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1. Peterson, Vernon F.

2. Peterson, Paula J.

Grantee(s)
1. Horizon Bank : <
2. Westward Financial Services Corporatmn Trustee

Legal Description: Lot 56, "ISLAND VIEW PARK"
T Additional an page 2

Assessor's Tax Parcel ID#: 3798-000-056-0003 {PE?}:S_S?)

THIS DEED OF TRUST is dated April 18, 2008, among Vernon F. Peterson and Paula J.
Peterson. as Joint Tenants and not as Tenants in Common {"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 sometnmes .as "Beneficiary”); and
Westward Financial Services Corporation, whose mailing address ‘s 1500 Carnwall Avenue,
Bellingham, WA 98225 (referred to below as "Trustee”). T =
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CONVEYANCE AND GRANT, For valuable consideration, Grantor conveys to Trustee in trust with power of sale, right
of antry and’possassion and for the benefit of Lender as Beneficiary, all of Grantor's right, title, and interest in and to
the followmg described real property, together with all existing or subseqguently erected or affixed buildings,
improvements-angd flxtures, all easements, rights of way, and appurtenances; all water, water rights and ditch rights
{including_stock:in-utilities with ditch or irrigation rights); and all other rights, royalties, and profits relating to the real
property, inciuding without fimitation ali minerals, oil, gas, geothermal and similar matters, {the “"Real Property™)

located in Skaglt County, State of Washington:

Lot 56, "THE' 'Pl".AT"OF ISLAND VIEW PARK", as per plat recorded in Volume 7 of Plats,
page 38, records of Skaglt County, Washington.

Situate in Skagit- Cnunty. Washlngton

The Real Property or r_ts_-address is commonly known as 1205 22nd Street, Anacortes, WA
98221. The Real Property tax identification number is 3798-000-056-0003 (P57587).

REVOLVING LINE OF CREDIT..This:Deed of Trust secures the Indebtedness including, without limitation, a revolving
lina of credit, with & variable rate of interest, which obligates Landar to make advances to Borrower up to the credit
limit so fong as Borrower complies’ with all the: terms of the Credit Agreement and the line of credit has not been
tarminated, suspended or canceiled; the Credit_ Agreement allows negative amortization. Such advances may he made,
repaid, and remade from time to time, subject to-the limitation that the total outstanding balance owing at any one time,
not including finance charges on such balancé at-a fixed.or variable rate or sum as provided in the Credit Agreement,
any temporary overagss, other chargaes, and any amounts axpended or advanced as provided in sither the Indebtednass
paragraph or this paragraph, shall not excead the Credlt Limit as provided in the Cradit Agreemant. It is the intention of
Grantor and Lender that this Deed of Trust sacures-the balanca outstanding under the Credit Agreement from time to
time from zero up ta the Credit Limit as provided in the Credit Agreement and any intermediate balance. Funds may be
advanced by Lender, repaid, and subsequently readvanced. The unpaid balance of the revolving line of credit may at
certain tirnes be lower than the amount shown or'zero. A zero:balance does not terminate the line of credit or
tarminata Landar's obligation to advance funds to Borrower, Therefore the lien of this Deed of Trust will remain in full

force and effect notwithstanding any zero balance.

Granter hereby assigns as security to Lender, all of Grantor 5 rrght trtle and interest in and to ail leases, Bents, and
profits of the Property. This assignment is recorded in accordance with RCW 65.08.070; the lien created by this
assignment is intended to be specific, perfected and choate upon the recordlng of this Deed of Trust. Lender grants to
Grantor a ficense to coliect the Rents and profits, which license .may ba revoked at Lender's opticn and shall bhe
automatically revoked upon acceleration of all or part of the Indebiedngss. ;

THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECUFHTY INTEREST IN THE RENTS AND
PERSONAL PROPERTY, 15 GIVEN TO SECURE (A} PAYMENT OF THE-INDEBTEDNESS AND (B} PERFORMANCE OF
EACH OF GRANTOR'S AGREEMENTS AND OBLIGATIONS UNDER--FHE CREDIY AGREEMENT, THE RELATED
DOCUMENTS, AND THIS DEED OF TRUST. THIS DEED OF TRUST IS GNEN AND ACCEPTED ON THE FOLLOWING
TERMS:

GRANTOR’'S REPRESENTATIONS AND WARRANTIES. Grantor wairants that {a) this D_eed of Trust is executed at
Borrawer's request and not at tha request of Lender; (b} Grantor has the full power, right, and suthority to enter into
this Dead of Trust and to hypothecate the Property; {c) the provisions of this Deed of .Trust do.not conflict with, or
result in a default under any agreement or other instrument binding upon Graptor and do not restilt jo a viclation of any
law, regulation, court decree or order applicable to Grantor; 1d) Grantor has established adequate means of obtaining
from Barrower on a continuing basis information about Barrower's financial conditign; “and .-{e) Lender has made na
representation to Grantor about Borrower fincluding without Himitatien the craditworthiness of Borrower)

GRANTOR’'S WAIVERS. Grantor waives all rights or defenses arising by reason of any "ane: action or "anti-deficiency”
law, or apy other iaw which may prevent Lender from bringing any action against Graritor; mcludrng a-claim for
deficiency to the extent Lender is otherwise entitled to a claim for deficiency, before or after Lender g cammencement
or campletion of any forectosure action, either judicially or by exarcise of & power of sale. .

