancelled or
diminished without at least ten (10) days prior written notice to Lender. Each inslrance 'policy also shall include an
endorsement providing that coverage in favor of Lender will not be impaired in any"way by any act, omission or default
of Grantor or any other person. Should the Real Property be located in an area desighated by:the Director of the
Federal Emergency Management Agency as a special flood hazard area, Grantor agrees to oblain and maintain Federal
Flood Insurance, if available, within 45 days after notice is given by Lender that the Property is-located in a special flood
hazard area, for the full unpaid principal balance of the loan and any prior liens on the property sacuring the loan, up to

the maximum policy limits set under the National Flood Insurance Program, or as otherwise reéquired by Lender, and to
maintain such insurance for the term of the loan. A F

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to'the Propery,.-Lender may
make proof of loss if Grantor fails to do so within fifteen (15) days of the casualty. Whether:or pot:Lender’s security is
impaired, Lender may, at Lender’s election, receive and retain the proceeds of any insurance and apply the procesds to
the reduction of the Indebtedness, payment of any lien affecting the Property, or the restoration arid .repair-of the
Property. If Lender elects to apply the procesds to restoration and repair, Grantor shall repair or replate the darnaged or
destroyed Improvements in a manner satisfactory to Lender. Lender shall, upon satisfactory proof of such-éxpenditure,
pay or reimburse Grantor from the proceeds for the reasonable cost of repair or restoration if Grantor is not in default
under this Deed of Trust. Any proceeds which have not been disbursed within 180 days after their receipt and-which’
Lender has not committed to the repair or restoration of the Property shall be used first to pay any amdunt owing to <
Lender under this Deed of Trust, then to pay accrued interest, and the remainder, if any, shall be applied to the principal”
balance of the Indebtedness. If Lender holds any proceeds after payment in full of the Indebtedness, such*proceeds .
shall be paid without intarest to Grantor as Grantor's interests may appear. R

LENDER'S EXPENDITURES. If Grantor falls (A) to keep the Property free of all taxes, liens, securify irtergsts,
sncumbrances, and other claims, (B) to provide any required insurance on the Property, or (C) to make repairs to the' = . .#
Property then Lender may do so. If any action or proceeding is commenced that would materially affect Lender's interests i <

the Property, then Lender on Grantor's behalf may, but is not required to, take any action that Lender believes o be-
appropriate to protect Lender's interests. All expenses 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, wil © -==Reoan damand; (B) be added to

.
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" thé Balarice-of the Note and be apportioned among and be payable with any installment payments to become due during
githar (1) “the term of any applicable insurance policy; or (2) the remaining term of the Note; or (C) be treated as a bafloon
payment which will be due and payable at the Note's maturity. The Deed of Trust also will secure payment of these amounts.
The fights pravided for in this paragraph shall be in addition to any other rights or any remedies to which Lender may be

enttitled on-“account.of any default. Any such action by Lender shall not be construed as curing the default so as to bar
Lendgr from any remedy that it otherwise would have had.

WAFi’HANTY; D_EF_ENSE OF TITLE. The following provisions relating to ownership of the Properly are a part of this Deed of
Trust - S

Title.. Grantor-warrants that; {a} Grantor holds good and marketable tite of record to the Property in fee simple, free
and clear of all-liehs and encumbrances other than those set forth in the Real Property description or in any tille
insurance policy, title report, or final title opinion issued in favor of, and accepted by, Lender in connection with this Deed

of Trust;.and (b) Grantor has the full right, power, and authority to execute and dsliver this Deed of Trust to Lender.

Defense of Title. " Subjéct to the exception in the paragraph above, Grantor warrants and will forever defend the title to
the Property againstthe lawful claims of all persons. In the event any action or proceeding is commenced that questions
Grantor's title or the intarest of Trustee or Lender under this Deed of Trust, Grantor shall defend the action at Grantor's
expense. Grantor-may ‘e the nominal party in such proceeding, but Lender shall be entitied to participate in the
proceeding and 40 be represented_in the proceeding by counsel of Lender's own choice, and Grantor will deliver, or
cause to be delivered, to Lender such instruments as Lender may request from time to time to permit such participation.

