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DEED OF TRUST

DATE: January 27, 2023

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

1. Chapman, Jonathan

2. Chapman, Kristine M.

Grantee(s)
1. Banner Bank
2. Trustee Services. Inc., Tiustee

Legal Description: Lot 99 - 'First Add. Big Lake Water Front Tracts'
Additional on page 2

Assessor's Tax Parcel ID#: 3863-000-099-0002/P62119

THIS DEED OF TRUST is dated January 27, 2023, among Jonathan Chapman and Kristine
Chapman, a marrled couple, whose address is 2962 E Quigley Road, Langley, WA 98260
("Grantor"); Banner Bank, whose mailing address is North Sound Commercial Banking Center,
1600 Cornwall Avenue, Bellingham, WA 98225 (referred to below sometimes as "Lender" and
somelimes as "Beneficiary"); and Trustee Services. Inc., whose mailing address Is 3647 NW
Byron Street, #200, PO Box 2980, Silverdale, WA 98383 (referred to below as “Trustee™).
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CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale, right
of entry and possession and for the benefit of Lender as Beneficiary, all of Grantor's right, title, and interest in and to
the following desciibed real property, together with all existing or subsequently erected or affixed buildings,
improvements and fixtures; all easements, righls 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, including withcut limitation all minerals, oil, gas, gecthermal and similar mattars, (I‘he "Real Property”)

located in Skagit County, State of Washington:

Lot 99, “FIRST ADDITION BIG LAKE WATER FRONT TRACTS, SKAGIT COUNTY,
WASHINGTON", as per plat recorded in Volume 4 of Plats, page 15, records of Skagit
County, Washington, EXCEPT the Westerly 60 feet conveyed to Skagit County by Deed
recorded under Auditor's File No. 506013, and EXCEPT road.

Situate in the County of Skagit, State of Washington.

The Real Property or its address is commonly known as 18967 West Big Lake Boulevard,
Mount Vernon, WA 98274. The Real Property tax Identification number s
3863-000-099-0002/P62119.

Geantor hereby assigns as security to Lender, all of Grantor's right, title, and interest in and to all leases, Rents, and
profits of the Property. This assignment is recorded in accordance with RCW 65.08.070; the lien created by this
assignment is intended to be specific, petfected and choate upoen the recording of this Deed of Trust. Lender grants to
Grantor a license to collect the Renis and profits, which license may be ravoked at Lender's option and shall be
automatically revoked upon acceleration of all or part of the Indebtedness. In addition, Grantor grants to Lender a
Unitorm Commercial Code security intersst in the Personal Property and Rents.

THES DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS AND
PERSONAL PROPERTY, IS GIVEN TO SECURE (A) PERFOAMANCE OF A GUARANTY FROM GRANTOR TQ |LENDER,
AND DOES NOT DIRECTLY SECURE THE OBLIGATIONS DUE LENDER UNDER THE NOTE AND (B) PERFORMANCE OF
ANY AND ALL OBLIGATIONS UNDER THE NOTE, THE RELATED DOCUMENTS, AND THIS DEED OF TRUST. THIS
DEED OF TRUST IS GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:

GRANTOR'S REPRESENTATIONS AND WARRANTIES. Granior warrants that: (a) this Deed of Trust is executed at
Borrower's request and not at the request of Lender; {b) Granior has the full powar, right, and authority to enter into
this Deed of Trust and 1o hypathecate the Properly: (c) the provisions of this Deed of Trust do not conflict with, or
result in a default unier any agreement or othar instrument binding upon Grantor and de not result in a violation of any
law, regulation, court decree or ordar applicable to Grantor; {d) Grantor has established adequate means of obtaining
from Barrower on a continuing basis information about Borrowsr's financial condition; and (¢) Lender has made no
representation to Grantor about Barsower (Including without limitation the creditworthiness of Borrower),

GRANTOR'S WAIVERS. This Deed of Trust secures a guaranty and does not directly secure the Indabtedness due
Lender under the Note. Grantor waives any and all rights and defensas based on suralyship or impainmment of collateral
including, but not kmited to, any rights or defenses arising by reason of (a) any "one-action® or "anti-deficiency” law,
or any other law that may pravent Lender from bringing any action or claim for deficiency against Borrower, (b) any
slection of remedies by Lender which may limit Grantor's rights to proceed against any party indebted under the Nota,
or (¢) any disahility or defensa of any party indebted undsr the Note, any other guaranior of any other person by reason
of « tion of the Indehtad due under tha Note for any reascn other than full payment of the Note.

PAYMENT AND PERFORMANCE. Except as otherwise provided in this Deed of Trust, Grantor shall strictly perform all
of Grantor's obligalions under the Guaranty and under this Deed of Trust.

PQSSESSION AND MAINTENANCE OF THE PROPERTY. Lender and Grantor agree that Bomrower's and Grantor's
possession and use of the Property shall be governed by the following provisions:

Possession and Use. Unti the occumrence of an Eveni of Default, Grantor may (1) remain in possession and
control of the Property; (2) use, operate or manage the Property; and (3) collect the Rents from the Propeny
(this privilege is a license from Lender to Grantor automatically rovoked upon defauit). The following provisions
relate to the use of the Property or to other imitations on the Properly. The Real Property is not used pringipally
for agricultural purposas.

Dury to Maintain. Gramor shall maintain the Property in tenaniable condition and promptly perform all repairs,
replacements, and maintanance necessary o preserve its value.
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Nuisance, Waste, Grantor shall not cause, conduct of pemit any nuisance nor commit, pemnit, or suffer any
stripping ol or waste on or to the Property or any partion of the Properly. Without limiting the generality of the
foregoing, Grantor will not remove, or grant to any cther party the right to remove, any timber, minerals (including
ail and gas), coal, clay, scoria, soil, gravel or rock products without Lender's prior written consent.

