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DATE: October 25, 2001

Reference # (if appllcable) 1050000685 Additional on page ____
Grantor(s):

1. Ellis, John

2, Ellis, Shannon-. .

Grantee(s)
1. Horizon Bank ; o
2. Westward Financial Serwces Inc, Trustee

2,3
Legal Description: Ptn Tract ar, "BURLINGTON ACREAGE", (aka Lots %, Burlington Short
Plat No. S§ 5-00 and Lots =4 Burlington ___Sh'qrt Plat No. SS 4-00) Additional on page 9

Assessor's - Tax. . Parcel |D#:
3867-000-047-0600,3867-000-047-1 200 3867-000—-047—0800 3867-000-047-0700

THIS DEED OF TRUST is dated October 25, 2001 among John Ellis and Shannon Ellis,
husband and wife ("Grantor"); Horizon Bank, whose mailing address is Cornwall Office, 1500
Cornwall/PO Box 580, Bellingham, WA 98227—0580 (referred to below sometimes as
"Lender” and sometimes as "Beneficiary”); and” Westward. Financial Services Inc, whose
malling address is 1500 Cornwall Avenue, Belllngham WA 98225 (referred to below as
"Trustee").
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:.::CONVEYANCE AND GRANT. For valuable consideration, Granfor conveys 1o Trustee in frust with power of sale, right
- of enitry and possession and for the benefit of Lender as Beneficiary, a!l of Grantor's right, fitis, and inferest in and to the
+ following described real property, together with all existing or subsequently erectad or affixed buildings, improvements and
fixturas;-all easements, rights of way, and appurtenances; all water, water rights and ditch rights (including stock in utilittes
with ditch or |rngat|on rights); and all other rights, royalties, and profits relating to the real property, including without limitation
all minerals, oil; gas, gecthermal and similar matters, (the "Real Property") located in Skagit County, State

of Washmgton'
Ses attached

The Real Property or its address Is commonly known as 993,981,1003,1011 Peterson Rd,
Burlington, WA '98233. The Real Property tax identification number is
3867-000-047-0600, _386:@000-047-1 200,3867-000-047-0800,3867-000-047-0700

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

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

PAYMENT AND PEHFORMANCE Except as otherwrse provided in this Deed of Trust, Grantor shall pay o Lender all
amounts secured by this Deed of Trustas théy. become due, and shall strictly and in a timely manner perform all of Grantor's
obligations under tha Note, this Dead of Trusl ‘and the Related Documents.

POSSESSION AND MAINTENANCE OF THE PROPERTY Grantor agrees that Grantor’s possession and use of theProperty
shall be governed by tha following provrSrons

Possession and Use. Until the acclirence of-an Event of Default, Grantor may (1) remain in possession and control of
tha Property; (2) use, operate or manage the Froperty; and (3) collect the Rents from the Property {this privilege is a
license from Lender to Grantor awtomatically revoked upon default). The following provisions relate lo the use of the
Proparty or to other limitations on the Property The' Real Property is not used principally for agricultural purpcses.

Duty to Maintain. Grantor shall mainlain the Propeny in tenantable condition and promptly perform all repairs,
replacements, and maintenance necessary o preserve its value.