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

Survival of Promises. All promises, agreements, and statements Grantor has made in this Deed of Trust shall survive
the execution and delivery of this Desd of Trust, shall be continuing in nature and shall remain in full force and effect until
such time as Grantor's Indebtédness is-paid in full.

CONDEMNATION. The following provisions relafing to condemnation proceedings are & part of this Deed of Trust:

Proceedings. If any proceedirig-in ceridemnation is filed, Grantor shall promptly notify Lender in writing, and Grantor
shall promptly take such steps as may bé necessary to defend the action and obtain the award. Grantor may be the
nominal party in such proceeding, but Lender shall be entiled to participate in the proceeding and to be represented in
the proceeding by counsel of its own' choies all at.Grantor's expense, and Grantor will deliver or causs to be delivered to
Lender such instruments and documentation as fnay be requested by Lender from time to time to permit such
participation. KO

Application of Net Proceeds. If all or any part 6f the Property is condemned by eminent domain proceedings or by any
proceeding or purchase in lisu 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 mean the award after payment of all.-reasonable costs, expenses, and attomeys' fees incurred by Trustee
ar Lendsr in connection with the condemnation.”. -

IMPOSITION OF TAXES, FEES AND CHARGES BY G:QVERNMENTAL AUTHORITIES. The following provisions relating to
governmental taxes, fees and charges are a part of this Beed of Trust: .

Current Taxes, Fees and Charges. Upon request by Lender, Grantor-shall execute such documents in addition to this
Deed of Trust and take whatever other action is requested by Lender:to:perfect and continue Lender’s lien on the Real
Property. Grantor shall reimburse Lender for all taxes, as described below, together with all expenses incurred in
recording, perfecting or continuing this Deed of Trust, including without limitation all taxes, fees, documentary stamps,
and other charges for recording or registering this Deed of Trust. s

Taxes. The following shall constitute taxes to which this seétion appliss: "(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) atax on this type of Deed of Trust chargeable against the Lender:or the holder of the Note; and (4} a specific tax
on all or any portion of the Indebtedness or on payments of principal and interest made by Grantor.

Subsequent Taxes. If any tax to which this section applies is enacted subséquent to the date of this Deed of Trust, this

gvent shall have the same effect as an Event of Default, and Lender may. exsrCise any or.all of its available remedies for
an Event of Default as provided below unless Grantor either (1) pays the tax befors.jit‘becomes delinquent, or (2}

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

corporate surety bond or other security satisfactory to Lender, s

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions"-:_ratating to thi:s Deed of Trust as a security
agreement are a part of this Deed of Trust: T : A

Security Agreement. This instrument shall constitute a Security Agreement to the"éxtgnt':'anﬁ' of the Property constitutes
fixtures, and Lender shall have all of the rights of a secured party under the Uniform Commegrcial Codé.as amended from
time to time. P £

Security Interest. Upon request by Lender, Grantor shall take whatever action is requested by Lender 1o perfect and

continue Lender's security interest in the Personal Property. In addition to recording’this. Desd-of Trust in the real
property records, Lender may, at any time and without further authorization from Grantor, file execited counterparts,

copiss or reproductions of this Deed of Frust as a financing statement, Grantor shall reimburse’ Leiider for all expenses
incurred in perfecting or continuing this security interest. Upon default, Grantor shall not remeve, sever-or detach the
Personal Property from the Property. Upen default, Grantor shall assemble any Personal Property not-affixed to the
Property in a manner and at a place reasonably convenient to Grantor and Lender and make it available to'Lender within

three (3) days after receipt of written demand from Lender to the extent permitted by applicable law. A

Addresses, The malling addrasses of Grantor (debtor) and Lender {secured party) from which infdnna'lion. concermng :
the security interest granted by this Deed of Trust may be obtained (each as required by the Uniform Commerciat Code)-.
are as stated on the first page of this Deed of Trust. A