Removal of Improvements. Grantor shall not demolish or remove any Improvements from the Real Property
without Lender's prior written oonsent. As a condition to the remaval of any Improvements, Lender may require
Grantor to make arrangements satisfactary to Lender to replace such Improvements with Improvements of at least
equal valua,

Lender's Right to Enter. Lender and Lender's agents and represantatives may enter upon the Real Property at all
reasonable times 1o attend to Lender's interests and to inspect the Real Propenty for purposes of Grantor's
compliance with the tarms and conditions of this Deed of Trust.

Compliance with Governmental Requirements. Grantor shall promptly comply, and shall promptly cause
compliance by all agents, tenants or other persons or entities of every nature whatsoever who rent, lease or
otherwise use or accupy the Properly in any manner, with all laws, ordinances, and regulations, now or hereafter
in affect, of all governmental authorities applicable to the use or occupancy of the Property, including without
limitation, the Americans With Disabllities Act. Grantor may conhtest in good faith any such law, ordinance, or
regulation and withhold compliance during any proceeding, including appropriate appeals, so long as Grantor has
natified Lender in writing prior to doing so and so long as, in Lender's sole opinion, Lenders interests in the
Property are not jeopardized. Lender may require Grantor to post adequate security or a surety bond, reasonably
satisfactory to Lender, to protect Lender's interest,

Duty to Protect. Grantor agrees neilther to abandon or leave unatiended 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 to protect and preserve the Property.

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lendar's option, (&) 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 Indehtedness and impose such other conditions as Lender deems appropriate, upon the sale or transfer,
without Lender's priar written consent, of all or any part of the Real Properly, or any imterest in the Real Property. A
*sale or transfer" means the conveyance of Real Properly or any right, fille or interest in the Real Property; whether
legal, beneficial or equitable; whether valuntary or involuntary; whether by outright sale, deed, installment sale contract,
land contract, contract for deed, leasehold interest with a term greater than three (3) years, lease-pption contract, or by
sale, assignment, or transfer of any beneficial interest in or to any land trust holding title to the Real Property, or by any
other method of conveyance of an interest in the Real Property. If any Grantor is a corporation, parinarship or limited
liability company, transfer alsa includes any restructuring of the legal entity (whether by merger, division or ctherwise)
or any change in ownership of mare than twenty-five percent (25%) aof the voting slock, partnarship interests or limited
liakility company interests, as the case may be, of such Grantor. However, this option shall not be exercised by Lender
if such axercise is prohibited by ladarat faw or by Washington law.

TAXES AND LIENS. The following provisions relating to the taxes and liens on the Property are pant of this Deed of
Trust:

Payment. Grantor shall pay when due {and in all events prior {0 delinquency) all taxes, special laxes, assessments,
charges (including water and sewer), fines and impositions levied against or an account of the Property, and shail
pay when due all elaims for work done on or for services rendered or material furnished to the Property. Grantor
shall maintain the Property free of all liens having priority aver ar equal to the intarest of Lender under this Daed of
Trust, except tor the lien of taxes and assessments nat due, except for the Exisling Indebiedness refamved 1o
below, and except as otherwise provided in this Deed of TFrust,

Right to Contest, Grantor may withhold payment of any tax, assassmant, or claim in connection with a good faith
digpute qver the obligation to pay, sa long as Lender's interest in the Proparty is not jeopardized. If a lien arises or
is filed as a result of nonpayment. Grantor shall within fifteen {15) days afier the lien arises or. if a lien s filed,
within fiftean (15) days aftar Grantor has notice of the filing, secure the discharge of the lien, or it requested by
Lender, depasit with Lender cash or a sufficient corporate surety bond or other security satisfactory to Lenderin an
amaount sufficient ta discharge the lien plus any costs and attorneys’ fees, or ofher charges that could accrue as a
result of a foreclasure ar sale under the lien. In any contest, Grantor shall defend itself and Lender and shall
satisty any adverse judgment betore enforcement against the Property. Granter shall name Lender as an additional
obligee under any surety bond fumished in the contest proceedings.

Evidenca of Payment. Grantor shall upon demand fumish to Lender satisfactory evidence of payment of the taxes
or assessments and shall authorize the appropriate governmental official to deliver 1o 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
servicas are furnished, or any materials are supplied to the Property, if any mechanic's lien, materalmen's lien, or
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cther lien could be asserted on account of the work, services, or materials.  Grantor will upon request of Lender
furnish ta Lender advance assurances satisfactory to Lender that Grantor can and will pay the cost of such
improvements.

PROPERTY DAMAGE INSURANCE. The following provisions relating to insuring the Property are a part of this Deed of
Trust

