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DEED OF TRUST

DATE: October 24, 2666

Reference # (if applicable) Additional on page ____
Grantor(s): : Lt

1. Chandler, MarkL

2. Chandler, Sharon E

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

Legal Description: ptn Blk 508, Northem Add To Anac
e . Additional on page 2

Assessor's Tax Parcel [D#: 3809-506-00}0:000 (P99731)

THIS DEED OF TRUST is dated October24, 2006,-among Mark L. Chandler and Sharon E.
Chandler; husband and wife ("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 "Beneficlary") and Westward Financial Services
Corporation, whose maiiing address is 1500 Cornwa]l Avenue, Bellingham, WA 58225
(referred to below as "Trustee"), et .
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CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale, right
of eniry and possession and for the benefit of Lender as Beneficiary, all of Grantor's right, title, and interest in and to the
fatowing desctlhed real property, tagether with all existing or subsequently erected or affixed buildings, improvements and
fixtures; dll easements, rights of way, and appurtenances; all water, water rights and ditch rights (including stock in utilities
with ditch or irrigation rights); and all ather rights, rayalties, and profits relating to the real property, including without limitation

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

of Washmgton- #

The West 74 99 Feat of the East 379.94 feet of Block 506, "NORTHERN PACIFIC
_ADDITION TO ANACOHTES " as per plat recorded in Volume 2 of plats, page 9, records
of Skayit County, Washington;

EXCEPT the South 3__4--jeet thereof;

TOGETHER’iﬁ'_WI""‘I;HXI""... the’ South 34 feet of West 3rd Street vacated under Ordinance No.
2417 as would attach by operation of law.

Situate in the Clty of Anacortes County of Skagit, State of Washington.

The Real Property or: |ts address is commonly known as 3004 W. Third Place, Anacortes,
WA 98221. The Real Property tax identification number is 3809-506-003-0000 (P99731).

Grantor hereby assigns as security Yo Lendet, 4ll of Grantor's right, title, and interest in and to all teases, Rents, and profits of
the Property. This assignment is recerded in accordance with RCW 65.08.070; the lien created by this assignment is intended
to be specific, perfected and choate:upof: the: recmdlng of this Deed of Trust. Lender grants to Grantor a license fo 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 TQ SECURE (A} PAYMENT OF THE INDERTEDNESS AND (B)
PERFORMANCE OF ANY AND ALL OBLIGATIONS UNDER THE NOTE, THE RELATED DOCUMENTS, AND THIS DEED
OF TRUST. THIS DEED OF TRUST 1S GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Except asx_-'ethenvis_e'bro\}ided 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 perferm all ot Grantor's
obligations under the Note, this Deed of Trust, and the-Related Documents.

POSSESSION AND MAINTENANCE OF THE PHOPERTY Grantor agrees that Grantor's pessession and use of the Property
shail be governed by the following provisions:

Possession and Use. Until the occurrence of an Event of Default, Granior may (1) remain in possession and control of
the Property; (2) use, operate or manage the Property; and (3) cgliect the Rents from the Property {this privilege is a
license from Lender to Grantor automatically revoked upon deéfault). “The following provisions relate to the use of the
Property or o other limitations on the Property. The Real Properfy is not uged principally for agricultural purposes.

Duty to Maintain, Grantor shall maintain the Property in guod condltlon end promptly perform all repairs, repfacements,
and maintenance negessary to preserve its value.

Compliance With Environmental Laws. Grantor represents -and warrants to Lender that: {1) During the period of
Grantors ownership of the Property, there has been ne use, generation, manufacture, storage, treatment, disposal,
release or threatened release of any Hazardous Substance by any jperson on, under, about or from the Property; (2)
Granter has no knowledge of, or reason 1o believe that there has been, except as previously disclosed to and
acknowledged by Lender in writing, (a) any breach or violation of any. Environmental Laws, (b) any use, generation,
manufacture, storage, treatment, disposal, release or threatened reledase of any HMazardous Substance on, under, about
or from the Property by any prior owners or occupants of the Property, or . {c) -any actyal or threatened litigation or
claims of any kind by any parson relating to such matters; and (3) Except as préviousl distlosed to and acknowiedged
by Lender in writing, (a) neither Grantor nor any tenant, contractor, agent or cther authorized user of the Property shall
use, generate, manufacture, store, treat, dispose of or release any Hazardous Substance on, under, about or flom the
Property; and (b) any such activity shall be conducted in compliance with all applicable fatleral, state, and local laws,
regulations and ordinances, including without limitation alt Environmental Laws”.. Grantor authonzes Lender and its
agents o enter upon the Property to make such inspections and tests, at Grantor's expense as Lender may desm
appropriate to determing compliance of the Property with this section of the Deed of Traste” Any inspections or tests
made by Lender shall be for Lender's purposes only and shall not be construed to create any respongihility or liability on
the part of Lender to Grantor or to any other person. The representations and warranties contained herem 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 far indemnity or contribution in the event Granter becomes liable for cleanup or
oiher costs under any such laws; and (2) agrees o indemnify and hold harmless Lender.against“any and all ¢laims,
losses, liabilities, damages, penalties, and expenses which Lender may directly or indirectly systaim.or; “suffer resulting
from a breach of this section of the Deed of Trust or as a conseguence of any use, generation, manufacture storage,
disposal, release or threatened release occurring pricr to Grantor's ownership or interest in the Properfy -whather or not
the same was ar should have been known to Grantor. The provisions of this section of the Deed.of Trust; rnciudmg the
cbligation ta indemnify, shall survive the payment of the Indebtedness and the satisfaction and reconviyance of the:lien
of this Deed of Trust and shall not be affected by Lenders acquisition of any interest in the Property whether by
foreclosure or otherwise.