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provisions relating to furher assutancesand..
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 detiverad, to Lender or to Lender's designes, and when requested-by: . -
Lender, cause to be filed, recorded, refited, or rerecordsd, as the case may be, at such times and in such offiées and * -
places as Lender may deem appropriate, any and all such morgages, deeds of frust, security deeds, security.” .
agreements, financing statements, continuation statements, instruments of further assurance, certificates, and other -~
docurnents 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 (91— ——+—=. *
the liens and security interests crested by this Deed of Trust as first and prior liens on the Beaaas— - . : o

T
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' _gr"h_ereafter acquired by Grantor. Unless prehibited by law or Lender agrees to the contrary in writing, Grantor shall
i rgirnbur_se Lender for all costs and expenfses 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 irrevocably appoints Lender
‘as:Grantor's attorney-in-fact for the purpose of making, executing, delivering, filing, recording, and doing all other things
;as may be nécessary or desirable, in Lender's sole opinion, to accomplish the matters referred to in the preceding
‘paragraph.”
FULL-PERFORMANCE. If Grantor pays all the Indebtedness when due, and otherwise performs all the obligations imposed
upon Granter‘under this Deed of Trust, Lender shall execute and deliver to Trustee a request for full reconveyance and shall
execute and defliver.to Grantor suitable statements of termination of any financing statement on file evidencing Lender's
security interest-in-the Rents and the Personal Property. Any reconveyance fese shall be paid by Grantor, if permitted by
applicable law:” The grantee in any reconveyance may be described as the "person or persons legally entitled thereto”, and
the recitals in the recenveyance.of any matters or facts shall be conclusive proof of the truthfulness of any such matters or
facts. P

EVENTS OF DEFA__!__._JL"i'_.,_--Ai ‘l:en&g};fs option, Grantor will be in default under this Deed of Trust if any of the following happen:
Payment Default. Grantor fails fo make any payment when due under the Indebtedness.

Break Other Promises. Grédntor breaks any promise made to Lender or fails to perform promptly at the time and strictly
in the manner provided in.this Deedﬂ_p_f Trust or in any agreement related to this Deed of Trust.

Compliance Defau!t.--j-'?aiiﬂre to go,m_ﬁly with any other term, obligation, covenant or condition contained in this Dsead of
Trust, the Note or in any of the Related Documents.

Default on Other Paymen'ts."' Failure_éf Grantor within the time required by this Deed of Trust to make any payment for
taxes or insurance, or any other paymentnecessary to prevent filing of or fo effect discharge of any lien.

False Statements. Any 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 fumished.

Defective Collateralization. ThisDoed of Trust or any of the Related Documents ceases to be in full force and effect
{including failure of any collateral dogurnent to-create a valid and perfected security interest or lien) at any time and for
any reason. W

Death ar Insclvency. The death of any G"raht':or;uthe insclvency of Grantor, the appointment of a receiver for any part of
Grantor’s property, any assignment for the .benefit of creditors, any type of creditor workout, or the commencement of
any proceading under any bankruptcy or insolvency laws by or against Grantor.

Taking of the Property. Any creditor or goverrimental agency tries to take any of the Property or any other of Grantor's
property in which Lender has a lien. This includes taking of, garnishing of or levying on Grantor's accounts with Lender.
However, if Grantor disputes in good faith whether the claim on which the taking of the Property is based is valid or
reasonable, and if Grantor gives Lender written notice of the claim and furnishes Lender with monies or a surety bond
satisfactory to Lender to satisfy the claim, then this default pravision will not appiy.

Breach of Other Agreement. Any breach by Grantor under the terms of any other agreement between Grantor and
Lender that is not remedied within any grace period provided thetein, including without limitation any agreement
concerning any indebtedness or other obligation of Grantar to‘Lender, whether existing now or later.