Mairtenance of hsurance. Granior shall procure and maintain policies of fire insurance with standard extended
ooverage endorsements on a replacement basis for the full insurable value covening all Improvements on the Real
Property in an amound sufficient to avoid application of any coinsurance clause. and with a standard morngagee
clause in favor of Lender. Grantor shall also procure and maintain comprehensive general liability insurance in such
coverage amounts as Lender may request with Trustee and Lender being named as additional insureds in such
liabsility insurance policies. Additionally, Granter shall maintain such other insurance, including but nat mited to
hazard, business interruption, and boilar insurance. as Lender may reasonably require. Policies shall be written in
form, amounts, coverages and hasis reasonably acceptable 1o Lender and igssued by a company or companies
reasonably acceptable to Lender. Grantor, upon request of Lender, will deliver ta Lender from time to time the
policies or certificates of insurance in ferm satisfactory 1o Lender, including stipulations that coverages will not be
cancelled or diminished withaut at least ten {10) days prior written notice to Lender. Each insurance policy also
shall include an endorsement providing that coverage in faver of Lender will not be imgaired in any way by any act,
omission or default of Grantor or any other person. Should the Real Properly be located in an area designated by
the Administrator of the Federal Emergency Management Agency as a special flond hazard area, Grantor agrees to
obtain and maintain flood insurance, if avallable, within 45 days after notice is given by Lender that the Property is
locaied in a special flood hazard area, for the full unpaid principal balance of the loan and any prior liens on the
property securing the loan, up 1© the maximum policy limits set under the National Flood Insurance Program, or as
otherwise required by Lender, and to maintain such insurance for the term of the loan. Flood insurance may be
purchased under the National Flsod Insurance Program or, if permitted by the Small Business Administration, from
private ingurers providing “private flood insurance® as defined by applicable federal flood insurance statutes and
regulations, or from another flood insurance provider that is both acceptable to Landar in its sole discretion and
permitted by applicable faderal flood insurance statutes and regulations.

Application of Proceads. Grantor shall promptly notify Lender ot any loss or damage to the Proparly. Lender may
make proof of loss if Grantor tails to do so within fiflean {15) days of the casualty. Whether or not Lender's
sacurity is impaired, Lender may, at Lender's election, receive and relain the proceeds of any insurance and apply
the procaeds to the reduction of the Indebladness, payment of any hen affecting the Property, or the restoration
and repair of the Properly. If Lender elects to apply the proceeds to restoration and repair, Grantor shall repair or
replace the damaged or destroyed Improvements in a manners safisfactory to Lender. Lender shall. upon
satisfactory proof of such expenditure, pay or reimburse Grantor from the procaads for the reasonable cost of
repair or restoration if Grantor is not in detaull under this Deed of Trust. Any proceeds which have not been
disbursed within 180 days after their receipt and which Lender has not commitied 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 accrued
intarest, and the remainder, if any, shall be applied 1o the principal batance of the Indebtedness. If Lender holds
any procaads after payment in full of the Indeblednass, such proceeds shall be paid without interest to Granior as
Grantor's interests may appear.

Compliance with Existing Indebtedness. During the period in which any Existing Ihdebledness described below is
in affect, compliance with the insurance provisions contained in the instrument avidencing such Existing
Indebledness shall constitute compliance with the insurance provisions under this Deed of Trust, to the extent
compliance with the terms of this Deed of Trust would constitute a duplcaticn of insurance requirement. |f any
proceeds fram the insurance become payable on loss, the provisions in this Dead of Trust for division of proceeds
shall apply only to that portion of the proceeds not payable to the holder of the Existing Indabtedness.

Grantor's Reporl on Insurance. Upon requesi of Lendar, however not more than once a year, Grantor shall furnish
to Lender a report on each existing policy of insurance showing: {1) the name of the insurer; (2) the risks
insured; (3} the amoumt of the policy; (4) the property insured, the then current replacement valie of such
property, and the manner of determining that value; and (5) the expiration date of the policy. Grantor shall, upon
request of Lender, have an independent appraiser satisfactory to Lernder determine the cash value replacement cost

of the Property.

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lender's interest in
the Property or if Grantor fgils to comply with any provision of this Deed of Trust or any Related Documents, including
but not limited to Grantor's failure to comply with any obligation to maintain Existing Indebledness in good standing as
required below, or to discharge or pay when due any amounts Grantor is reguired to discharge or pay under this Deed
of Trust or any Related Documenis, Lender on Grantor's behalf may (but shall not be chligated t0) take any action that
Lender deems appropriate, including but not limited to discharging or paying all taxes, liens, security interests,
encumbrances and cther claims, at any time levied or placed on the Property and paying all costs for msuring

maintaining and preserving the Property. Al such expenditures incurred or paid by Lander for such purposes will then
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bear interest at the rate charged under the Note from the date incurred or paid by Lender o the date of repayment by
Grantor. Al such expenses will become a part of the Indebtedness and, at Lender's optien, will (A) be payable on
damand; (B} be added to the balance of the Note and be apportioned amang and be payable with any insialiment
payments to become due during either {1] the term of any applicabfe insurance policy; or (2) the remaining term of
the Note; or (C) be treated as a balkoon payment which will be due and payable at the Note’'s maturity. The Deed of
Trust also will secure payment of these amounts. Such right shall be in addition to all other rights and remadies to
which Lender may be entitled upon the occumrence of any Evant of Default.

WARRANTY; DEFENSE QF TITLE. The following provisions relating to ownership of the Properly are a pari of this Deed
of Trust:

Title. Granior warrants that: {a) Grantor holds good and marketable tille of record to the Property in fee simple,
free and ciear of all liens and encumbrances other than those set forth in the Real Property description or in the
Existing Indebtedness saction below or in any title insurance policy, title report, or final title opinion issued in favor
of, and accepled 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 to Lender.

Defense of Title. Subject ta the exception in the paragraph above, Grantor warrants and will forever delend the
title ic the Praperty against the lawful claims of all 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 Grantor's expense. 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 proceeding by counsal of Lender's own choice, and
Grantor will deliver, or cause to be delivered, to Lender such instruments as Lender may request from time to time
to permit such participaticn.

Compllance With Laws. Grantor warrants that the Property and Grantor's use of the Properly complies with all
axisting applicable laws, ordinances, and regulations of governmental authorities.