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance nor commit, permit, or suﬁer any s’(rlppmg Qf

or waste on or fo the Property or any porticn of the Property. Without limiting the generaiity of the foregoing;: Grantor, will*

not femove, or grant 1o any other parly the right to remove, any timber, minerals {including ofl and gas),:coal,. glay, .
scorta, soil, gravel or rock products without Lender’s prior written consent. A

Removat of Improvements. Grantor shall not demolish or remove any Improvemenis from the Real Propeﬂy' Withe;,li ;
Lender's prior written consent. As a condition to the removal of any Improvements, Lender may require Grantor to make i
arrangements satisfactory to Lender to replace such Improvements with Improvements of at least equal value.

Lender's Right to Enter. Lender and Lender's agents and represeniatives may enter upon the Real Property at ell'.-'“
reasonable times to attend to Lender's interests and to inspect the Real Property for purposes of Grantor's compllance
with the terms and conditions of this Deed of Trust.

Compliance with Governmental Requirements. Grantor shatt r--—th nomply and shall promptly cause compliance
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¢ byall agents, tenants or other persons or entities of every nature whatsoaver who rent, lease of otherwise use or occupy
¢ ‘the Property in any manner, with all laws, ordinances, and regulations, now or hereafter in effect, of all governmental
authorities-applicable to the use or occupancy of the Property. Grantor may contest in good faith any such law,
<“erdifance;.or-regulation and withhold compliance during any proceeding, including appropriate appeals, so long as
Graptor has'natified Lender in writing prior to doing so and so long as, in Lender's sole opinion, Lender's interests in the
Praperty are:nol jeopardized. Lender may require Grantor to post adequate security or a surety bond, reasonably
satisfactory to l‘ender, to protect Lender's interest.

Duty: to. Protect. .Grantor agrees neither to abandon of leave unattended the Property. Grantor shall do all other acts, in
addition to-those acts: set forth above In this section, which from the character and use of the Property are reasonably
necessary tp-'prqtect-and preserve the Property.

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 Indebtedness and imposeSuch ather conditions as Lender deems appropriate, upon the safe or transfer, without Lendar's
prior written consent, of alt-or any, part of the Real Property, or any interest in the Real Property. A "sale or transfer" means the
conveyance of Real Property.or any.right, title or interest in the Real Property; whather legal, beneficial or equitable; whether
voluntary or involuntary; vihether by dutright sale, deed, installment sale contract, land contract, contract for deed, leasehold
interest with a ferm greater than three (3) years, lease-option contract, or by sale, assignment, or transfer of any beneficial
interest in or to any land trust holdirg tifle to the Real Property, or by any other method of conveyance of an interest in the
Reat Property. Howsver, this option”shall not be exercised by Lender if such exercise is prohibited by federal law or by
Washington law. R

TAXES AND LIENS. The f&l_!ow'i:ng'|5Irqvis'ion§:';elating fo the taxes and liens on the Property are pari of this Deed of Trust:

Payment. Grantor shall pay when dug (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 shail pay
when due all claims for work ‘done on of for:services rendered or material furnished to the Property. Grantor shall
maintain the Property free of-ali'tiens having phiority over or egual to the interest of Lender under this Deed of Trust,
axcept for the lien of taxes and assessments-not due and except as otherwise provided in this Deed of Trust,

Right to Contest. Grantor may w-ithr_]_oid payment of any tax, assessment, or claim in connection with a good faith
dispute over the obligation to pay, ‘so-long ag.Lender’s interest in the Property is not jeopardized. If a lien arises or is

filed as a result of nonpayment, Grantar.-shall withifi fileen (15) days after the lien arises or, if a tien is filed, within fifteen
{15) days after Grantor has notice of the filirig, sécure the discharge of the lien, or if requested by Lender, deposit with
Lender cash or a sufficient corporate surety “bond or other security satisfactory to Lender in an amount sufficient to
discharge the lien plus any costs and attorneys’ fees, op-other charges that could accrue as a result of a foreclosure or
sale under the fien. In any contest, Grantor shall defend itsélf and Lender and shall safisty any adverse judgment before
enforcement against the Property. Grantor ghall nare Lender as an additional obligee under any surety bond furnished

in the contest proceedings. :

Evidence of Payment. Grantor shalt upon deﬁ\an{g furnish to Lender satistactory 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 taxes and assessments against the Property,'__‘ e

Notice of Construction. Grantor shal! notify Lender at least_fiftegn:(15) days before any work is commenced, any
services are furnished, or any materiais are supplied to the Property, if any mechanic’s lien, materiaimen's lien, or other
lien could be asserted on account of the work, services, or materials.’, Grantor will upen request of Lender furish fo
Lender advance assurances satisfactory to Lender that Granter can and'will pay the cost of such improvements.