Compliance With Environmental Laws. Grantor represents and warrants to Lander that: (1) During the period of
Grantor's ownership of the Property, there has:been ne use, generation, manufacture, storage, treatment, disposal,
release or threatened release of any Hazardous Substance by any:person on, under, about or frem the Property; (2)
Grantor has no knowledge of, or reason to believe that therehas bsen, except as previously disclosed to and
acknowledged by Lender in writing, (a) any breach or viofation of any Environmental Laws, (b} any use, generation,
manufacturs, storage, treatment, disposal, release or threatened release of any Hazardous Substance on, under, about
or from the Property by any prigr owners or occupants, of the Property, or (c} any actual or threatened litigation or
claims of any kind by any person relating to such matters;'and_(3)- Except as previously disclosed to and acknowledged
by Lender in writing, (a) neither Grantor nor any tenant, coniractor, ‘agent or. other authorized user of the Property shall
use, generate, manufacture, store, treal, dispose of or release aty Hazardous:Substance on, under, about or from the
Property; and (b) any such activity shall be conducted in compliance with all applicable federal, state, and local laws,
regulations and ordinances, including without limitation all Environmental Laws. Grantor awthorizes Lender and its
agents to enter upon the Properly to make such inspections and les!s, at Grantor's expense, as Lender may deem
appropriate to determine compliance of the Property with this sechon of thé Deed of Trust. Any inspeclions or tests
made by Lender shall be for Lender's purposes only and shall nol be construed to.create any responsibility or liability on
the part of Lender o Grantor or to any other person. The representations and warranties contained herein are based on
Grantor's due diligence in invesligating the Property for Hazardous Substgnces. Grantor hereby (1) releases and
waives any future claims against Lender for indemnity or contribution in the event Grantor:becomes liable for cleanup or
other costs under any such laws; and (2) agrees to indemnify and hold harmless Lender against any and all claims,
losses, ligbiliies, damages, penalties, and expenses which Lender may directly or indirectly sustain or suffer resulting
from a breach of this section of the Deed of Trust or as a consequence of any-use, generation, manufacture, storags,
disposal, release or threatened release occurring prior ta Grantor's ownership ‘or. intérest'in tHe Properly, whether or not
the same was or should have been known to Grantor, The provisions of this section-of the Deed of Trust, including the
obligation to indemnity, shall survive the payment of the indebtedness and the satisfaclion and reconveyance of the lien
of this Deed of Trust and shall not be affected by Lender's acquisition of any mlerest |n the Property whether by
foreclosure or otherwise.

Nuisance, Waste. Grantor shall not cause, conduct or permit any uisance nar commrt permlt or: suffer any stripping of
or wasta on or lo the Property or any portion of the Properly. Without fimiting the generality of the foregoing, Grantor will
not remove, or grant to any othar party the right to remove, any timber, minerals (lncludmg oil and gas), coal, clay,
scoria, soil, gravel or rock products without Lender's prior writlen consent.

Removal of Improvemenis. Grantor shall not demolish or remeve any Improvements from fhe Real Properly without
Lender's prior written consent. As a condition to the removal of any Improvements, Lender may-raduire Grantorto make
arangements satisfactory to Lender to replace such Improvements with Improvements of at least equal va|ue

fender’s Right to Enter. Lender and Lender’s agents and representatives may enter upon the Real” Property at all
reasonable limes to attend to Lender's interasts and lo inspect the Real Property for purposes of Grantors compllance
with the terms and conditions of this Deed of Trust.

Compliance with Governmental Requirements. Grantor shall promptly comply, and shall promplly cause complranca :
by all agents, tenants or other persons or enlities of every nature whatsoever who rent, lease or otherwise ‘\use or oecupy :
the Property in any manner, with all laws, ordinances, and regulations, now or heraafter in effect, of all governmental
authorities applicable fo the use or occupancy of the Property, including without limitation, the Americans With. Digabliities -
Act. Grantor may contest in good faith any such law, ordinance, or regulation and withhold compliance during .ary.~

proceeding, including appropriate appeals, so long as Grantor has notified Lender in wriling pricr 1o 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 adeqguate securlty or a surely bond, reasonably satisfactory to Lender, o protect Lender’s interest.

Duly to Protect. Grantor agrees neither to abandon or leave unattended the Property. Grantor shall do all other ects in
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§ _addltror\ to those acts set forth above in this section, which trom the character and use of the Property are reasonably
¢ i+ necessary to protect and presarve the Property.