Survival of Represantations and Warrantles. All reprasentations, wamanties, and agreements made by Grantor in
this Deed of Trust shall surviva the exacution and delivary of this Dead of Trust, shall be continuing in nature, and
shall remain in full force and effect until such time as Borrower's Indebtedness shall be paid in tull.

EXISTING INDEBTEDNESS. The following pravisions concerning Existing Indebtedness are a part of this Deed of Trust:

Existing Lien, The lien of this Deed of Trust securing tha Indebtadness may be sacondary and inferior to an
existing lien. Grantor expressly cavenants and ageees to pay, or sae to the payment of, the Existing Indebtedness
and to prevent any default on such indebtedness, any default under the instruments evidencing such indebtedness,
or any default under any security decuments for such indebtedness.

No Modification. Grantor shall not enter into any agreement with the holdar of any mortgage, deed of trust, or
other security agreement which has priority over this Deed of Trust by which that agreement is modified,
amended, extended. or renewed without the prior written consent of Lender. Grantor shall neither request nor
accept any future advances under any such security agreement without tha prior written consent of Lender.

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

Proceadings. If any proceeding in condemnation is filed, Grantor shall promptly notify Lender in writing, and
Grantor shall promptly take such sleps as may be necassary to dafand the action and obtain the award. Grantor
may be the nominal party in such proceeding, but Lender shall ba antitied 1o participate in the proceeding and to be
represented in the proceeding by counsel of its own choice all at Grantor's expense, and Grantor will deliver or
cause to be delivered to Lender such instrumants and documentation as may be requested by Lender from time to
time to parmit such participation.

Application of Net Proceeds. If all or any parl of the Properly is condemnad by eminent demain proceadings or by
any praceading or purchase in lieu of condemnation, Lender may at its election require that all or any porticn of the
net praceeds of the award be applied to the Indebtedness or the repair or restoration of the Property. The net
proceeds of the award shall mean the award after payment of all reasonable costs, expenses, and attorneys’ fees
incurred by Truslee or Lendsar in connaction with the condemnation.

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES. The following provisions rejating
to govemmental taxes, fees and chasges are a part of this Deed of Trust:

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

Taxes. The following shall constitute taxes to which this section applies: (1) a specific tax upon this type of
Deed of Trust or upon all or any part of the Indebtedness secured by thés Deed of Trust; (2) a specific tax on
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Borrower which Borrower is authorized or required to deduct from payments on the Indebtedness secured by this
type of Deed of Trust; {3) a tax on this type of Deed of Trus? chargeable against the Lender or the holder of the
Note; and (4) a specific tax on all or any portion of the Indebtadnass or cn payments of principal and interest
made by Borrower.

Subsequent Taxes. If any tax 1o which 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 all of its
available remedias for an Event of Defaull as provided below unless Grantor either (1) pays the tax before it
becomes delinquent, or (2) contests the tax as provided above in the Taxes and Liens section and deposits with
Lender cash or a sufficient corporate surety bond or other security satistactory to Lender.

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

Security Agreement. This instrument shafl constitule a Security Agreement to the extent any of the Property
constitutes fixtures, and Lendar shall have all of the rights of a secured party under the Uniform Comimercial Code
as amended from time 1o time.

Security Interest. Upon request by Lender, Grantor shall lake whatever action is requested by Lender to perfect
and continue Lender's security interest in the Rents and Personal Property. In addition to recording this Deed of
Trust in the real property records, Lender may, at any time and without further authorization from Grantor, file
executed counterparts, coples or reproductions of this Deed of Trust as a financing statement. Grantor shall
reimburse Lender for all expenses incurred in perfecting or continuing this security interest. Upon default, Grantor
shall not remove, sever or detach the Personal Property from the Property. Upon default, Grantor shall assemble
any Personal Property not affixed to the Preperty in a manner and at a place reasonably convenient to Grantor and
Lender and make it available to Lender within three (3) days after receipt of written demand from Lender to the
extent permilted by applicable law.

Addeesses. The mailing addresses of Granior [debtor) and Lender (secured party) from which information
conceming the security interest granted by this Deed of Trust may be obtained (each as required 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 relating to further assurances and
attorney-in-fact are a part of this Deed of Trust:

Further Assurances. At any lime, and from time to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause to be made, executed or defivered, to Lender or to Lendar's designee, and when requested by
Lender, cause 10 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, security deeds, security
agreements, financing slatements, continuation statements, instruments of further assurance. certificatas, and
other documents as may, in the sole opinion of Lendar, be necessary or desirable in order to effectuate, completa,
perfect, continue, or preserve (1) Bomrower's and Grantor's obligations under the Note, this Deed of Trust, and
the Related Documents, and (2) the kens and security interests created by this Deed of Trust on the Property,
whether now owned or hereafter acruired 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 matiers referred
to in this paragraph.

Attormey-in-Fact. i Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do so
for and in the name of Grantor and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints
Lender as Grantor's atiorney-in-fact for the purpose of making, executing, defivering, filing, recording, and doing all
other things as may be necessary or desirable, in Lender's sole opinicn, to accomplish the mattars raferred to in
the preceding paragraph.
FULL PERFORMANCE. If Grantor shall strictly perforrn all of Gramtor's obligations under the Guaranty and Grantor
othernwise parforms all the obligaticns imposed upon Grantor under this Deed of Truat, Lender shall execute and defiver
1o Trustee a request for full reconveyance and shall execute and deliver to Grantor suitable statements of termination of
any financing statement on file evidencing Lender's security inferest in the Remiz and the Personal Property. Any
reconveyance fee shall be paid by Grantor, if permitted by applicable law. The grantee in any reconveyance may be
described as the “person or persons legally entiied thersto”, and the recitals in the reconveyance of any matiers or
facis shall be conclusive proof of the truthfulness of any such matters or facts.