PAYMENT AND PERFORMANCE. Except as otherwise provided in this Dead of Trust, Borrower shall pay to Lender all
Indebtedness secured by this Deed of Trust as it becomes due, and Borrower and Grantor shatl’ perform all thelr
respective obligations under the Credit Agreemant, this Deed of Trust, and the Refated Documents. g

POSSESSION AND MAINTENANCE OF THE PROPERTY. Borrower and Grartor agree that Borrower's and Gramor 5 ¢
possession and use of the Property shall be governad by the following provisions:

Possession and Use. Until the accurrence of an Event of Default, Grantor may (1) remain in possession_'and.-
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g c_;on'trol of't_he Property; (2) use, operate or manage the Praperty; and ({3} collect the Rents from the Property
{this privilege is a license from Lender to Grantor autamatically revoked upon default), The fellowing provisions
relate te'the use of the Property or to other limitations on the Property. The Real Property is not used principally

'-:._for agrlcuitural purposes.

Duty tu Mamtam . Grantor shall maintain the Property in good cendition and promptly perform alt repairs,
replacements, and maintenance necessary to preserve its value.

Ccmpllance With Enwronmental Laws. Grantor represents and warrants to Lender that: {1) During tha period of
Grantor's ownershio. of the Property, thare has been no use, generation, manufacture, storage, treatment, disposal,
release or threatened release of any Hazardous Substance by any person on, under, about or from tha Property;
{2} Grantor-has no: knowiedge of, or reason to believe that there has been, except as previously disclosed to and
acknowledged by Lender .in writing, {a) any breach or viclation of any Environmental Laws, (b} any use.
generation, manufacture, storage, treatment, disposal, release or threatened release of any Hazardous Substance
on, under, about or.fram the Property by any prior owners or accupants of the Property, or (c} any actual of
threatened Irtlgatlon of claims-af-any kind by any person relating to such matters; and {3} Except as previously
disclosad to and acknowledgad by Lender in writing, [a) neither Grantor nor any tenant, contractor, agent or other
authorized user of the Property shall ise, generata, manufacturs, store, treat, dispose of or refease any Hazardous
Substance on, under, abgut.or from the- Proparty; and (b} any such activity shall be conducted in compliance with
all applicable federal, state, “and.-local laws, regulations and ordinances, including without Hmitation all
Environmental Laws. Grantor. authcnzes Lender and its agents to enter upon the Property to make such
inspactions and tests, at Grantcr s expense;“as Lender may deem appropriate to determine compliance of the
Property with this section of the Desd of Trust. Any inspections or tests made by Lender shall be for Lender's
purposas only and shall not be construed to"create any responsibility or liability on the part of Lender to Granter or
to any other parson. The representations and warranties contained herein are based on Granter's due diligence in
investigating the Property for Hazardous Substances. Grantor hereby {1} releases and waives any future claims
against Lender for indemnity ar contribution i the event Grantor becomes liable for cleanup ar other costs under
any such laws; and {2} agraes to indemnify, défend, and hold harmless Lender against any and all claims, losses,
liabilitias, damages, penalties, and expenses which Lender may directly or indirectly sustain or suffer resulting from
a breach of this section of tha Peed of Trust or as a consequence of any use, generation, manufacture, storage,
disposal, release or threatened release occurring prior to Granter's ownership or interest in the Praperty, whether
or not the same was or should have besn known to Grantor. .The provisions of this section of the Deed of Trust,
including tha cbligation to indemnify and defend, shall survive the payment of the Indebtedness and the satisfaction
and reconveyance of the lien of this Deed of Trust and ghall not I:Je affected by Lender's acquisition of any interest
in the Property, whether by foreclosure or atherwise.

Nuisance, Waste. Grantor shall not cause, conduct or.permit any niisance nor commit, permit, or suffer any
stripping of or waste on or to the Property or any portion of the Property. Without limiting the generality of the
foregoing, Grantor will not remave, or grant to any other party; the right ta remove, any timber, minerals {including
oil and gas), coal, clay, scoria, soil, gravel or rock products wrthout Lender s prior written consent.

Removal of Improvements. Grantor shall not demolish or rem_ove any i_mprev_ements from the Real Property
without 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 Improvaments wrth Improvements of at least
equal value. E

Lender's Right to Enter. Lender and Lender’s agents and representatives may. enter upon the Real Property at all
reasonabla 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. ; : .

Compliance with Governmental Requirements. Granter shall promptly comp!y, and’ shelf 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 Praperty in any manner, with all laws, ordinances, &nd regulatfons, now ar hereafter
in effect, of all governmental authorities applicable to the use or occupancy of the Property.. Aarantor may contest
in good faith any such law, ordinance, ar regulation and withhold camplrance during” arty - proceedmg, 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 Property are not jeopardized. Lender may require Grantor to post adequate-
security or a suraty bond, reasonably satisfactery 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 addition to those acts set forth above in this section, which from the character and use cf the F‘roperty are

reasonably necessary to protect and preserve the Property.

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lender's optian, (A} daclare immadiately due and payable alk
sums secured by this Deed of Trust or (B} increase the interest rate provided for in the Cradit Agreement or othier
document evidencing the Indebtedness and impese such other conditions as Lender deems appropriate, upon the” sale or
transfer, without Lender's prior written consent, of all or any part of the Real Property, ar any interest in the Heal
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’ Propﬂrty A "sale or transfer” means the convevance 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, installment sale
contract land dontract, contract for deed, leasehold interest with a term greater than three (3) years, lease-option
contract; or by sale, -assignment, or transfer of any beneficial interest in or to any land trust holding title to the Real
Property;-ti by-any ather methad of conveyance of an interest in the Real Property. However, this eption shall not be
exercised by’ Lender if such exercise is prohibited by federat law or by Washington law,
TAXES AND L!ENS The fullowmg provisions relating to the taxes and liens on the Praperty are part of this Dzed of
Trust: .
Payment. Grantor shall pay.when due {and in all events prior to delinquency) all taxes, special taxes, assessments,
charges (mcludmg water and sewer), fines and impositions levied against or on account of the Property, and shall
pay when due all claims for work done on or for services rendered or material furnished to the Property. Grantor
shall maintain the Propefty.ffee of ali liens having priority over or equal to the interest of Lender under this Deed of
Trust, except for the lisn oftixes and assessments not dus, except for the Existing Indebtedness referred to
below, and except as mherwnsei prnvrded in this Deed of Trust.