Consl_r_u.c)_lon Loan. If some or all of the proceeds of the toan creating the indebtedness are to be used to construct or
gomplete construction of any Improvements on the Property, the Improvements shall be completed no later than the
:maturity date of the Nole (or such earlier date as Lender may reasonably establish) and Grantor shall pay in full all costs
:and expenses in connection with the work. Lender will disburse loan proceeds under such terms and conditions as
lL.ender mdy deem reasonably necessary to insure that the interest crealed by this Deed of Trust shall have priority over
all possible-liens, including those of material suppliers and workmen. Lender may require, among other things, that
disburserient- requesis be supported by receipted bills, expense affidavils, waivers of liens, construclion progress
raports, and such other documentation as Lender may reasonably request.

TAXES AND' LIENS “The rollowmg provisions relating to the taxes and liens on the Property are part of this Deed of Trust:

Paymem Grantor shall pay whan due (and in all events prior to delinquency) all laxes, special taxes, assessments,
charges (including water and sewer), fines and impositions levied against or on account of tha Property, and shall pay
when duse all claims for work dene on or for services rendered or malerial furnished to the Property. Grantor shall
maintain the Préperty free of all liens having priority over or equal to the interest of Lender under this Deed of Trust,
axcept for the lign of taxes and assessments not due and except as otherwise provided in this Deed of Trust.

Right to Contest. Grantor<may withhold payment of any tax, assessmenl, or claim in connection with a good faith
dispute over the obligation to-pay, so long as Lender’s interest in the Properly is not jeopardized. If a lien arises or is
fled as a result of nonpayment, Graitor shall within fifteen (15) days after the lien arises or, if a lien is filed, within fifteen
(15) days afler Grantor has notice-of.the filing, secure the discharge of the lien, or if requested by Lender, deposit with
Lender cash or a sufficient corporate: surety bond or other security safisfactory to Lender in an amount sufficient to
discharge the lien plus any costs and atiorneys' fees, or other charges that could accrue as a result of a foreclosure or
sale under the lien. In any contes!, Grantor shall defend itself and Lender and shall satisfy any adverse judgment befora
enforcement against the Propedy Granlor shall name Lender as an additicnal obligee under any surety bond furnished
in the contest proceedings. - :

Evidence of Payment. Granlor shall upon demand furnish to Lender satisfaclory evidence of payment of the taxes or
assessments and shall authorize the appropriale-governmental official lo deliver to Lender at any time a wrilten statement
of the taxes and assessments against the Property. .

Notice of Construction. Granlor shall. notify. Lender at least fifteen (15) days before any work is commenced, any
services are furnished, or any materials are stpplied o the Property, it any mechanic's lien, materialmen’s lien, or other
lien could be asserled on account of the work; serviges, or materials. Grantor will upon request of Lender furnish to
Lender advance assurances satistactory to. Lender that Grantor can and will pay the cost of such improvements.

PROPERTY DAMAGE INSURANCE. The followmg prows:ons relating to insuring the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and maintain policies of fire insurance with standard extended
coverage endorsements on a fair value basis for:fhie full insurable value covering all Improvements on the Real Property
in an amount sufficient to avoid application of any.cginsurance clattse, and with a standard morigagee clause in favor of
Lender. Grantor shall also procure and maintain comprehensive genaral liability insurance in such coverage amounts as
Lender may request with Trustee and Lender being named as-additional insureds in such liability insurance paolicies.
Addmonally, Grantor shall maintain such other insurance,.including but‘not limited to hazard, business interruption, and
boiler insurance, as Lender may reasonably raquire. Policies shall be written in form, amounts, coverages and basis
reasonably acceptable to Lender and issued by a company or companies reasonably acceptable to Lender. Grantor,
upen request of Lender, will deliver to Lender from time to-fimg-the policies or cerlificates of insurance in form
satisfactory to Lender, including stipulations thal coverages ‘willnot'be-¢ancelled or diminished withoul at least ten (10)
days prior written nolice to Lender. Each insurance policy also shalt inckide an‘endorsement providing that coverage in
favor of Lender will not be impaired in any way by any act, omission or default 6f Grantor or any other parson. Should
the Real Property be located in an area designated by the Director of the Federal Emergency Management Agency as a
special flood hazard area, Grantor agrees to oblain and maintain:Federal Flood Insurance, if availabie, within 45 days
after notice is given by Lender that the Property is located in a special flobd hazard area, for the full unpaid principal
balance of the loan and any prior lians on the property securing the lean, up: }o the maximum pollcy limits set under tha
National Flood Insurance Program, or as otherwise required by Lender, and to rnarntarn such insurance for the term of
the loan.