EVENTS OF DEFAULT. Each of the following, at Lender's option, shall constitute an Event of Default under this Deed
of Trust:
Payment Default. Borrower fails to make any payment when due under the Note Indebtedness or Grantor fails to
make any payment when due umder the Indebiedness,

Other Defaults. Bomower or Grantor fails to comply with or to perform any cother term, obligation, covenant or
condition contained in this Deed of Trust or in any of the Related Documents or to comply with ar to perform any
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term, obligation, covenant or condition cenlainad in any other agreement between Lender and Borrower or Grantar.

Dafauit Under the Guaranty. Failure by Grantar to comply with any term, obligation, covenant or condition
contained in the Guaranty,

Compllance Defaull. Failure to comply with any other term, obligation, covenant or condition contained in this
Deed of Trust, the Note ar in any of the Related Documents.

Dafault on Other Payments. Failure of Grantar within tha lime required by this Deed of Trust to make any payment
for 1axes or insurance, or any other payment necessary to prevent filing of or to effect discharge of any lien.

Default In Favor of Third Parlies. Should Borrower or any Grantor default under any loan, extension of credit,
security agreement, purchase or sales agreement, or any other agreement, in favor of any other creditor or person
that may materially atfect any of Borrower's or any Grantor's properly or Borrower's ability to repay the
Indebtedness ar Borrowar's or Granior's ability to perform their respective obligations under this Deed of Trust or
any of the Related Documents.

Falue Statements. Any warranty, representation or statament made or fumished 1o Lender hy Borrower or Grantor
or on Borrower's or Grantor's behalf under this Deed of Trust or the Related Documents is false or misleading in
any malterial respect, either now or at the fime made or furnished or becomes false or misleading at any time
thereafter.

Defective Collateralization. This Deed of Trust or any of the Related Detuments ceases to be in full farca and
effect {including failure of any collateral document to create a valid and perfected security intarest or lien) at any
fime and for any reason.

Death or Insolvency. The dissolution or termination of Bomower's or Grantor's existence as a going business, the
insolvency of Borrower ar Grantor, the appointment of a receiver for any part of Borrowar's or Grantor's property,
any assignment for the benefit of creditors, any type of creditor workout, or the commencement of any proceeding
under any bankruptcy ar insatvency laws by ar against Borrower or Grantor.

Greditor or Forfeiture Proceedings. Commencement of foraclosure or forfeiture proceedings, whather by judicial
praceeding, self-help, repossassicn or any other method, by any creditor of Borrower or Grantor or by any
governmental agency against any property securing the Indebtedness. This includes a garnishment of any of
Borrower's or Grantor's accounts, including deposit accounts, with Lender. Howaver, this Event of Defaull shall
not apply if there & a good faith dispute by Bormower or Grantor as to the validity or reasonableness of the claim
which is the basis of the creditor or forfeiture proceeding and if Borrower or Grantor gives Lender written notice of
e creditor or forfeiture proceeding and deposits with Lender monies or a surety bond for the creditor or forfeiture
proceeding, in an amount determined by Lender, in its sole discretion, as being an adequate reserve or bond for the
dispute.

Breach of Other Agreement. Any breach by Borrower or Grantor under the terms of any other agreement between
Borrawer or Grantor and Lender that is not remedied within any grace period provided therein, including without
hmitation any agreement conceming any indebtedness or other obligation of Borrower or Granter to Lender,
whether existing now of later.

Events Affecting Guarantor. Any of the preceding evenls ocours with respect 10 any Guarantor of any of the
Indebledness or any Guarantor dies or becomes incompetent, or revekes or disputes the validity of, or liability
under, any Guaranty of the Indebteriness.

Adverse Change. A malerial adverse change occurs in Borrowers or Grantor's financial condition, or Lender
believes the prospect of payment or performance of the Indebtadness is impaired.

Insecurity. Lender in gocd faith believes itself insocure.

Exizgting Indebtedness. The paymant of any installment of principal or any interast on the Existing Indebtedness is
not made within the time raquired by the promisscory note evidencing such indebtedness, or a default occcurs under
the instrument securing such indebladness and is not cured during any applicable grace paricd in such instrument,
or any suit or other action is commenced to foreclose any existing lien on the Property.

Right ta Cure, If any default, other than a default in payment, is curable and if Grantor has not been given a noice
of a breach of the same pravision of this Deed of Trust within the preceding twelve (12) months, it may be cured if
Grantor, after Lender sends written notice to Borrower demanding cure of such defaultt (1) cures the default
within fiftean (15) days: or (2} if the cure requiras mora than fifteen (15) days, immediately initiates sieps which
Lender deems in Lenders sole discratien to be sufficient to cure the defaull and thereafter continues and
completes all reasonable and necessary steps sufficient to produce compliance as scon as reasonably practical.

RAIGHTS AND REMEDIES ON DEFALAT. if an Event of Default occurs under this Deed of Trust, at any time thereafter,
Trustee of Lender may exercise any one or more of the following rights and ramedies:

Blection of Remedies. Election by Lender to pursue any remedy shall not exclude pursuit of any othar ramedy, and
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an election o make expendituras or 10 1ake action to perform an cbligation of Grantor under this Deed of Trust,
after Grantor's failure to perform, shall not affect Lender's right to declare a default and exercise its remedies.

Accelerate Indebtedness. Lender shall have the right at its option to declare the entire Indebladness immediately
due and payable. inchuding any prepayment penalty which Borrowar woutbd be required to pay.