Right to Contest. Grantor may W|thhold payment of any tax, assessment, or claim in connection with a gocd faith
dispute aver the obligation. to pay, so long as Lender's intarest in the Proparty is not jeopardized. If a lien arises or
is filad as a result of nohpayitent, Grantor shall within fiftean (15) days after the lien arises or, if a lien is filed,
within fifteen (15} days aftér'Grantor hias notice of the filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lender cash ora sufficient corporate surety bond or other security satisfactory to Lender inan
amount sufficient to discharge the lien pius anycosts and attorneys' fees, qr other charges that could accrue as a
result of a foreclosure or sale ufider the Jign.: In any contest, Grantor shall defend itself and Lender and shalf
satisfy any adverse judgment hefore enforcement against the Property. Grantor shall name Lender as an additional
obligee under any surety bond furnished in the contest proceedings.

Evidence of Payment. Grantor shall upon der_n'ar_\_d furnish to Lender satisfactory evidence of payment of the taxes
or assessments and shall authorize the appropsiate govarnmantal official to deliver te Lender at any time a written

statement of the taxes and assessments against the Property.

Notice of Construction. Grantor shall notify Lender at least fifteen {15} days before any work is commenced, any
sarvices are furnished, or any materials are supplied to the Property, if any mechanic's lien, materialmen's lien, or
other lien could be asserted on account of the work, services, orymaterials. Grantor will upon request of Lender
furnish to Lender advance assurances satlsfactory o Lender that Grantor can and will pay the cost of such
improvements.,

PROPERTY DAMAGE INSURANCE. The following provisions- re]atlng to rnsurung the Property are a part of this Deed of

Trust.
Maintenance of Insuranca. Grantor shall procure and maintai_h _policies o'ff fire insurance with standard extended
coverage endorsements on a replacement basis for the full insurable value covering all linprovements on the Real
Property in an amount sufficient to aveid application of any ceinsurance clause, and with a standard mortgagee
clause in favor of Lendar, together with such other hazard and liability ingurance as Lender may reascnably require.
Policies shall be written in form, amounts, coverages and basis reasonably.acceptable to Lender and issusd by a
company or companies reasonably accaptable to Lender, Grantor, upon request of Lender, will deliver ta Lender
from time to time the policies or cestificates of insurance in form satisfactory to Lender, including stiputations that
coverages will not be cancelled or diminished without at least ten (10) davs prior written notice to Lender. Each .
insurance policy alse shall include an endorsement providing that coverage in-favor of Lender will not be impaired
in any way by any act, emission or default of Grantor or any other person. Shouid the Real Property be located in
an area designated by the Diractor of the Federal Emergency Management Agency as & special flood hazard area,
Grantor agrees to obtain and maintain Federal Flood Insurance, if available, within 45 days after-notice is given by
Lender that the Property is located in a special flood hazard area, for the maximum améunt.&f Barrower's credit
line and the full unpaid principal balance of any prier liens on the property securing the lgan,.tip.fo the maximum
policy limits set under the National Flood Insurance Program, or as ctherwise required. by Lender and to maintain
such insurance for the term af the loan. : : .

Application of Proceeds. Grantor shall promgtly notify Lender of any loss or damage to the F’roperty Lender may
make proof of loss if Grantor fails to do so within fifteen {15} days of the casualty. Whether-or not Lender's
security is impaired, Lender may, at Lender's election, receive and rétain the proceeds of any-insurance: and. apply

the proceeds to the reduction of the Indebtedness, paymant of any lien affecting the F’roperty,_or the restoration
and repair of the Property. If Lender elects to apply the proceeds to restoration and repair, Grantor-shall repair or.
replace the damaged or destroyed Improvements in a manner satisfactory to Lender. Lender- shall, upan
satisfactory proof of such expenditure, pay or reimburse Grantor frem the proceeds for the reascnable cost.of:
repair or restoration if Grantor is not in default under this Deed of Trust. Any proceeds which have.rot 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 amount owing to Lender under this Deed of Trust, then to pay acgrued "
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"'mterest 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 interest ta Grantor 8s
Grantor 5 ifterests may appear.

Compl:ance wrth Existing Indebtednaess. During the pericd in which any Existing Indebtedness described below is
in effect; cempllar’lce with the insurance provisions contained in the instrument evidencing such Existing
Indebtednéss ‘shall~gonstitute compliance with the insurance provisions under this Deed of Trust, to the extent
compiiance wlth the .térms of this Deed of Trust would constitute a duplication of insurance requirement. If any
proceads from the insusance became payahle on loss, the provisions in this Deed of Trust for division of proceeds
shall apply anly tc that portlon of the proceeds not payable ta the holder of the Existing Indebtedness.