Application ot Proceeds. Grantor shall promptly nofify Lender of any Ioss or damage io the Property. Lender may
make proof of loss if Grantor fails to do so within fiftleen (15) days of the casualty, Whether-or not Lender’s security is
impaired, Lender may, at Lender’s election, recelve and retain the proceeds of anyinsurance and apply the proceeds to
the raduction of the Indebtedness, payment of any lien affeciing the Propeiy, or thé 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, upon satisfactory proof of such expendlture
pay or reimburse Grantor from the proceeds for the reasonable cost of repair or restoration if Grantor is nct in default
under this Deed of Trusl. Any procesds which have not been disbursed within 180, days.&fter their feceipt and which
Lender has not committed to the repair or restoration of the Property shall be used first to-pay.dny amount owing to
Lender under this Deed of Trust, then to pay accrued interest, and the remainder, if any, shall be applied to the principal
balance of tha Indsbledness. If Lander holds any proceeds after paymant in full of the Indebtedness, such proceeds
shall be paid without interest to Grantor as Grantor’s interests may appear,

Unexplred Insurance al Sale. Any unexpired insurance shall inure to the benefit of, and pass to the purchaser of the
Property covered by this Deed of Trust at any trustee’s sale or other sale held under the provisions- of thls Deed of Trust
or at any foreclosure sale of such Property.

Granter’s Report on Insurance. Upon request of Lender, however not mere than once a year, Grantor shell furms’n to
Lender a report on each existing pelicy of insurance showing: (1} the name of tha insurer; (2) the risks/insured; (3)
the amount of the policy; (4) the property insured, the then current replacement value of such property, and the ' manner
of determining that value; and (5) the expiration date of the policy. Grantor shall, upen request of Lender, heve an*:.
independent appraiser salistactory fo Lender determine the cash value replacement cost of the Proparty. =

LENDER’S EXPENDITURES. if any action or proceeding is commenced that would materially affect Lender’s mieresi in. thef'
Property or if Grantor fails to comply with any provision of this Deed of Trust or any Relaled Documents, including bt nof .-
limited to Grantor’s failure to discharge or pay when due any amounts Granlor is required to discharge or pay under-this Deed -+
of Trust or any Related Documents, Lender on Grantor’s behalf may (but shall not be obligated o} take any action that Lendar™ =
deems appropriate, including but not limited to discharging or paying all taxes, liens, securily interests, encumbrances and--
other claims, at any time levied or placed on the Property and paying all costs for insuring, maintaining and preserving tha
Property. All such expenditures incurred or paid by Lender for such purposes will then bear interest at the rate charged
under the Note from the date incurred or paid by Lender to the dale of repayment by Grantor. All such expenses will bacome .~
a part of the Indebledness and, at Lender's option, will {A) be payable 77 = mddad da tha halance of the,
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) No#e and be appomoned among and be payable with any installment paymenis to become due during either (1) the term of
any dpplicable insurance palicy; or (2) the ramaining term of the Note; or (C) be treated as a balloon payment which will be
“diie and payable at the Note's maturity. The Deed of Trust also will secure payment of these amounts. Such right shall be in

addmon to all othar rights and remedies to which Lender may be enfitied upon Default.