PROPERTY DAMAGE INSURANCE. The following provisioné:*':fe?aging,.16_jriéuring the Propesty are a part of this Deed of
Trust,

Maintenance of Insurance. Grantor shall procure and maintain policie$ of-fire insurance with standard extended
coverage endorsements on a replacement basis for the full insurable:'value cgvering all Improvements on the Real
Property in an amount sufficient to avoid application of any coinsurance.clause, and with a standard morigagee clause in
favor of Lender, together with such other hazard and liability insurance as Lender may reasonably require. Policies shall
be written in form, amounts, coverages and basis reasonably acceptable to l:ender 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 stipulatioris that coverages will not be
cancelled or diminished without at least ten {10) days prior writen notice to Lender. Eatch:insurance policy also shall
include an endorsement providing that coverage in favor of Lender will not be impaired in any way by any act, omission

or default of Grantor or any cther person. Should the Real Praperty be located in an ared-designated by the Director of
the Federal Emergency Management Agency as a special flood hazard ared, Grantor agress fo obtain and maintain
Federal Flood Insurance, if available, within 45 days after notice is given by Eendef .that the Property is located in a
special flood hazard area, for the full unpaid principal balance of the lvan and any prior ligngon the property securing

the Joan, up to the maximum policy limits set under the Nationat Flood Insurance Progréam, or as otherwise required by
Lender, and to maintain such insurance for the term of the loan. s

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage-fo thé Ptoperty. Lender may
make procf of loss if Grantor fails to do so within fifteen (15) days of the casualty. Whether ornot bender's security is
impaired, Lender may, af Lender's election, receive and retain the proceeds of any insurance and apply‘the proceeds to
the reduction of the Indebtedness, payment of any lien affecting the Property, or the restoration”and repair of the
Property. If Lender elects to apply the proceeds to restoration and repair, Grantor shall repair or replece the.ddmaged or
destroyed Improvements in a manner satisfactory to Lender. Lender shall, upon satisfactory proot:of suth expenditure,
pay or reimburse Grantor from the proceeds for the reasonable cost of repair or restoration if Grantor.i8 not.in default
under this Deed of Trust. Any proceeds which have not been disbursed within 180 days after their recéipt'and which
Lender has not committed to the repair or restoration of the Property shall be used first to pay any amount ewing 1o
lLender under this Deed of Trust, then 1o pay accrued interest, and the remainder, if any, shali be applied to the principal.
batance of the Indebtedness. 1t Lender holds any proceeds after payment in full of the Indebtedness, such.proceeds ™
shall be paid without interest to Grantor as Grantor’s interests may appear. Loty

LENDER'S EXPENDITURES. If Grantor fails (A) to keep the Property free of all taxes, liens, seeurity intérests;’ *.
encumbrances, and other claims, (B} to provide any required insurance on the Property, or (C) to make repaits to the' | -
Property then Lender may do so. If any action or proceeding is commenced that would materially affect Lender's inferests’in.~
the Properly, then Lender on Grantor's behalf may, but is not required to, take any action that Lender believes.4o ba .
appropriate to protect Lender’s interests, All expenses incurred or paid by Lender for such purposes will then bear interest ats ¢ .
the rate charged under the INate from the date incurred or paid by tender to the date of repayment by Grantor, AW such .7
expenses will become a part of the Indebtedness and, at Lender's option, will (A) be payable on demand; (B) be added tg ©* .
the balance of the Note and be apportioned among and be payable with any installment payments 1o become due during .~

sither (1} the term of any applicable insurance policy; or (2) the remaining term of the Nete; or (C} be freated as a ballooh’
payment which will be due and payable at the Note’s maturity. Tk = -~ ~f Trust also will secure payment of these amounts,
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The rlghts [provided for in this paragragh shall be in addition to any other rights or any remedies to which Lender may be
entifled on account of any default. Any such action by Lender shall not be construed as curing the default so as to bar
Lender from any-remedy that it otherwise would have had.

WARRANTY, DEFENSE OF TITLE. The following provisions relating to ownership cf the Property are a pant of this Deed of
Trust:” 7 .