Foraclosure. With respect to all or any part of the Real Property, the Trustee shall have the right 10 exeicise its
power of sale and to foreclose by nofice and sale, and Lender shall have the right to foreclose by judicial
foraclosure, in either case m accordance with and to the full extent provided by applicable law.

UCC Remedies. With respect to all v any pan of the Parsonal Propeny. Lender shall have all the rights and
remedies of a secured party under the Uniform Commercial Code.

Collect Renls.  Lendar shall have the right. without notice to Bomrower or Grantor to take possession of and
manage the Property and collect the Rents, induding amounts past due and unpaid, and apply the net proceeds,
over and above Lender's costs, against the Indebtedness. In furtherance of this right. Lender may require any
tenant or other user of the Proparty to make paymenis of rent or use fees directly to Lender. K the Renis are
collected by Lander, then Grantor wrevocably designates Lender as Grantor's attomey-infact 1o endorse
instruments received in payment theveof in the name of Grantor and 1o nagoliate the same and collect the
proceeds. Payments by tenants or other users to Lender in response to Lenders demand shall satisfy the
obligations for which the payments are macde, whathaer or not any proper grounds for the demand existed. Lender
may exercise its rights under this subparagraph either in persan, by agent, or through a receiver.

Appoint Receiver. Lender shall have tha right 1o have a receiver appointed 1o take possession of all or any part of
the Properly, with the power to protect and preserve the Properly, 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 Indebltednoss. The receiver may serve without bond if permitted by law. Lenders
right to the apponiment of a receivar shall exist whether or not the appasent value of the Property exceeds the
Indebtednoss by a substantial amount. Employment by Lender shall not disqualify a person from senving as a
raceiver.

Tenancy at Sufferance. f Grantor remains in passession of the Property after the Property is sold as provided
above or Lerder otherwise becomes entitled 1o possession of tha Property upon default of Borower or Gramtor,
Granter shall bacome a tenant at sulfferance of Lender or the pwchaser of the Properly and shall, at Lender’s
option, eilher (1) pay a reasonable rental for the use of the Propenty, 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 Nole
or available at law or in agquity.

Notice of Sale. Lender shall give Granior reasonable notice of the time and place of any public sale of the Persanal
Property or of the time aftar which any private sale or cther intended disposttion of the Personal Proparty is to be
made. Reasonable notice shall mean notice given at least ten (10} days befora the time of the sale or disposition.
Any sale of the Personal Properly may be made in conjuncticn with any sale of the Aeal Property.

Sale of the Proparty. To the extant permitted by applicable law, Borrower and Grantor hereby waives any and all
rights to have the Property marshalled. In exercising its rights and remedias, the Trusiee or Lender shall be frae to
sall all or any parl of the Property together or separately, in one sake or by separate sales. Lender shall be entitlad
to bid at any public sale on all or any portion of the Proparty.

Attomeys* Fens; Expenszes. If Lender institutes any suit or action to enforce any of the terms of this Deed of
Trust, Lender shall be enfiled to recover such sum as the court may adjudge reasonable as attorneys' faes at wial
and upon any appeal. Whether or not any court action is mvolved, and to the exient nat prohibited by law, all
reasonable expenses Lender incurs that m Lenders opinion are necessary at any time for the protection of its
interest or the enforcement of its rights shall become a part of the Indabtedness payahle on demand and shall bear
mterest at the Nole rate from the date of the axpenditure until repaid. Expenses covered by this paragraph includa,
withaut mitation, howavar subjact 1o any imits under applicable taw, Lender's attomeys' fees and Lender’s legal
expenses, whether or not there is a lawsuit, including attomeys’ fses and expenses for bankruptcy proceedings
({including efforts to modify or vacate any automatic stay or injunction), appeals, and any anticipated post-judgment
collection services, the cost of searching records, obtaining tile repens {including foreclosure Teports}, surveyors'
reperts, and appraisal fess, title insurance, and fees for the Trustee, to the exient permitied by applicable law.
Grantor also will pay any court costs, in addition to all other sums provided by faw.

Rights of Trestee. Trusiee shall have all of the rights and dulies of Lander as set forth in this section.

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

Powers of Trusee. In addition to ak powers of Trustee arising as a matier of law, Trustee shall have the power 1o
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take the following actions with respect to the Property upan the writtan request of Lender and Grantor: (a) join in
preparing and filing a map or plat of the Real Property, including the dedication of straets or other rights to the
public: (b} Join in granting any easement or craating any restriction on the Real Propenty: and {c) join in any
subordination or othar agreement affecting this Deed of Trust or the Interest of Lender under this Deed of Trust,

Obligations to Motlfy. Trustee shall nat be obligated to notify any othar party of a pending sale under any other
trust deed or lien, or of any action or proceeding in which Grantor, Lender, or Trustee shal be a party, uniess
required by applicable law, or uniess the action or proceeding is brought by Trustee,

Trustee. Trustes shall meet all qualifications required for Truslee under applicabte 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 10
foreclose by notice and sale, and Lender shall have the right to foreclose by judicial foreclosure, in either case in
accondance with and to the full axtent provided by applicable (aw.

Succassor Trustes. Lender. at Lender's option, may from time to time appeint & successor Trusiae to any Trustee
appolnted under this Deed of Trust by an instrument executed and acknawledged by Lender and recorded in the
office of the recordar of Skagit County, State of Washington. The instrument shall contain, in addition to all other
matters required by stale law, the names of the original Lender, Trustea, and Grantor, the book and page or the
Audilor's Fila Number where this Deed of Trust is recorded, and the name and address of the successer trustee,
and the Instrument shall be executed and acknowledged by Lender or its successers in interest. The successor
trustee, without convayance of the Property, shall succeed to all the title, power, and duties conferred upon the
Trustee in this Deed of Trust and by applicable law. This procedure for substitution of Trustee shall govem to the
exclusion of all other provisions tor substitution.