'}rMAR‘RANTY DEFENSE OF TITLE. The following provisions relating to ownership of the Property are a part of this Deed of
rust:

':k‘mle. Grantor warrants that: (a) Grantor holds good and marketable title of record to the Property In fee simple, free
and. clear of allliens and encumbrances other than those set forth in the Real Property description or in any fitle
insurance palicy, title report, or final title opinion issued in faveor of, and accepted by, Lender in connection with this Desd
of Trust, and (b) Grantor has the full right, power, and authority to execute and deliver this Deed of Trust to Lender.

Defense ol' Title. Subject to the exception in the paragraph above, Grantor warrants and will forever defend the titie to
the Property against theJawful claims of all persons. In the event any action or proceeding is commenced that questions
Grantor's title orthe interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the action at Grantor’s
expense. Grantor-may he.the nominal party in such proceeding, but Lender shafl be antitied to participate in the
proceeding and.fo be represented in the proceading by counsel of Lender's own choice, and Grantor will deliver, or
cause to be dellvared fa Lender such instruments as Lender may request from time to time to permit such participation.

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

Survival of Flepresenlalioris and“Warranties. All representations, warranties, and agreemen!s made by Grantor in this
Deed of Trust shall survive the execlition and defivery of this Deed of Trust, shall be continuing in nature, and shall
remain in full force and effecl uritil such time as Grantor’s Indebledness shall be paid in full.

CONDEMNATION. The fot!owmg prowsmns relahng to condemnation proceedings ars a part of this Deed of Trust:

Proceedings. If any procesding in condemnatlon is filed, Grantor shall promptly nolify Lender in writing, 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 entitied lo participate in the proceeding and fo be reprasented in
the proceeding by counsel of its own ghoice alt at Grantor's expense, and Grantor will deliver or cause to be delivered to
Lender such Instruments and dacumentatlon as may be requested by Lender from time to time to permit such
participation.

Application of Net Proceeds. I aII or any parl of Ihe Property |s condemned by eminent domain proceedings or by any
proceeding or purchase in liev of condemnation, Lender may at its election require that all or any portion of the net
proceeds of the award be applied to the Indebtedness or the repair or restoration of the Properly. The nel proceeds of
the award shali mean the award after payment of all reasonable coslts, expenses, and attorneys’ fees incurred by Trustee
or Lender in connection with the condemnation, .+~

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES. The following provisions refating fo
governmental taxes, fees and charges are g 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 other acticn is requested by Lender to perfact and conlinue Lender'’s lien on the Real
Property. Grantor shall reimburse Lender for all taxes, as described below, togsther with all expenses incurred In
recerding, perfecting or confinuing this Deed of Trust, including withcut limitation all taxes, fees, documentary stamps,
and other charges for racording or registering this Deed of Trust k

Taxes. The following shall constitute taxas to which this. sephon applies: (1) a specific tax upon this type of Deed of
Trust or upon al or any part of the Indebtedness secured by this Deed of Trust; (2) a specific tax on Grantor which
Grantor is authorized or required to deduct from payments ‘on_the fndebtedness secured by this type of Deed of Trust;
(3) a tax on this type of Desd of Trust chargeable against the Lender or'the holder of the Note; and (4) a specific tax
on all or any portion of the indebtedness or on payments of principal and interest made by Grantor.

Subsequent Taxes. If any tax to which this section applies is enacted 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 remedies for
an Event of Default 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 secfion.-and’ deposrfs wﬂh Lender cash or a sufficient
corporate surety bond or other security satisfactory to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. The following prowsmns reiatlng to |hIS Deed of Trust as a security
agreement ara a part of this Deed of Trust:

Security Agreement. This instrument shall constitute a Security Agreemsnt o the axtent any of the Properly constitutes
fixtures, and Lender shall have all of the rights of a secured party under the Uniform: Commerclal Code as amended from
time to time.

Security Interest. Upon request by Lender, Grantor shall execute financing slalements and take whatever other action
is requested by Lender to perfect and continue Lender’s security interest in the Rents and Personal Property. In addition
to recording this Desd of Trust in the real property records, Lender may, at any time and-without further authorization
from Grantor, file executed counterparts, copies 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. Jpon default, Grantor
shall not remove, sever or detach the Personal Property from the Property. Upon defaull, Grantor shall assemble any
Personal Property not affixed to the Property In a manner and at a place reasonably convenjent to,Grarilor and Lender
and make it available to Lender within three (3) days after receipt of written demand from Lender to the extent parmitted
by applicable law.