LENDER'S EXPEND{TURES.___ lf"Grantor fails (Al to keep the Property fres of all taxes, liens, security interests,
epcumbrances, and other ¢iaims, {B) to provide any required insurance on the Property, (C) ta make repairs to the
Property or to comply with.dény-obligation to maintain Existing Indebtedness in good standing as required below, then
Lender may do so. If any actign or proceeding is commenced that would materially affect Lender's interests in the
Property, then Lender on Grantor 4 behaif may, but is not required to, take any action that Lender believes to be
appropriate to protect Lendef's interests. | All expenses incurred or paid by Lender for such purposes will then bear
intergst at the rate charged under the’ Credit Agreement from the date incurred or paid by Lender to the date of
repayment by Grantor. Al sugh: expenses will'became a part of the Indebtedness and, at Lender's option, will (A} be
payable on demand; (B} be added to the baiance of the Credit Agreement and be apportionad among and be payable
with any instaliment payments to beceme-due during either (1} the term ef any applicable insurance policy; or (2) the
ramaining tarm of the Credit Agreefient; or (C)--ba'treated as a balloon payment which will be due and payable at the
Cradit Agreement's maturity. The Deed-of Trust#lso’ will secure payment of these amounts. The rights pravided for in
this paragraph shall be in addition to any-other righits or any remedies to which Lender may be entitled an 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 followrng provrsmns relating to ownership of the Property are a part of this Deed
of Trust:
Titde. Granter warrants that: (a) Grantor ho'lds good and marketable title of record to the Proparty in fee simple,
free and clear of all liens and encumbrances othér than thoge set forth in the Real Property description or in the
Existing Indebtedness section below or in any title insurance policy, title report, ar final title opinicon tssued 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 deliver this Deed of Trust ta Lender

Defense of Title, Subject to the exception in the paragraph above, Grantor warrants and will forever defend the
title to the Property against the lawful claims of alf persons...In"the event any action or proceeding is commenced
that questions Grantor's title or the interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the
action at Grantar's expensa. Grantor may be the nominal party in such proceeding, but Lender shall be entitled to
participate in the proceeding and to be represented in the proceedmg by £ounsel of Lender's own choice, and
Grantor will defiver, or cause to be delivered, to Lender such mstruments as Lender may request from time to time
1o permit such participation. e

Compliance With Laws. Grantor warrants that the Property and Grantors use of the Praperty complies with all
existing applicable laws, ordinances, and regulations of governmental authorltres

Survival of Promises. All promises, agreements, and staterments Grantor hag rnade in_this Deed of Trust shall
survive the executian and delivery of this Deed of Trust, shall be continuing-in nature and shall remain in full force
and effect until such time as Borrower's Indebtedness is paid in full. .

EXISTING INDEBTEDNESS. The following provisions concerning Existing Indebtedness are a par‘t Df thrs Deed of Trust:

Existing Lien. The lien of this Deed of Trust securing the Indebtedness may be secondarv and inferior to an
existing lien. Grantor expressly covenants and agrees to pay, or see to the payment of, the Existing Indebtedness
and to prevent any default on such indebtedness, any default under the instruments evrdencmg such mdebtedness,
or any default under any security documents for such indebtedness. ; :

No Modification. Grantor shall not enter into any agreement with the holder of any mortgage, deed of Aeust, or
other security agreermnent which has priority over this Desd of Trust by which that agreement js' modified,
amanded, extended, or renewed without the prior written consent of Lender. Grantcr shali-sisither Fequest nor
accept any future advances under any such security agreement without the prior written cansent.of Lender L

CONDEMNATION. The following provisians relating ta condemnation proceedings are a part of this Deed of Trist:

Procesdings. |f any proceeding in condemnation is filed, Grantor shall promptly notify Lender in: wvriting; and :
Grantor shall promptly take such steps as may be necessary to defend the action and obtain the award, Grantor

may be the nominal party in such proceeding, but Lender shall be entitled to participate in the proceeding and to' b .
represented in the proceeding by counsel of its own choice all at Grantor's expense, and Grantor will delwer or )
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cause tothe delivered to Lender such instruments and documentation as may be requested by Lender from tima to
time to parmit such participation.

Applrcatlan of Net Proceeds. If afl or any part of the Property is condemned by eminant domain proceedings or by
‘any proceeding.of. purchase in lieu of condemnation, Lender may at its elaction 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 reascnable costs, expenses, and attorneys’ fees
incurred by Trustee ar'Lender in connection with the cendemnation.

IMPQSITION OF TA)_(ES, _-FEE_S AND CHARGES BY GOVERNMENTAL AUTHORITIES. The following provisions relating
to governmental taxes, fees and.charges are a part of this Deed of Trust:

Current Taxes. Fees and Charges. Upon request by Lerder, Grantor shall execute such decuments in addition te
this Deesd of Trust and take whatever other action is requested by Lender to perfect and continue Lender's lien on
the Real Praperty. Grantor shalf_reimburse Lender for all taxes, as described below, together with all expenses
incurrad in recordlng, parfecting.. oF. continuing this Deed of Trust, including without limitation all taxes, fees,
documentary stamps, and other charges for recarding or registering this Deed of Trust.

Taxes. The following shali constitut taxes to which this section applies: (1) a specific tax upon this type of
Deed of Trust or upon-all or. any part of the Indebtedness secured by this Deed of Trust; (2) a specific tax on
Barrower which Borrower is authorlled or required to deduct fram payments on the Indebtedness secured by this
type of Deed of Trust; (3} a tax'on this type of Deed of Trust chargeable against the Lender or the holder of the
Credit Agreement; and (4} a specrf:c tax. o alr or any portion of the indebtedness ar on payments of principal and
interast made by Borrawer. :

Subsequent Taxes. If any tax to"'v’vhich this 'section applies is enacted subsequent to 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 alt 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 ag-provided above in the Taxes and Liens section and depaosits with
Lender cash or & sufficient corporate surety bond or other security satisfactory to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS The followrng provisions relating to this Deed of Trust as a
security agreement are a part of this Deed of Trust:" -

Security Agreement. This instrument shall constitute .a Secunty Agreemant to the extent any of the Property
canstitutes fixtures, and Lender shall have all of the raghts of a sec:ured party under the Uniform Commercial Code

as amended from time to time.