NOTICES. Subject to applicable law, and except for notice required or atlowed by law to be given in another manner,
any notice raquired to be given under this Deed of Trust, including without limitation any notice of default and any
notice of sale shall be given in writing, and shall be effective when actually delivered, when aciually received by
telefacsimile {unless otherwise required by law), whan depositad with a nationally racognized ovemight courier, or, if
mailed, when depasited in the United States mall, as first class, caertified or registered mail postage prepaid, directed to
the addresses shown near the beginning of this Deed of Trust. All copies of notices of foreclosure from the holder of
any lien which has priority over this Daad of Trust shall be sent to Lender's address, as shown near the beginning of
this Deed of Trust. Any party may change its address for notices under this Deed of Trust by giving formal writien
natice to the other parties, spacifying that the purpose of the notice is to change the panty's address. For notice
purpeses, Grantor agrees to keep Lender informed at all times of Grantor's current address. Subject to applicable law,
and except for notica required or allowed by law to be given in another manner, if there is more than one Grantor, any
notice givan by Lender to any Grantor is deemed to be natice given to all Grantors,

SBA PROVISION. The Loan secured by this lien was made under a United States Small Business Administration (SBA}
nationwide program which uges tax dollars to assist small business owners. If the United States is seeking 10 enforce
this document, then under SBA regulations:

a) When SBA is the holder of the Note, this document and all documents evidencing or securing this Loan will be
construed in accardance with federal law.

b) Lender or SBA may use local or state pracedures for purposas such as filing papers, recording documents, giving
nolice, faraclasing liens, and othar purposes. By using these procedures, SBA does not waive any federal immunity
from local or state cantral, penalty, tax or liability. Mo Borrower or Guarantor may claim or assert against SBA any local
or state law to deny any obligation of Borrower, or defeat any claim of SBA with respect to this Loan.

Any clause in this docurmant raquiring arbitration is not enforceable when SBA is the holder of the Note secured by this
instrument.

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

Amendments. This Deed of Trust, together with any Related Documents, constitules the entire understanding and
agreement of tha parties as ta tha matiers set forth in this Deed of Trust. Mo atteration of or amendment to this
Deed of Trust shall be effective unless given in writing and signed by the party or parties sought to be charged or
bound by the altaration or amendment.

Annual Reports. If the Property is used for purposes other than Grantors residence, Grantor shall furnish 1o
Lender, upon request. a certified statement of net operating income received from the Property during Grantor's
previous fiscal year in such form and detail as Lender shall require. "Met operating income® shall mean all cash
recaipts from the Property less all cash expenditures made in connection with tha operation of the Property.

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

Merger. There shall ba no morgear of the interest or estate created by this Deed of Trust with any other inlenast of
estate in the Property at any time held by or for the benefit of Lender in ary capacity, without the written consent
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of Leander.

Applicable Law. The Loan secured by this lien was made under a United States Small Business Administration
(SBA) natlonwide program which uses tax dollars to assist small business owners. It the United States is sealdng
) anfares this documant, then undar SBA regulations: {a) When SBA is the holder of the Haote, this document and
all documents avidencing or sacuring this Loan will be construed in accordance with federal law. (b) Lender or
SBA may use local or slale procedures for purposes such as filing papers, reconding documents, giving notice,
foreclosing liens, and other purposes. By using these procedures, SBA does not waive any federal immunily from
local or state control, penalty, tax or liability. No Borrower or Guarantor may claim or assert against SBA any local
or siate law to deny any obligation of Bormower, or defeat any claim of SBA with respect to this Loan. (¢) Any
clause in this document requiring arbitration is not enforceable when SBA is the halder of the Note sacured by this
ingtrument.

Choice of Yenue. N there is a lawsuit, Grantor agrees upon Lender's request to submit to tha jurisdiction of the
courts of Whatcom County, State of Wagshinglon.

Joint and Sevaral LiabiRty. All obEgations of Borrower and Grantor under this Deed of Trust shall be joint and
several. and all references 1o Grantor shall mean gach and every Grantor, and all references to Borrower shall mean
each and every Borrower. This means that each Grantor signing below is responsible for all obligations in this
Deed of Trust.

N Waiver by Lender. Lander shall not be o d to have waived any rights under this Deed of Trust unless such
walver is given in writing and signed by Lender. Mo delay or cmission on the part of Lender in exercising any right
shall operate as a waiver of such right or any other right A waiver by Lender of a provision of this Deed of Trust
shajl not prejudice or constiluie a waiver of Lender's right otherwise to demand strict compliance with thal
provision or any other provision of this Deed of Trust  No prior waiver by Lender, nor any course of dealing
between Lander and Grantor, shall constitute a waiver of any of Lender's fights or of any of Grantor's obligations
as to any fulure transactions. Whenever the consent of Lender is required undar this Deed of Trust, the granting
of such consent by Lender in any instance shall not constitute continuing consent to subsequent instances whevre
such consant is raquired and in all cases such consent may be granted or withheld in the sole discretion of Lender.

Severability. If a court of competent jurisdiction finds any provision of this Deed of Trust to be illegal, nvahd, ar
unenforceable as i any parson or circumstance. that finding shall not make the offending provision illegal, invalid,
or unanforceabla as ta any other parsen or circumstanca. i feasible, the offending provision shall be considered
muodified so that it becomes lagal, valid and enforceable. i the offending provision cannat be so modified, it shall
be considerad deleted from this Deed of Trust Unless otherwise required by faw, the illegality, invalidity, or
unentorceability of any provision of this Deed of Trust shall not affect the legality, validity or enforceability of any
other provision of this Deed of Trust.