Addresses. The mailing addresses of Grantor (debtor) and Lender (secured party) from wmch Informallon concermng
the security interest granted by this Deed of Trust may be obtained (sach as required by the Uniform: Commerelal Code)
are as slated 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 time, and from time to time, upon request of Lender, Grantor wil make axecule and
deliver, or will cause to bs made, executed or delivered, to Lender or to Lender’s designee, and when requested by:
Lender, cause to be fled, recorded, refiled, or rerecorded, as the case may bs, at such times and in such offices and .
places as Lender may deem appropriate, any and all such morlgages, deeds of trust, security deeds, “sacirity .+
agreements, financing statements, continuation stalements, instruments of further assurance, cerlificates, and other .~
documents as may, in the sole opinion of Lender, be necessary or desirable in order to effectuate, complete, perfect,
conftinue, or preserve (1) Granter's cbligations under the Nole, this Deed of Trust, and the Related Documents, and {2)

the liens and security interests created by this Deed of Trust as first and prior liens on the Property, whether now owned o
or hereafler acquired by Grantor, Unless prohibiled by law or Lender agrees to the contrary in writing, Grantor shalt .-
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: ralmburse Lender for all costs and expenses incurred in connection with the matters referred to in this paragraph.

' _Altomey-in-Facl. If Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do so for

<" apd in.the name of Grantor and at Grantor's expenss. For such purposss, Grantor hereby imevocably appoints Lender
as Grantor's attorney—in-fact for the purpose of making, executing, delivering, filing, recording, and deing all other things
:as’ may be necessary or desirable, in Lender's sole opinion, to accomplish the matters raferred to in the preceding
-f-paragraph

PARTIAL RELEASES Lender shall execute partial releases of the lien of this Deed of Trust upon the following conditions:
The amgunt required to’release each Iot shall be $116,000.00. A fee of $100.00 plus reconveyance and recording will be
charged for’ each releasa

FULL PERFORMANCE. f Grantor pays all the Indebtedness when due, and otherwise performs all the obligations imposed
upon Grantor Linder-this Déed. of Trust, Lender shall execute and deliver to Trustee a request for full reconveyance and shall
execute and deliver to Granlor. suitable statements of termination of any financing statement on file evidencing Lender's
security interest in the Rents: and the Personal Property. Any reconveyance fee shall be paid by Grantor, it permitted by
applicable law. The grantee in any reconveyance may be described as the "person or persens legally entitied thereto”, and
the recitals in the raconvayance of: any matters or facts shall be conclusive proof of the truthfulness of any such maﬂers or
facts.

EVENTS OF DEFALULT. Each of lhe lollowmg, at Lender's option, shall constitute an Event of Default under this Deed of
Trust:

Payment Default. Grgntor fa_ils". lg_ make any payment when due under the Indebtedness.

Other Defaults. Grantor faiis to comply With or to perform any other term, obligation, covenant or condition contained in
this Deed of Trust or in any of the Related Documents or to comply with or to perform any term, obligation, covenant or
condition contained in any’ other agroement between Lender and Grantor.

Compliance Default. Failure o comply with. any other term, obligation, covenant or condition contained in this Deed of
Trust, the Note or in any of the-Relaled Documents. If such a failure is curable and if Grantor has not been given a
notice of a breach of the same provision of this Deed of Trust within the preceding twelve (12) months, it may be cured
(and no Event of Default will have oceurred) if Grantor, after Lender sends written notice demanding cure of such failure:
{a) cures the failure within fifteen {15) days: or (1) if the cure requires more than fifteen (15) days, immediately iniliatas
steps sufficient to cure the failure and thereafter continues and completes all reasonable and necessary steps sufficient
to produce compliance as scon as reasonably practical.