Security Interest. Upon request by Lender, Grantor shall take whatever. action is requested by Lender to perfect
and continug Lender's security interest in the Personal Property, ‘In,addition te recording this Deed of Trust in the
real proparty recards, Lender may, at any time and without further authorization fram Grantor, fils executed
counterparts, copies or reproductmns of this Deed of Trust as’a financing statement. Grantor shall rgimburse
Lender for all expenses incurred in perfecting or continuing this security: interest. Upon default, Grantor shall not
remove, sevar of detach the Personal Property from the Property.” “Upan defaylt, 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 maka it available to Laender within three (3) days after recalpt af wrltten demand from Lender to the
axtent permitted by applicable law.

Addresses. The mailing addresses of Grantor {debtor] and Lender [secured party] from which information
concerning the security interest granted by this Deed of Trust may be cbtained (each as requrred by the Uniform
Commercial Code} are as stated on the first page of this Deed of Trust, ;

FURTHER ASSURANCES: ATTORNEY-IN-FACT. The following provisions relatlng to further -assurances and
atterney-in-fact are a part at this Deed of Trust: . ; R

Further Assurances. At any time, and from time to time, upon request of Lender Grantor W|II ‘make, execute and
deliver, or will cause to be made, executed or delivered, to Lender or to Lender's dasignee,. and when requested by
Lender, cause to be filed, recorded, refiled, or rerecorded, as the case may be, at such-times and in-such offices
and places as Lender may deem appropriate, any and all such mortgages, deeds of trust, ‘secyrity: deads security
agreements, financing statements, continuation statements, instruments of further assurance; certtflcates, and
othar documents as may, in the sole opinion of Lender, be necessary or desirable in order to: aftectuats, camplets,
perfect, continue, or preserve (1) Borrower's and Grantor's obligations under the Credit Agreement, this Degd of
Trust, and the Related Documents, and {2) the liens and security interests created by this Deséd of Trust onthe
Property, whether now owned or hereafter acquired by Grantor. Unless prahibited by law or Lender agrees to the".
contrary in writing, Grantor shall reimburse Lender for all costs and expenses incurred in connect!on wrth the

matters referred ta in this paragraph.

Attornev»in -Fact. If Grantor fails to do any of the things referred to in the preceding paragraph, Lender’ may do so 7
for and in the name of Grantor and at Grantor's expense. For such purposes, Grantor hereby irrevocably appemts' e

AN
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“ Leinder as Grantor's attorney-in-fact for the purpose of making, executing, delivering, filing, recording, and doing all
other things as may be necessary or desirable, in Lender's sole opinion, to accomplish the matters referred to in
= ‘the prec-a'dihg paragraph.

FULL: PERFDHMANCE If Barrower and Grantar pay all the indebtedness when due, terminates the credit line account,
and Grantor otherwise performs all the obiigations imposed upen Grantor under this Deed of Trust, Lender shall execute
and deliver to Trustee g request for full reconveyance and shall execute and defiver to Grantor suitable statements of
termination-of any_finanging statement on file evidencing Lender's security interest in the Rents and the Parsonal
Preperty.  Any reconveyanca fee shall be paid by Grantor, if permitted by applicable law. The grantee in any
reconveyance may be described as the “person or parsons legally entitied thereto", and the recitals in the recenveyance

of any matters or-facts sha!l ba_conclusive proof of the truthfulness of any such matters or facts.

EVENTS OF DEFAULT Grantor wnfl he in default under this Deed of Trust if any of the following happen: (A) Grantor
commits fraud or makes a material misrepresentation at any time in connection with the Credit Agreement. This can
include, for example, a false statamiént-about Borrower's or Granter's income, assets, liabiiities, or any other aspects of
Borrawer's or Grantor's financial ceniditich, (B) Borrower does not mest the repayment terms of the Credit Agreement.
(C) Grantor's action or inactjon:-adversely affects the collataral or Lender's rights in the collateral. This can include, for
axample, failure to maintain required insurance, waste or destructive use of the dwelling, failure to pay taxes, death of
all persons liable on the account, transfer of title or sale of the dwelling, creation of a senior fien on the dwelling
without Lender's permission, foreciosure by thie holder of another lien, or the use of funds or the dwelling for prehibited
purposes.

RIGHTS AND REMEDIES ON DEFAULT If an Evant of Default occurs under this Deed of Trust, at any time thereafter,
Trustee or Lender may exercise any one or rnore of the following rights and remedies:

Eiection ot Remedies. All of Lenders nghts and ,remedies will be cumulative and may be exercised alone or
together. An election by Lender to choose any ofie remedy will not bar Lender from using any other remedy. If
Lendar decides ta spend monay of to perform any.of Grantor's obligations under this Deed of Trust, after Grantor's
failure to do so, that decision by Lender W|I| nat affect Lender's right to declare Grantor in default and to exercise
Lender's remedies. :

Accelerate Indebtedness. Lender shall have tI_'_ne-._right at its np_.tion to daclare the entire Indebtedness immediately
due and payable. S

Foreclosure. With respect to all or any part of the Real Pmparty, the Trustee shall have the right to exercise its
power of sale and to foreclose by notice and sale and Lender: shall have the right to foreciose by judiciaf
foreclosure, in either case in accordance with and to the full extent provided by applicable law.