Title. Gran!or warrants that: (a) Grantor holds good and marketable title of record to the Property in fee simple, free
and- clearof all ligns and encumbrances other than those set forth in the Real Property description or in any title
insyranice policy, fitle-report, ar final title opinion issued in favor of, and accepted by, Lender in connection with this Deed
of Trustyand {f) Grartor has the full right, power, and authority to execute and geliver this Deed of Trust 10 Lender.

Defense of Tnle Sub]ect to the exception in the paragraph above, Grantor warrants and will forever defend the fitle to
the Property’ agamst theJawiul claims of all persons. In the event any action or proceeding is commenced that questions
Granior's-litie or the intere5t of Trustee or Lender under this Deed of Trust, Grantor shall defend the action at Granfor’s
expense. Grantor may be the nominal party in such proceeding, but Lender shall be entitied to participate in the
proceeding and to be fepresented in the proceeding by counsel of Lenders own choice, and Grantor will deliver, or
cause to be dehvered 1o Lender such instruments as Lender may request from time 1o time to permit such participation.

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

Survival of Promises. Al premlses agreemaents, and statements Grantor has made in this Deed of Trust shall survive
the execution and delivery of this-Deed of Trust, shall be continuing in nature and shall remain in tull force and eftect until
such time as Grantor's lndebtedness is. pald in full,

CONDEMNATION. The followmg provisions telating to condemnation proceedings are a part of this Deed of Trust:

Proceedings. 1 any proceedmg in condémnation is filed, Grantor shall promptly nictify Lender in writing, and Grantor
shall promptly take such steps-ag may be necessary to defend the action and obtain the award. Grantor may be the
nominal party in such proceeding, but Lender.shall be entitied to participate in the proceeding and to be represented in
the proceading by counsel of its own choice all at Grantor's expense, and Grantor will deliver or cause to be delivered to
Lender such instruments and documentatlon as, may be requested by Lender from time to time to permit such
participation. o :

Application of Net Proceeds. If aII or’ any part of he Property is condemned by eminent domain proceedings or by any
proceeding or purchase in hieu of condefrnation, L'ender may at its election require that all or any portion of the net

proceeds of the award be applied to the Indébledness 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 atiorneys’ fees incurred by Trustee
or Lender in connection with the condernnatlen

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

Current Taxes, Fees and Charges. Upon reguest by Lender, Grantor shall execute such documents in addition to this
Deed of Trust and take whatever cther action is reguested by Lender, to perfect and continue Lender's lien on the Real
Property. Grantor shall reimburse Lender for all fakes, as desciibéd below, together with all expenses incurred In
recording, perfecting or continuing this Deed of Trust, including- wlthout Iumltauon all taxes, fees, documentary stamps,

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

Taxes. The following shall constitute taxes to which this -_sec_;tlon alp;:)!ies:E (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 o the-ifidebtedness secured by this type of Deed of Trust;
(3} a tax on this type of Deed of Trust chargeable against the tendet orthe holder of the Note; and (4) a specific tax
on all or any portion of the Indebtedness or on payments of principal and intérest made by Grantor.

Subsequent Taxes. If any tax to which this section applies is enactéd subsequent 1o the date of this Deed of Trust, this

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

contasts the tax as provided above in the Taxes and Liens section. and deposuts wnth Lender cash or a sufficient

corporate suraty bond or other security satisfactory 2 Lender,

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions relatlng to thls Deed of Trust as a security
agreement are a part of this Deed of Trust:

Security Agreement. This instrument shall constitute a Security Agreement te lhe extent any of the Property constitutes
fixtures, and Lender shall have all of the rights of a secured party under the Unlform Commermai Code as amended from
iime to time,

Security Interest. Upon request by Lender, Grantor shall take whatever aclion is reqﬂ'ested by Lender to perfect and
continue Lenders security interest in the Personal Property. In addition to recording :this Deed ofTrust in the real
property records, Lender may, at any time and without further authorization from Grantpr, file‘exeCuted counterparts,
copies or reproductions of this Deed of Trust as a financing statement. Grantor shall reimburse Lender for, all expenses
incurred in perfecting of continuing this security interest. Upon default, Grantor shall notremcve, sever of detach the
Personal Property from the Property. Upon default, Grantor shall assemble any Personal Property:. nof affixed o the
Property in a manner and at a ptace reasenably convenient to Grantor and Lender and make it.available 10 Lender within
three {3} days after receipt of written demand from Lender to the extent permitted by applicable I

Addresses. The mailing addresses of Grantor {debtor) and Lender (secured party) from which |nformalton.concermng
the security interest granted by this Deed of Trust may be obtained (each as required by the Uniform’ Commercla! Code]
are as stated on the first page of this Deed of Trust.

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The f{ollowing provisions relaling to further "'assur'a ce_s and.:_
attorney-in-fact are a part of this Deed of Trust: .