Successors and Assigns. Subject to any limitations stated in this Deed of Trust on transier of Grantor's interest,
this Deed of Trust shall be binging upon and inure 1o the benefit of the parties, their successors and assigns. If
ownership of tha Property becomes vested in a person other than Grantor, Lender, without notice to Grantor, may
deal with Grantor's succassors with rafarance to this Deed of Trust and the Indebtedness by way of forbearance or
axtension without releasing Grantor from the obligations of this Deed of Trust or hability under the Indebiedness.

Time is of the Essence. Time is of the essence in the performanca of this Deed of Trust.

Waive Jury. Al parties to this Doed of Trust hereby waive the right to any jury trial in any action, proceeding, or
counberclaim braught by any party against any other party.

‘Walver of Homesiead Exemplion. Geranior hereby releases and waives all righls and benefits of the homesiead
axemption laws of the State of Washington as to all Indebtedness secured by this Deed of Trust.

DERANITIONS. The following capitalized words and terms shaB have the following maanings when used in this Daed of
Trust. Unless spacifically stated to the contrary, all references to dollar amounts shall mean amaounts i lzwful money
of the United States of America. Werds and terms used in the singular shall include the plural, and the plural shal
inchsde the singular, as the context may require. Words and terms not otherwise defined in this Deed of Trust shall
have the meanings attributed ta such terms in the Uniform Commercial Code:

Beneficiary. The word "Beneficiary” means Barmar Bank, and its succassors and assigns.

Bornowar. The word “Borrower® means Wood Stoves Eic., Inc. and nchudes all co-signers and co-makers sigrwng
the Mote and all their successors and assigns.

Deed of Trust. The words "Doed of Trust™ mean thic Deed of Trust among Grantor, Lendes, and Trustee, and
includes without Mmitation all assignment and sacurity intarast provisions relating to the Personal Property and
Rents.

Event of Default. The words "Event of Default® mean any of the evenis of default sal farth in this Deed of Trustin
the evenis of default section of this Deed of Trust.
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Existing Indebtedness. The wards "Existing Indabtednass® mean the indebledness described in the Existing Liens
provision of this Deed of Trust.

Grantor. The word "Grantor™ means Jonathan Chapman and Kristine M. Chapman.

Guaranter. Tha word "Guarantor® means any guarantor, surety, or accommodation party of any or all of the
Indebltedness.

Guaranty. The word *Guaranty” means the guaranty from Grantor to Lender, including without limitation a
guaranty of all or part of the Note.

Improvements. The word "Improvements® means all existing and future improvements, buildings, structures,
mobile homes affixed on the Aeal Propenty. facilities, additions, replacements and other construction on the Real
Property.

Indebtedness. The word "Indebtedness™ means all obligations of Grantor under the Guaranty, together with all
renewals of, extensions of, madifications of, consclidaticns of and substitutions for the cobligations under the
Guaranty and any amounts expended or adv d by Lender to discharge Grantor's cbligations or expenses
incurred by Trustea or Lender o enfarce Grantor's obligations under this Deed of Trust, together with interest on
such amounts as provided in this Deed of Trust.

Lender. The word "Lender" means Banner Bank, its successors and assigns.

Note. The word "Note” means the promissory nole dated January 27, 2023, in the original principal
amount of $1,550,000.00 from Barrower to Lendar, together with all renewals of. extensions of,
maodifications of, refinancings of, consolidations of, and substitulions for the promissory note or agreement.
NOTICE TO GRANTOR: THE NOTE CONTAINS A VARIABLE INTEREST RATE.

Personal Property. The words "Personal Property” mean all equipment, fixtures, and other articles of personal
property now or hereatter owned by Grantor, and now or hereafler atached or affixed to tha Real Property:
together with all accessions, pans, and additions to, all raplacements of, and all substitutions for, any of such
property; and together with all issues and prolits thereon and procaeds {including without limilation all insurance
proceeds and refunds of premiums) fram any sale or other disposition of the Property.

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

Real Property. The words "Real Property™ mean the veal property, inlarasts and rights, as further described in this
Deed of Trust.

Related Documents, Tha words “Related Documents” mean all promissory noles, credit agreements, loan
agreaments, security agraametis, mongages, deeds of trust, security deeds, collateral mortgages, and all other
Instruments, agreements and documents, whether now or hereafler existing, axacuted in connaction with the
Indebtedness: provided, that guaranties and environmental indemnity agreemeants are net "Relatad Documeants® and
are not secured by this Deed of Trust.

Rents. The word "Rems" means all prosent and fulure renis, revenues, income, issues, royalties, profits, and
other benalits derived from tha Proparty.
Trustee. The word "Trustee" means Trustea Services. Inc., whose mailing address is 3647 NW Byron Street,
#200, PO Box 2980, Siverdale, WA 98383 and any substitule or successor trusiees.
EACH GRANT! WLEDGES HAVING READ AlL THE PROVISIONS OF THIS DEED OF TRUST, AND EACH
GRANTOR TERMS.

Krigtine M. Chapman
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INDIVIDUAL ACKNOWLEDGMENT
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REQUEST FOR FULL RECONVEYANCE

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 to you, 10 reconvey without warranty, o the persons entitled therato, the
right. tithe and interest now held by you under the Deed ol Trust.

Date: Beneficiary:
By:
Its:
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