UCC Remedies. With respect to all ar any part of tha Personal Property, Lender shatl have afl the rights and
remedies of a secured party under the Uniform Commercial Code :

Collect Rents. Lender shall have the right, without notice to Elorrower or Grantor to take possession of and
manage the Property and collect the Rents, including amounts. past due-and unpaid, and apply the net proceeds,
over and above Lender's costs, against the Indebtedness. In'further'anca ofthis right, Lender may requira any
tenant or other user of the Property to make payments af rent or-usé fees dlrectly to Lender. If the Rents are
collected by Lendar, then Grantor irrevocably designates Lender as Grantorls’ attorney-in-fact 1o endorse
instruments received in payment thereof in the name of Grantor and o negotiste the same and collect the
procesds. Payments by tenants or other users ta lender in response. to Lender's, -demand shall 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, or through a recelver

Appaint Receiver. Lender shall have the right to have a receiver appointed to take’ posses_slcn of all ar any part of
the Property, with the power to 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 permitted by law. Lender's
right to the appointment of a receiver shall exist whether or not the apparent value of the' Property. gxceeds the
Indebtedness by a substantial amount. Employment by Lender shall nat disqualify a-person from .serving as a
receiver. S e

Tanancy at Sufferance. If Grantor remains in possession of the Property after the Property-is sold as provided
above or Lender otherwise becomes entitled to possession of the Property upon default of ‘Berrower of Grantor,
Grantor shall become a2 tenant at sufferance of Lender or the purchaser of the Property and shalk at: Lendsr's
option, either t1) pay. a reasaonable rental for the use of the Property, or {2} vacate the Property lmmed:ately.

upon the demand of Lender,

Other Remedies. Trustee ar Lender shall have any other right or remedy provided in this Deed of Trust or the ’
Credit Agreement or available at law or in equity. .

Notice of Sale. Lender shall give Grantar reasonable natice of the time and place of any public sale of the Personal'
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E.ro'perty' 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 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 sale of the Real Property.

Sale c_a.f--th_e Property. To the extent permitted by applicable law, Borrower and Grantor hereby waives any and alt
rights to-have the Froperty marshalled. In exsercising its rights and remediss, the Trustee or tender shall be free to
sell all or-any ‘part of the Property together or separately. in one sale or by separate sales, Lender shall be entitled
to bid at any public safe on all or any portion of the Property.

Attorneys' Fees; Expenses. If Lender institutes any suit ar action to enforce any of the terms of this Deed of
Trust, Lender $hall be erititfed to recover such sum as the court may adjudge reasaonable as attorneys’ fees at trial
and upon any.appeal., Whether or not any court action is involved, and to the extent not prohibited by faw, all
reasonable expenses-Lendsr incurs that in Lender’s opinion afe necessary at any timg for the protection of its
interast or the enforcemant-of its rights shall becoma a part of the Indebtedness payable on demand and shall bear
interest at the Credit Agreement-rate from the date of the expenditure until repaid. Expenses covered by this
paragraph include, without Iimit‘étioﬁ“,,_however subject to any limits under applicable law, Lander's attorneys’ fees
and Lender's legal expénses, whather or not there is a lawsuit, including attorneys’ fees and expensas for
bankruptcy proceedings lincluding efforts to modify or vacate any automatic stay or injunction}, appeals, and any
anticipated post-judgment “collection sdrvices, the cost of searching records, obtaining title reports (including
fareclosure renarts), surveyors' reports, and appraisal fees, title insurance, and fees for the Trustes, to the extent
permitted by applicable law. Grantor also will pay any court costs, in additien to afl other sums provided by law.

Rights of Trustes. Trustee shal Héy_e_a'd of the rights and duties of Lender as set forth in this section.

POWERS AND OBLIGATIONS OF THUS.TEE. ) .':;:he" .followmg pravisicns relating to the powers and obligations of Trustee
{pursuant to Lender's instructions) are part of t"nis_-'Dead___oT Trust:

Powers of Trustee. In addition to all powers of Trystes 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) jain in
preparing and filing a map or plat of the Real Praperty, including the dedication of streets or other rights to the
public; (b} join in granting any easement of Creating any restriction on the Real Property; and {c) join in any
subordination ar other agreement affecting this Deed of Trust or the interest of Lender under this Deed of Trust.

Obligations to Notify, Trustee shall not be obligated 1o na’t"i"f_y--__any other party of a pending sale under any other
trust deed or lien, or of any action or proceeding in which Grantgr, Lender, or Trustee shall be a party, unless
required by applicable law, or uniess the action or proceeding is b.rogght by Trustee.

Trustea. Trustee shall meet all qualifications required-for. Trustee under applicable iaw. In addition to the rights
and tremedies set forth abave, with respect to all or any-part-of the Property, the Trustee shall have the right to
foreclose by notice and sala, and Lender will have the right to-foraclose by judicial fereclosure, in either case in
accordance with and to the full extent provided by applicable law,’ vy

Successor Trustea. Lender, at Lender's option, may from time:to.time appoint a successar Trustee to any Trustee
appointed under this Deed of Trust by an instrument executed and-ackndwledged by Lender and recorded in the
office of the recorder of Skagit County, State of Washington. The inst'ru_mént shall gontain, in addition to all other
rmatters required by state law, the names of the original Lender, Trustee, and Grantor, the book and page or the
Auditor's Fite 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'jts _successb'rs in.interest. The successor
trustea, without conveyance of the Property, shall succeed to all the title, power, and duties confarred upon the
Trustee in this Deed of Trust and by applicable law. This procedure for substitutian of Trustee shall govern to the
exclusion of all other provisions for substitution. g I

NOTICES. Subject to applicable law, and except for notice required ar allowed by law- to b_e'Q_i_veh in-.anothar manner,

any notice required to be given under this Deed of Trust, including without limitatién_any riatice”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 deposited with a nationally recognized overnight courier, or, if

mailed, when deposited in the United States mail, as first class, certified or registered mail postage prepaid, directed to

the addresses shown near the beginning of this Deed of Trust. All copies of notices of foreclosurg.from the halder of

any fien which has prierity over this Deed of Trust shall be sent to Lender's address, as shownt near the beginning of

this Deed of Trust. Any person may change his or her address for netices 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 infarmed at all times of Grantor's, current address.