Events Affecting Guarantor. Any of the preceding everits ‘occurs’ with respect to any guarantor, endorser, surety, or
accommodation party of any of the Indebtedness or any guardntor, endorser, surety, or accommodation party dies or

becomes incompatent, or revokes or disputes the validity of, of-liability-iinder, any Guaranty of the Indebtedness. In the

avent of a death, Lender, at its option, may, but shall not be required to, permit the guarantor’s estate to assume

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

Event of Default. Do R

Right to Cure. If any default, other than a default in payment is curabie and if Grantor has not been given a notice of a
breach of the same provision of this Deed of Trust within the preceding twelve (12) inonths, it may be cured if Grantor,
after receiving written notice from Lender demanding cure of such defalilt: "(1) . tures-the"default within thirty (30) days;
or {2) if the cure requires more than thirty (30) days, immediately initiates sfeps”which: Lender deems in Lender's sole
discretion to be sufficient to cure the default and thereafter continues and completes all reasonable and necessary steps

sufficient to produce compliance as soon as reasonably practical. i :

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under this-Deed of Trust, at any time thereafter,
Trustee or Lender may exercise any ane or more of the following rights and remedies:....~ " %

Election of Remedies. All of Lender's rights and remedies will be cumulative and may bé exercised alone or together.
An election by Lender 1o choose any one remedy will not bar Lender from using any other remedy: If:Lender decidss to
spend money of to perform any of Grantor's obligations under this Deed of Trust, after Grantor's-failure to do so, that
decision by Lender will not affect Lender's right to declare Grantor in default and to exercise kender's remedies.

Accelerate Indebtedness. Lender shall have the right at its option to declare the entiré'-!ndebtedri’e_ss immediately dus
and payable, including any prepayment penalty which Grantor would be required to pay. TS

Foreclosure. With respect to all or any part of the Real Property, the Trustes shall have the right ‘_t_d*eot_e[c«isé_'ﬁs power of
sale and to foreclose by notice and sale, and Lendsr shall have the right to foreclose by judicial foreclostire,7in either
case in accordance with and to the full extent provided by applicable law. A

UCC Remedies. With respect to all or any part of the Personal Praperty, Lender shall have all thé righfs &nd __rerh'edie_s of
a secured party under the Uniform Commercial Code. T,

Collect Rents. Lender shall have the right, without notice to Grantor to take possession of and manage e Proparty
and collect the Rents, including amounts past dus and unpaid, and apply the net proceeds, over and abiove Lender's
costs, against the Indebtedness. In furtherance of this right, Lender may require any tenant or other userof-the Praperty. .
to make payments of rent or use fees directly to Lender. If the Rerts are collected by Lender, then Granter:irrevocably,
designates Lender as Grantor's attorney-in-fact to endorse instruments received in payment thereof in the'name of: ¢
Grantor and to negotiate the same and collect the proceeds. Payments by tenants or other users to Lender in response

to Lender's demand shall salisfy the obligations for which the payments are made, whether or not any proper.grounds © -~ =
for the demand existed. Lender may exercise its rights under this subparagraph sither in person, by agent, or throughra =~ .~
raceiver. PR s

Appoint Receiver. Lender shall have the right to have a receiver appointed to take possession of all or any part df;t_he' )
Property, with the power to protect and preserve the Property, to operate - ~-=~erhe nreceding or pending foreclosure

o sale, and to collect the Rents from the Property and apply the proceed /m ”{!ﬂiﬁ ﬂﬂ! jﬂﬂﬁjﬁ@iﬁﬂ} _
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; :agalnst the Indebtedness. The receiver may serve without bond if permitted by law. Lender’s right to the appointment
. .of a-feceiver shall exist whether or not the apparent value of the Property exceeds the Indebtedness by a substantial
© " anfiount:-Employment by Lender shall not disqualify a person from serving as a receiver.

¢ Tenanoy at Sufferance. If Grantor remains in possession of the Property after the Property is sold as provided above or
Lendar otherwise becomes entitled to possession of the Property upon default of Grantor, Grantor shall become a
teriant at sufferance of Lender or the purchaser of the Property and shall, at Lender's option, either (1) pay a
reasonable rental for the uss of tha 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 or
bylaw, . :

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 private sale or cther intended disposition of the Personal Property is to be made.
Reasonablé notice shall maan notice given at least ten (10} days before the time of the sale or disposition. Any sale of
the Personal Property may be made in conjunction with any sals of the Real Property.