Further Assurances. At any time, and from time to time, upon request of Lender, Grantor will make execute and
deliver, or will cause 10 be made, executed or delivered, io Lender or 1o Lender's designes, and when sequested by, |
Lender, cause to be filed, recorded, refiled, or rerecorded, as the case may be, at such times and in such ‘offices and .+ :
plages as Lender may deem appropriate, any and all such morgages, deeds of trust, security deeds; security - :
agreements, financing statements, continuation statements, instruments of further assurance, cerificates, and other
documents as may, in the sole opinion of Lender, be nacessary or desirable in order to effectuate, complete, petfect; © -
continue, or preserve (1) Grantor's obligations under the Note, this Deed of Trust, and the Related Documents, and {&) . .
the liens and security interests created by this Deed of Trust as first and prior liens on the Property, whether now cwned -~
or hereafter acquired 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 matters referred to in this paragraph. '
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: A orney-rn -Fact. If Grantor fails 1o do any of the things referred to in the preceding paragraph, Lender may do so for
¢ /-ang-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 ay-be necessary or desirable, in Lender's scle opinion, to accomplish the matters referred to in the preceding
paragraph

FULL PERFOHMANCE It Grantor pays all the Indebtedness when due, and ctherwise performs all the obligations imposed
upon Gtantor under’this Deed of Trust, Lender shall execute and deliver fo Trustee a request for fulf reconveyance and shall
axecute and delivér fo-'Grantor suitable statements of termination of any financing statement on file evidencing Lender's
security“interest in thi Rents and the Personal Property. Any reconveyance fee shall be paid by Grantor, if permrtted 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. -

EVENTS OF DEFAULT Al Lender s optian, Grantor will be in default under this Deed of Trust if any of the following happen:
Payment Default. Grantor Earls to make any payment when due under the Indebiedness.

Break Other Promlses Grantor breaks any promise made to Lender or fails to perform promptly at the time and striclly
in the manner provided i thls Desd of Trust or in any agreement related to this Deed of Trust.

Compliance Default. Farlure to comply with any other term, obligation, covenant or condition contained in this Deed of
Trust, the Note or in any of the Re|ated Documents.

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

False Statements. Any representatron or statement made or fumished to Lender by Grantor or on Grantor's behalt
under this Deed of Trust or. the Related. Documents is false or misleading in any material respect, either now or at the
time made or furnished. ’ :

Defective Collateralization. Thrs Deed of Trust or any of the Related Documents ceases to be in full force and effect
{including faiture of any collateral document to create a valid and perfected security interest or lien) at any time and for
any reason. LT

Death or Insolvency. The death of any Grantor the insolvency of Grantor, the appointment of a receiver for any part of
Grantor's property, any assignment for the benefit of creditors, any type of crediter workout, or the commencement of
any proceeding under any bankrupicy of |neolvency laws by or against Grantor.

Taking of the Property. Any creditor or governmental agency tries to take any of the Property or any other of Grantor's
property in which Lender has a lien. This in¢ludes 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-notite of the claim and fumishes Lender with monies or a surety bond
satisfactory to Lender to satisfy the claim, then this default provision will not apply.

Breach of Other Agreement. Any breach by Gr_a:r'ttor under the terms of any other agreement between Grantor and
Lender that is not remedied within any grace perigd provided therein. including without limitation any agreement
concerning any indebtedness or other obligation of Grantor to Lend‘er whether existing now or later.

Events Affecting Guarantor. Any of the preceding events: .bocurs 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 incompetent, or revokes or disputes the validity of, &r liability inder, any Guaranty of the Indebtedness. In the

event of a death, Lender, at its optron may, but shall nét be requlred to, permit the guarantor's estate to assume

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

Event of Default, K

Right to Cure. f any default, other than a default in payment is curable and if Grantor has not been given a notice of a
breach of the same provision of this Deed of Trust within the preceding twelve (12} months, it may be cured if Grantor,

after receiving written notice from Lender demanding cure of such default: (1) -cures the default within thrrty {30) days:

or (2} if the cure requires more than thirty (30) days, immediatety ifitiates steps’ which Lender deems in Lender's sole
discretion to be sufficient to cure the default and thersafter continues and completee all 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 1h|s Deed of Trust at any time thereafter,
Trustee or Lender may exercise any one or mare of the following rights and rernedres ;

Election of Remedies. All of Lender's rights and remedies wil be cumulative:and may be’ exerclsed alone or together.
An election by Lender to choose any one remedy will not bar Lender from using any other rerhedy. If Lender decides to
spend mongey or to perform any of Grantor's obligations under this Deed of Trust, ‘After Grantor's failure 10 do so, that
decision by Lender will not affect Lender’s right to declare Grantor in default and to exercrse Lender's remedies.

Accelerate Indebtedness. Lender shall have the right at its option to declare the entire: Indebtedness |mmed|ately due
and payable, including any prepaymsant penalty which Grantar would be required to pay i

Foreclosure. With respect to all or any part of the Real Propenty, the Trustee shall have the right to exerclse its power of
sale and to foreckose by notice and sale, and Lender shall have the right to foreclose by Judrcral foreclosure in gither
case in accordance with and to the full extent provided by applicable law.