Subject to applicable law, and except for notice required or allowed by law to be given in another manner, if.there is".
maore than one Grantor, any notice given by Lender to apy Grantor is deemed to be notice given to all Graritors. ft-will ;
be Grantor's responsibility to tell the others of the notice from Lender. T

COUNTERPARTS. This Agreement may be executed in a number of identical counterparts and by each ﬁ_artif oh_'a_. :
separgte counterpart. |f so executed, all of such counterparts shall collectively constitute one agreement. ot o

L

200804210006
Skagit County Auditor

4/21/2008 Page 8 of 11 9:358AM




DEED OF TRUST
(Continued) Page 9

."'MI_SCELL;ANEOIUS PROVISIONS. The following miscellanecus provisions are a part of this Deed of Trust:

Amendments What is writter in this Deed of Trust and in the Related Documents is Grantor's entire agreement

-, with Lefider concerning the matters covered by this Deed of Trust. To be gffective, any change or amendment to
‘this Deed of-Trust must be in writing and must be signed by whaever will be bound or obligated by the change or
amendment )
Caption --Headmgs. ~Caption headings in this Deed of Trust are for convenience purposes anly and are not to be
used to interpret or, dEfine the provisions of this Deed of Trust.
Mergar. There. shall be ne. merger of the interest or estate created by this Deed of Trust with any other interest or
astate in the: Property at any tame heald by or for the benefit of Lender in any capacity, without the written consent
of Lender.
Governing Law. Thls Deed ‘of Trust will be governed by fedaral law applicable to Lendsr and, to the extent not
nraampted by federal law, the ldws of the State of Washington without regard to its conilicts of law provisions.
This Deed of Trust has been accepted by Lender in the State of Washington.

Choice of Venue. If there is a lawsLit, Grantor agrees upon Lender's request to submit te the jurisdiction of the
courts of Skagit County, State af Washington.

Joint and Several Lrabrlltyr_ All obllgattons of Borrower and Grantor under this Deed of Trust shalt be joint and
several, and all references to Grantor-shall mean each and every Grantor, and all references to Borrower shalt mean
each and svery Borrower., Thijs means that each Grantor signing below is respansible for afl obligations in this
Deed of Trust. e o :

No Waiver by Lender. Grantor understa'nds Le'nder will not give up any of Lender's rights under this Deed of Trust
unless Lender does so in writing. The fact that Lender delays or omits to exercise any right will not mean that
Lender has given up that right, |f Lender‘does agree in writing to give up one of Lender's rights, that doas not
mean Grantar will nat have ta comply with the other pravisions 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. Granter, further understands that just because lender consants 1o one or
more of Grantar's requests, that does not mean Lender will be required to consent to any of Grantor's future
raquests. Grantor waives presentment, demand’ for payment; protast and notice af dishonor.

Severability. If a court finds that any provision of this Deed ‘of Trust is nat valid or should not be enforced, that
fact by itself will not mean that the rest of this Deed of Trust will not be vaiid or enforced. Therefore, a court will
enforce the rest of the provisions of this Deed of Trust even rf A prowsron of this Deed of Trust may be found to be

invalid or unenforceable.

Successors and Asslgns. Subject to any limitations stated in thrs Désd of Trust on transfer of Grantor's interest,
this Deed of Trust shall be binding upon and inure to the bengfit of the parties, their successors and assigns, If
ownership of the Property becomes vested in a person other than GrantcF, 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 cobligations of this Deed of Trust ar Irab:hty under the Indebtedness.

Time is of the Essence. Time is of the essence in the performance of thrs Deed of Trust
Waive Jury. All parties to this Deed of Trust hereby waive the right to any jury triai in any action, proceeding, or
counterciaim brought by any party against any other party.
Waiver of Homestead Exemption. Grantor hereby releases and waives all nghts and beneflts of the homestead
exemption laws of the State of Washington 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 Trusl
Beneficiary. The word "Beneficiary” means Horizon Bank, and its successors and assrgns
Barrower. The word "Borrawer” means Vernon F. Petersan and includes all co- sugners ar\d co—makers srgmng the
Credit Agreemant and all their successors and assigns.

Credit Agreement. The words "Credit Agreement" mean the credit agreement dated Aprrl 18 2008 WIth credit
limit of $120,000.00 from Borrower to Lender, together with alt renewals of, extensions. of, _modifiéatiops of,
refinancings of, consolidations of, and substitutions for the promissory note or agreement. NOTiCE TU GRANTDR
THE CREDIT AGREEMENT CONTAINS A VARIABLE INTEREST RATE. A e

De=ed of Trust. The words "Deed of Trust" mean this Deed of Trust among Granter, Lender, and Trustee, and .
inciudes without limitation all assignment and security interest provisions relating to the Personal Property and_-

Rents.