Sale of the Property. To the: extant permitted by applicable law, Grantor hersby waives any and all rights to have the
Property marshalied..<In exerclsmg 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 sals or by separate sales. Lender shall be entitied to bid at any public sale on all
or any portion of the Property

Attorneys’ Fees; Expenses. if Lender institutes any suit or action to enforce any of the terms of this Deed of Trust,
Lender shall be entitled jo recover-such sum as the court may adjudge reasonable as attorneys’ fees at trial and upon
any appeal. Whether: or.fot- any couft. action is involved, and to the extent not prohibited by law, ail reasonable
expenses Lender incurs that in: ‘Lendér's. opinion are necessary at any time for the protection of its interest or the
enforcement of its rights shall become a part of the Indebtedness payable on demand and shall bear interest at the Note
rate from the date of the éxpenditire-untl repaid. Expenses covered by this paragraph include, without limitation,

however subject 1o any limits under applicable’law, Lenders attorneys’ fees and Lender's legal expensss, whether of not
there is a lawsuit, including attofiieys’ fess and expenses for bankruptcy proceedings (including efforts to modify or
vacats any automatic stay or injunction), appeals, and any anticipated post-judgment collection services, the cost of
searching records, obtaining title reports” (including foreclosure reports), surveyors' reports, and appraisal fees, tiie
insurance, and fees for the Trustes, to'the extent perrnrtted by applicable law. Grantor also will pay any court costs, in
addition to all other sums provided by law. i

Rights of Trustee. Trustee shail have-all of the nghts and duties of Lender as set forth in this section.

POWERS AND OBLIGATIONS OF TRUSTEE.' The following provisions relating to the powers and obligations of Trustee
{pursuant to Lender's instructions) are part of this leed of Trist:-

Powers of Trustee. |n addition to all powers of Trustee arising as a matter of law, Trustee shall have the power to take
the following actions with respect to the Property upon the written request of Lender and Grantor: {a} join in prepanng
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 easement or creating any restriction“on the Real Property; and (g} join in any subordination or other
agreement affecting this Deed of Trust or the interest of Lender under this Deed of Trust,

Obligations to Notify. Trustee shall not be obilgated to notify any other party of a pending sale under any other trust
dead or lien, or of any action or proceeding in which Grantor, Lender, ‘or Trustee shall be a party, unless required by
applicable law, or unless the action or proceeding is brought by Trustee '

Trustee. Trustee shall meet afl 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 Trustese shall have the right to foreclose by
notica and sale, and Lender will have the right to foreclose by ;udmal 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’ tlme appornt a successor Trustee to any Trustee
appointed under this Deed of Trust by an instrument executed and dcknowledged by Lender and recorded in the office
of the recorder of Skagit County, State of Washington. The instrument shall.icontain, in addition to all other matters
required by state law, the names of the original Lender, Trustes, and Grantor;, the book and page or the Auditor's File
Number whare this Deed of Trust is recorded, and the name and address of the successor trustee, and the instrument
shall be executed and acknowledged by Lender or its successors in interést. ' The successior trustee, without conveyance
of the Property, shall succeed to all the title, power, and duties conferred upon‘the Trustee in this Deed of Trust and by
applicable law. This procedure for substitution of Trustee shall govemn to the exclusron of all other provisions for
substitution.

NOTICES. Subject to applicable law, and except for notice required or allowed by law-i0. be glven |n another manner, any

nofice required to be given under this Deed of Trust, including without limitation any hetice‘of default and any notice of sale

shall be given in writing, and shall be effective when actually delivered, when actually recelved by tolefacsimile (unless
otherwise required by law), when deposited with a nationally recognized overnight courier, ‘or;-if mailedWhen deposited in

the United States mail, as first class, certified or registered mail postage prepaid, directed to'the addrésses shown near the
beginning of this Deed of Trust. All copies of natices of foreclosure from the holder of any lien which-has priority over this
Deed of Trust shall be sent to Lender's address, as shown near the beginning of this Deed of- Trust Any person may change
his or her address for notices under this Deed of Trust by giving formal written notice to ‘the other person or persons,

specifying that the purpose of the notice is to change the person’s address. For notice purposes, Grantor agrees to keep
Lender informed at all times of Grantor's current address. Subject to applicable law, and except for: notice_required or
allowed by faw 1o be given in ancther manner, if there is more than one Grantor, any notice given by-Lender to‘any Grantor is
deemed to be notice given to all Grantors. It will be Grantor's responsibility to teli the others of the notice from Lender