UCC Remedies. With respect to all or any part of the Persenal Property, Lender shall have aII the rrghts and remedles of
a secured party under the Uniform Commercial Code,

Collect Rents. Lender shall have the right, without notice to Grantor 1o take possession of and’ manage the Property

and cellect the Rents, including amounits past dug and unpaid, and apply the net proceeds, over and above.Lepder's
costs, against the Indebtedness. In furtherance of this right, Lender may require any tenant or other uger of-the Property,

to make payments of rent or use fees directly to Lender. If the Rents are collected by Lender, then Grantor’ lrrevocably
designates Lender as Grantor's attorngy-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 shail satisfy the obligations for which the payments are made, whether or not any proper.grounds®
for the demand existed. Lender may exercise its rights under this subparagraph either in person, by agent, of. through ar
receiver.

Appoint Receiver. Lender shall have the right to have a receiver appointed to take possession of all or any part:-of th_é e
Property, with the power 1o protect and preserve the Property, to operate the Property preceding or pending foreclosure /.
or sale, and to collect the Rents from the Property and apply the proceeds, over and above the cost of the receivership, .
against the Indebtedness, The receiver may serve without bond if permitied by law. Lender’s right to the appointment
of a receiver shall exist whether or not the apparent value of the Property exceeds the Indebtedness by a substantil
amount. Employment by Lender shall not disqualify a person from serving as a receiver.
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. ‘Teriancy at Sufferance. If Grantor remains in possession of the Property after the Property is sold as provided above of

¢ ;Lender otherwise becomes entitied to possession of the Property upon default of Grantor, Grantor shall become a

tenant-at-sufferance of Lender or the purchaser of the Property and shall, at Lenders option, either (1} pay a
-‘reagonable réntal for the use of the Property, or (2) vacate the Property immediately upon the demand of Lender.

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

Notice of Sale. Lender shall give Grantor reasonable notice of the time and place of any public sale of the Personai
Propérty or of the'time after which any private sale or other intended disposition of the Personal Property is to be made.
Reasonable notice shall mean notice given at ieast ten (10) days before the time of the sale or disposition. Any sale of
the Persanat Property, 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 sepiarately, in one sale or by separate sales. Lender shalt be entitled to bid at any public sale on all
or any portion of the-Property. .,

Attorneys' Fees: Expenises.- [f Lender inslitutes any suit or action to enforce any of the terms of this Deed of Trust,
Lender shall be ‘antitled*to"racover. such sum as the court may adjudge reasonable as attorneys’ fzes at trial and upon

any appeal. \Whether or"not.any:court action is involved, and to the extent not prohibited by law, all reasonable

expenses Lender incurs that in“Lender'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 Notg

rate from the date of tfie expenditure until repaid. Expenses covered by this paragraph include, without limitation,

however subject to any limits undet applicable law, Lender’s attorneys’ fees and Lender's legal expenses, whether or not
there is a lawsuit, including’ atiomeys’ tees and expenses for bankruptcy proceedings (including efiorts to modify or

vacate any automatic stay or:injunction}, appeals, and any anticipated post-judgment collection services, the cost of

searching records, eblaining titte reports” (ineluding foreclosure reports), surveyors' reports, and appraisal fees, title
insurance, and fees for the Trusies; o the-axtent permitted by applicable law, Grantor also will pay any court casts, in
addition to all other sums provided.by law.

Rights of Trustee. Trustee shall hgvé_gll"éf the rights and duties of Lender as set forth in this section.

POWERS AND DBLIGATIONS OF TﬁUSTEEi.. --'Thé:.goil'owing provisions relating 1o the powers and obligations of Trustee
{pursuant to Lender’s instructions) are part ¢f this Deed of Trust:

Powers of Trustee. in addition to all powers ‘of Triistes arising as a matter of law, Trustee shall have the power to take
the following actions with respect fo the 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 easement or creating any restriction.on the Real Property; and (c} join in any subordination or other
agreement affecting this Deed of Trust or the intgrest of Lender under this Deed of Trust.

Ohligations to Notify. Trustee shall not be obligai_ed to notify any other party of a pending sale under any other trust
deed or lien, or of any action or proceeding in which Grantor, Lender, ar Trustee shall be a party, unless required by
applicable law, or unless the acfion or proceeding is brought by Trustee.