Environmantal Laws. The words "Environmental Laws" mean any and all state, federal and local .st"a;tut'es,_
regulations and ordinances relating fo the protection of human health or the environment, including without .
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Itmltataon the Comprehensive Environmental Response, Compensation, and Liability Act of 1980, as amended, 42
¢ U.S.C. Section 9601, st seq. {"CERCLA"}, the Superfund Amendments and Reauthcrization Act of 19886, Pub. L.
. No. 99.499 ("SARA"), the Hazardous Materials Transportation Act, 49 UJ.8.C. Sectien 1801, et seq., the Rescurce
'=-Corrservataon and.Recovery Act, 42 U1.5.C. Section 6901, et seq., or other applicable state or fedaral laws, rules,
or reguiations. adopted pursuant thereto.

Event_jo'f_ Default. The words "Event of Default” mean any of the svents of default set forth in this Deed of Trust in
tha events of default.section of this Deed of Trust.

Existing lndabtgdr\'éss.'" The words "Existing indebtedness” meaan the indebtedness described in the Existing Liens
provision of this Deed of Trust.
Grantor. The word ""Gr'ant_of" ‘means Yarnon F. Peterson and Paula J. Peterson.

Hazardous Substances:” The words "Hazardous Substances" mean materials that, because of their quantity,
concentration or physical, c'mémlca'i .or infectious characteristics, may Gause or pose a present or potential hazard
to human health or the envirorimént when improperly used, treated, stored, disposed of, genarated, manufactured,
transported or otherwise handled The words "Hazardous Substances” are used in their very broadest sense and
include without limitatian ‘any and® all hazardous or texic substances, materials or waste as defined by or listed
under the Environmental Laws.. The terr "Hazardous Substances” slso includes, without limitation, petroleum and
petraleum by-products or any. fractlon thereof and asbestos.

Improvements. The werd "lmprovemants" maans all axisting and future improvements, buildings, structures,
maokile homes affixed on the Rsal Praperty, fac;lltres, additions, replacements and other construction on the Real
Property. . .

Indabtedness. The word "indebtedness" m‘éans all-principal, interest, and other amounts, costs and expenses
payable under the Credit Agreement .or: ‘Related Documents, together with all renewals af, extensions of,
modifications of, consolidations of and. substitutions for the Credit Agreemant or Related Documents and any
amounts expended or advanced by Lender tq discharge Grantor's obligations or expenses incurred by Trustee or
Lender to enforce Grantor's obligations under this Deed of Trust, together with interest an such amounts as
provided in this Deed of Trust. )

Lander. The word "Lender” means Horizon Bank its successors and assigns. The words "successors of assigns”
mean any person or company that acquires any mterest in the Credut Agreement.

Parsonal Praperty. The words "Personal Property” maan all aqument fixtures, and other articles of personal
property now or hereafter owned by Grantor, and now. or hereafter attached or affixed to the Real Property;
together with all accessions, parts, and additions to, all replacemsnts of, and all substitutions for, any of such
property; and together with all issues and profits thereon and pruceeds {including without limitation afl insurance
proceeds and refunds of premiums} from any sale or other drspesmon of the Property.

Property. The word "Property” means collectively the Real Proger__ty and _thq Personal Property.
Real Property. The words "Real Property” mean the real property, 'i_r'l'te'_res'ts=.antf"rights, as further described in this
Deed of Trust. e O

Related Documents. The words "Related Documents” mean all promissory notes, cradit agreements, loan
agreements, environmantal agreements, guarantias, security agreements, mortgages,. deeds of trust, security
deeds, collaterat mortgages, and all other instruments, agreements and documents, whether now or hereafter

axisting, executed in cennection with the Indebtedness.

Rents, The ward "Rents™ means all present and future rents, revenues, mcome, |ssuesJ royaltles profits, and
other benefits derived from the Property. . ]

Trustee. The word "Trustee" means Westward Financial Services Corporatlon, whose malhng address is 1500
Cornwall Avenue, Belfingham, WA 98225 and any substitute or successor trustees. S
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EACH GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND EACH
GRANTOR. AGHEES TO ITS TERMS,

GRANTOR

‘ /%fn 7 f-

Vernon F. Paeterson .

/ Paula J. Petérsoﬁ .

 INDIVIDUAL ACKNOWLEDGMENT

STATE OF \A)G\SL\m)Jm‘ﬂf_ L ]

)ss

COUNTY OF ‘%K(\J { ‘f L )

On this day befare ma, the undersigned Notary, Pub'lic, personally appeared Vernon F. Paterson and Paula J. Peterson,
personally known to me or proved to me on tha.basis of satisfactory evidence to be the individuals described in and
who executed the Deed of Trust, and acknowledged that they mgned the Deed of Trust as their free and voluntary act

and deed, for the uses and purposes therein mentioned. .
' Ar-l 2008

Remdlng at 74?’\(\( [ -:’”u 4

M‘f t-‘._.ommlssmn expires J -\ t‘ | !

/// o, W S\,\\R\
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REQUEST FOR FULL RECONVEYANCE

To: , Trustee

The undarsigned is the legal owner and holder of all indebtedness secured by thls Deed of. TrUSl’ You are hereby

requested, upon payment of all sums awing to you, to reconvey without warranty, to the perscns entitled thereto, the

right, title and intarast now held by you under the Deed of Trust.

Benaficiary: )
By:
Its:

Date:

LASER FRO Landing, Wer. 5.37.00.003 Copr, Hartand Financ/al Sokutions, Inc, 1987, 2008,  All Rights Aassrvad. - WA 6\CFAIWINACFILPLIGOT FC TR-2542 PR-352
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