MISCELLANEOUS PROVISIONS. The following miscellaneous provisions are a part of this Deed of Triist: .

Amendments. What is written in this Deed of Trust and in the Related Documents is Grantor's entire agreement wnth
Lender concermng the matters covered by this Deed of Trust. To be effective, any change or amendment to-this Deed:
of Trust must be in writing and must be signed by whoever will be bound or obligated by the change or amendment :

Caption Headings. Caption headings in this Deed of Trust are for convenience purpeses cnly and are not. to be used to
interpret or define the provisions of this Deed of Trust.

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

Governing Law. This Deed of Trust will be governed by federal law applicable to Lender and, to the extent not S i
preempted by federal law, the laws of the State of Washington without regard to its conflicts of law provlslons
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 Qourts_oL il

Whatcom County, State of Washington. ST N m Omm “ “ MM“

Skagit County Audltor
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No Waiver by Lender. Grantor understands Lender will not give up any of Lender's rights under this Deed of Trust
‘untéss Lender does so in writing. The fact that Lender detays or omits to exercise any right will not mean that Lender
_has_given-up that right. If Lender does agree in writing to give up one of Lender’s rights, that does not mean Grantor will

not have-to eomply with the other provisions of this Deed of Trust. Grantor also understands that if Lender does consent

to a'request, that does not mean that Grantor will not have to get Lender's consent again if the situation happens again.
iGrantor further understands that just because Lender consents to one or more of Grantor's requests, that does not mean

:Lender will' be required to consent to any of Grantor's future requests. Grantor waives presentment, demand for

‘payment,‘protest, and notice of dishonor.

Severability. .|t a.court finds that any provision of this Deed of Trust is not valid or should not be enforced, that fact by
ftself will not mean that the rest of this Deed of Trust will not be valid or enforced, Therefore, a court will enforce the rest
of the provisioris of-this Deed of Trust even if a provision of this Deed of Trust may be found to be invalid or
unenforceable.

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 bindlng upon and inure to the benefit of the parties, their successors and assigns. If ownership of
the Property becomes vested in a person other than Grantor, Lender, 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 from the.obligations of this Deed of Trust or liability under the indebtedness.

Time s of the Essence. T;irﬁe__ is"of the essence in the performance of this Deed of Trust.

Waive Jury. All parties to t];i__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 Exemption. ‘Grantor hereby releases and waives all rights and benefits of the homestead
exemption laws of the State of Washington as to all Indebtedness securad by this Deed of Trust.

DEFINITIONS. The following wOi_’ds__s_hall have the following meanings when used in this Deed of Trust:
Beneficiary. The word "Beneficiary” rneans Horizon Bank, and its successors and assigns.
Borrower. The word "Borrower" means Leonard Johnson and includes all co-signers and co-makers signing the Note.

Deed of Trust. The words "Deed:of Tru_s_t“. meag.th_ls Deed of Trust among Grantor, Lender, and Trustee, and includes
without limitation all assignment and security interest provisions relating to the Personal Property and Rents.

Environmental Laws. The words "Environmental Laws" mean any and all state, federal and local statutes, regulations
and ordinances relating to the protection. of shuman-health or the environment, including without limitation the
Comprehensive Environmental Response, Compensation; and Liability Act of 1980, as amended, 42 U.S.C. Section
9601, et seg. ("CERCLA"), the Superfund Amendmants and Reauthorization Act of 1988, Pub. L. No. 99-499 ("SARA"),
the Hazardous Materials Transportation Act:49 Ui.8.C. Section 1801, et seq., the Resource Conservation and Recovery
Act, 42 U.5.C. Section 6901, et seq., or other appllcable state or federal laws, rutes, or regulations adopted pursuant
thereto.