Trustee. Trustee shall meet all qualifications required for Trusteg 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 foreciose by
notice and sale, and Lender will have the right to foreclose by judicial fore¢losure, in either case in accordance with and
fo the full extent provided by applicable law. . S

Successor Trustee. Lender, at Lendar's option, may from time fo fimé appoint a successor Trustee 1o any Trustee
appointed under this Deed of Trust by an instrument executed and acknowledged by Lender and recorded in the office
of the recorder of Skagit County, State of Washington. The instriment shall contain, in addition to all other matters
required by state law, the names of the original Lender, Trustee, and’ Gréntor, 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 trustee, and the instrument
shall be executed and acknowledged by Lender or its successors in interest. Thg successor trustes, without conveyance
of the Property, shail succeed 1o all the fitle, power, and duties conferred upon:the Trustee in this Dieed of Trust and by
applicable law. This procedure for substitution of Trustee shall govern-to the exclusion of all other provisions for
substitution. :

NOTICES. Subject to applicable law, and except for notice required or allowed by daw'io be given in another manner, any

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

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

the United States mall, as first class, certified or registered mail postage prepaid, directed to the‘addresses shown near the
beginning of this Deed of Trust. All copigs of notices of foreclosure from the holder of @ny ligh which has priority over this
Deed of Trus! 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 tosthe other”petson or persons,
specifying that the purpose of the notice is 1o change the person’s address. For notice purposes,. Grantor agrees to keep
Lender informed at all fimes of Grantor's curent address. Subject to applicable law, and except, for notice required or
allowed by law to be given in another 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, |t will be Grantor's responsibility to tell the others of the notice from Lender.

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

Amendments. What is written in this Deed of Trust and in the Related Documents is Gnranttiu'r’s_'_.= "iénfi'ré”;égreémént with
Lender concerning the matters covered by this Deed of Trust, To bae effective, any change or amendmant to-this Beed
of Trust must be in writing and must be signed by whoever will be bound or obligated by the change or arendment. .

Caption Headings, Caption headings in this Deed of Trust are for convenience purposes only and ai;e_..n'é)t to be Lsed If‘q
interpret or define the provisions of this Deed of Trust, S

Merger. There shall be no merger of the interest or estate created by this Deed of Trust with any cther i'n_te‘rest or estaté
in the Property at any time held by or for the benefit of Lender in any capacity, without the written consent of Lender..” i

Governing Law. This Deed of Trust will be governed by federal law applicable to Lender and, to the é-xtent_ not E
preempted by federal law, the laws of the State of Washington without regard to its conflicts of law provisions, .
This Deed of Trust has been accepted by Lender in the State of Washington.

Choice of Venue. |f there is a lawsuit, Grantor agrees upen Lender's request 1o submit to the jurisdiction of the c(')ij.rts of ;
Skagit County, State of Washington, i

Joint and Several Liability. All obligations of Grantor under this Deed of Trust shall be joint and several, and'alls
references to Grantor shall mean each and every Grantor. This means that each Grantor signing below is responsible for
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i No Walver by Lender. Grantor understands Lender will nat give up any of Landet’s rights under this Deed of Trust
 /.inless Lender does so in writing. The fact that Lender delays or omits to exercise any right will not mean that Lender
has giverrup that right. If Lender does agree in wiiting to give up ane of Lender's rights, that does not mean Grantor wil
<"nat-have to, cemply with the other provisions of this Deed of Trust. Grantor also understands that if Lender does consent
1o’ a request; that does not mean that Grantor will not have to get Lender's consent again if the situation happens again.
Grantor furthér undarstands that just because Lender consents [0 one or more of Grantor's requests, that does not mean
Lender will befrequired to consent to any of Grantors future requests. Grantor waives presentment, demand for
payment protest and notice of dishonor.

Severablllty IFa gourt finds that any provision of this Deed of Trust is not valid or should not be enferced, that fact by
itself will not.mean thatthe rest of this Deed of Trust will not be valid or enforced. Therefore, a court will enforce the rest
of the previsions, of this Deed of Trust even if a provision of this Deed of Trust may be found to be invalid or
unenforceable

Successors and” Asslgns . Subiject to any limitations stated in this Deed of Trust on fransfer of Grantor's interest, this
Deed of Trust shall be'binding upan and inure 1o the benefit of the parties, their successors and assigns. If ownership of
the Property becomies vested in a person other than Grantar, Lender, without notice to Grantor, may deal with Grantor's
successors with-reférente to-this Deed of Trust and the Indebtedness by way of forbearance or extension without
releasing Grantot.from the obhgattons of this Deed of Trust or liability under the Indebtedness.

Time is of the Essence. T|me |s of the essence in the performance of this Deed of Trust.

Waive Jury. Al parties 1o this Deed of Trust hereby waive the right to any jury trial in any action, proceeding, or
counterclaim brought: by any, party agalnst any cther party.

Waiver of Homestead Exemption Grantor hereby releases and waives all rights and benefits of the homestead
exemption taws of the State of Washingten as to all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The following words shall have the following meanings when used in this Deed of Trust:
Beneficiary. The word "Benéﬁci_:_a'r'yt':;.meen'e__Hérizon Bank, and its successors and assigns.

Borrower. The word "Borrower" rn__earis_.-:!&}iark L. Chandler and Sharon E. Chandler and includes all co-signers and
co-makers signing the Note and all fheir-successors-and assigns.

Deed of Trust. The words "Deed of Trust” meanithi§ Deed of Trust among Grantor, Lender, and Trustee, and includes
without fimitation all assignment and security interestiprovisions relating to the Personal Property and Rents.

Environmental Laws. The words "Environimental Laws” mean any and afl state, federal and local statutes, regulations
and ordinances relating to the protection of .human<health or the environment, including without limitation the
Comprehensive Environmental Response, Cormpensation; and Liahility Act of 1980, as amended, 42 U.S.C. Section
9501, et seq. ("CERCLA", the Superfund Améndmients and Reauthorization Act of 1986, Pub. L. No. 99-489 ("BARA"),
the Hazardous Materials Transporation Act, 49-U.S:C. Section 1801, et seq., the Resource Conservation and Recovery
Act, 42 U.S.C. Section 6901, et seq., or other appllcable state or federal laws, rules, 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.

Grantor. The word "Grantor" means Mark L. Chandler and Sharcm E Chandler

Guaranty. The word "Guaranty" means the guaranty frony guarantqr 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 materials ihat, because of their quantlty,
concentration or physical, chemical or infectious characteristics; fiay €ause or ‘pose a present or potential hazard to
human health or the environment when improperly used, reaied, 'siofed, dispesed of, generated, manufaciured,
transported or otherwise handled. The words "Hazardous Substances® are usetl in their very broadest sense and
include without limitation any and ail hazardous or toxic substances, materials or waste as defined by or listed under the
Environmental Laws. The term 'Hazardous Substances’ also mc[udes w-.thoul limitation, petroleum and petroleum
by-products or any fraction thereof and asbestos. -

Improvements. The word "Improvements” means afl existing and future mprovements ‘buildings, structures, mobile
homes affixed on the Real Property, facilities, additions, replacements and other constructlan on the Real Property.

Indebtedness. The word "Indebtedness” means all principal, interest, and other amounts; epsts and expenses payable
under the Note or Related Documents, together with ail renewals of, extensiona of, medifications of, consolidations of
and substitutions for the Note or Related Documents and any amounts expended ‘oradvanged by Lender to discharge
Grantor's obligations or expenses incurred by Trustee or Lender to enforce Grantor's obhganons 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' succe_s'sorsor assigns” mean
any person or company that acquires any interest in the Note.

Note. The word "Note’ means the promissory note dated October 24, 2006, in the orlgma! prmclpal amount
of $250,000,00 from Grantor o Lender, together with all renewals of, extensions of, rnDd|f|catlc>ns of, reﬂnancmgs of,
consolidations of, and substitutions for the promissory note or agreement. . K

Personal Property. The words "Personal Property" mean all equipment, fixtures, and other amc?es of personal property
now of 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;-andtogether-with
all issues and profits thereon and proceeds {including withouwt limitation all insurance proceeds and reiunds of prem‘ums)
from any sate or other disposition of the Property. A .

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 descnbed ln !hts Deed
of Trust.

Related Documents. The words "Related Documents” mean all promissory notes, credit agreements, loan agreemems,,_
environmental agreements, guaranties, security agreements, mortgages, deeds of trust, security deeds.-colldtesl: -
morigages, and all other instruments, agreements and documents, whether now or hereafter existing, executed ing g
cannection with the Indabledness.

Rents. The word "Rents" means all present and future rents, revenues, income, issues, royalties, profits, and o!her"'“__._--- )
benefits derived from the Property.

Trustee. The word "Trustee” means Westward Financial Services Corporation, whose mailing address is 1500 Cornwa!l
Avenue, Bellingham, WA 98225 and any substitute or successor trustees.
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EACH GHANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND EACH
GRANTOH AGREES TO ITS TERMS,

GRANTOR

%

—

Sharon E Chand!er

1

} 88

On this day helfore me, the unders-.gned Notary Publ'.c personally appeared Mark L. Chandier and Sharon E. Chandter,
husband and wife, perSOnaIIy known to mé or proved fo me on the basis of satisfactory evidence to be the individuals
described in and who executed the Deedof, Trust, and .acknowledged that they signed the Deed of Trust as their free and

voluntary act and deed, for the uses and- purposes thereln mentioned.
; W"W day of ﬁgg 4‘-0]’/_:34(&} ,ZOOU?

A e,
Cf"'ﬂ 27 ‘%7%‘2 Resicing at 71 ﬂf\(ud Q e,

My commission expires 5= -2

Given under my hand and oﬂlclal seal thls

o {cand LD Ve, :ﬁ

Notary Public in and for the State of L. Agc
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REQUEST FOR FULL REC.NVEYANCE
To: Trustee

The undersigned is the legal owner and holder of all indebtedness’ secured by this Deed of Trust. You are hereby requested,
upon payment of all sums owing fo you, to reconvey without warraniy, ‘0 the persons entitled thereto, the right, title and
interest now heid by you under the Deed of Trust.

Date: ___ i E_:eneficiary:
C i By:
A '[.ts:
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