Event of Default. The words "Event of Default” 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. i .

Grantor. The word "Grantor* means Leonard Johnson.

Guaranty. The word "Guaranty" means the guaranty 1rom 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 materlals that, because of their quantity,
concentration or physical, chemical or infectious characteristics, may cause or pose a present or potential hazard to
human health or the environment when improperly used, treated, storéd,-disposed of, generated, manufactured,
transported or otherwise handled. The words "Hazardous Substangeés® are ‘used in their very broadest sense and
include without timitation any and all hazardous or toxic substances; materials or waste as defined by or listed under the
Environmental Laws. The term "Hazardous Substances" also |ncludes wnhout limitation, petrcieurn and petroleum
by-products or any fraction thereof and asbestos. : S

Improvements., The word “Improvements” means all existing and future |mprovements buildings, structures, mobile
homes affixed on the Real Property, facilities, additions, replacements and other construcilon on the Real Property.

Indebtedness. The word "Indebtedness" means all principal, interest, and other amounts costs and expenses payable
under the Note or Related Documents, together with all renewals of, extensions of, madifications of, consolidations of
and substitutions for the Note or Related Documents and any amounts expehded or advanced by Lender to discharge
Grantor's obligations or expenses incurred by Trustee or Lender to enforce ‘Grantor's obllgatlons 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 assigns. The words succes‘s;ors or assigns" mean
any person or company that acquires any interest in the Mate.

Note. The word "Note" means the promissory note dated May 27, 2005, in the orlglnal prmclpal amount of
$380,500.00 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 GRANTOH THE NOTE
CONTAINS A VARIABLE INTEREST RATE.

Personal Property. The words "Personal Property" mean all equipment, fixtures, and other artlcles of personed 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 togethigr with
all issues and profits thereon and proceeds (including without limitation all insurance proceeds and refunds ‘of prerruums}

from any sale or other 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 further descrrbevd in thls Deed.n'-&.__
of Trust. <

Related Documents. The words "Related Documents® mean all promissory notes, credit agreements, loar: agreemen_ &
environmental agreements, guaranties, security agreerments, morigages, deeds of trust, security deeds, collateral:
mortgages, and all other instruments, agreements and documents, whether now or hereafter existing, executad ini &

connection with the indebtedness. B
Rents The word “Hents" means all present and future rents, revenues, income, issues, royalties, profits, and other_,--'-

s e o s Py L il .

Trustee. The word "Trustes” means Westward Financial Services
Avenue, Bellingham, WA 98225 and any substitute or successor t

s“ag“ °°unty Auditor
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GRANTOH ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND GRANTOR
AGREESTO ITS JERMS.

GRANTOR:

,John.v.__on'

«L&bna

INDIVIDUAL ACKNOWLEDGMENT

STATE OF l,oﬁ |
COUNTY OF SK%_g_ T )

On this day before me, the unidersigned Notary Public, personally appeared Leonard Johnson, personally known to me or
proved to me on the basis of satisfactory evidence to bs the individual described in and who executed the Deed of Trust, and
acknowledged that he or she signed the Deged of Trust as his or her free and voluntary act and deed, for the uses and
purposes therein mentioned. o

Given under my hand and official s;_'e':-i_ltt_hls o P N day of AR ﬁ'Y o DY

. . B H() .
B \3\-\:\\ PN f <

Notary Public in and for the StMgf ¥
.\ pume /2
ST A e
NS

REQUEST FOH FULL-RECONVEYANCE

To; © = Trustee

The undersigned is the legal owner and holder of all indebtedness secu:'r_ed;by this Deed of Trust. You are hereby requested,
upon payment of all sums owing to you, to reconvey without warranty, 1o, the persons entitled thereto, the right, title and
interest now held by you under the Deed of Trust. A I

Date: Beneficiary:
A _ By:
Its:

Residing at_ TN A CorTES
My commission expires 1 O-€-0%"
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