Default on Other Paymenis. Failure of Granlor withier the fime required by this Dead of Trust to make any payment for
taxes or insurance, or any other payment necessary: to_prevent filing of or lo effect discharge of any lien.

False Statemenis. Any warranty, represa'nt“a\tion:" or'stalement made or furnished to Lender by Grantor or on Grantor's
behaif under this Dead of Trust or the Related De¢uments is false or misleading in any material respecl, either now or at
the time made or furnished or becomes false or misleading at any time thereafter.

Defective Collateralization. This Deed of Trust or.any of the Related Documenis ceases fo be in full force and effect
{including failure of any collateral document to creaté a vahd and perfeclud security interest or lisn} at any time and for
any reason.

Death or insolvency. The death of any Grantor, the msolvency of Grantor, the appointment of a receiver for any part of
Grantor's property, any assignment for the benefit of creditors, any typs of creditor workout, or the commencement of
any proceeding under any bankruptcy or insolvency laws by or agalnsl Grantor.

Creditor or Forfelture Proceedings. Commencement of foreclosure -or-forfeiture proceedings, whether by judicial
proceeding, self-help, repossession or any other method, by-any ceaditor. of Grantor or by any governmental agency
against any property securing the Indebtedness. This includes a garnishment of any of Grantor's accounts, including
deposit accounts, with Lender. However, this Event of Default shall rot apply if there is a good faith dispute by Grantor
as fo the validity or reasonableness of the claim which is the basis of the creditor or forfeiture proceeding and if Grantor
gives Lender wrilten notice of the creditor or forfeiture procesding and deposits with Lender menies or a surety bond for
the creditor or forfeiture proceeding, in an amount determined by Lender |n ﬂs sole discretion, as being an adequate
reserve or bond for the dispute.

Breach of Other Agreemen!. Any breach by Grantor under the terms of dny other agreement between Grantor and
Lender that is not remedied within any grace period provided therein, ‘ingluding without limitation any agreement
concerning any indebtedness or other obligation of Grantor to Lender, whether emsllng now or later.

Events Affecting Guarantor. Any of the preceding events occurs with respecl fo. any guarantor, endorser, surely, or
accommodation party of any of the indeblednaess or any guarantor, endorser, surety, of acéommodation party dies or
becomeas incompetent, or revokes or disputes the validity of, or liability under, any Guaranty of the Indebtedness. In the
event of a death, Lender, at ils option, may, but shall not be required to, permit the guaranlors estate lo assume
uncondilionally the obligations arising under the guaranly in a manner satisfactory tn Lender. and in dmng $0, cure any
Event of Default.

Adverse Change. A material adverse change occurs in Grantor's financial condmon, or Lender belleves the prospect of
payment or performance of the Indebtedness is impaired.

Right to Cure. If such & failure is curable and if Grantor has not been given a notice of a breach of the same provision
of this Deed of Trust within the preceding twalve (12) months, it may be cured (and no”Event of Defaull will have
occurred) if Grantor, after Lender sends written nofice demanding cure of such failure: (a) cures the failure within fiflean
(15) days; or (b} if the cure requires more than fifteen (15) days, immedialely initiales steps sufficient o cure the- failure
and therzafter conlinues and completes all reasonable and necessary steps sufficient to produce compiiance as soon as
reasonably praclical.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Defaull occurs under this Deed of Trust, at any t:me thereaﬂer
Truslee or Lender may exercise any one or more of the following rights and remedies:

Election of Remedies. Election by Lender to pursue any remedy shall not exclude pursuit of any other remsdy, and an ﬁﬁi
election to make expenditures or to take action to perform an obligalion of Grantor under this Deed of Trust aﬁer
Grantor's failure to perform, shall not affect Lender's right 1o declare a default and exercise its remedies. " d

Accelerale Indebledness. Lender shall have the right at its option to declare the entire indebtedness |mm9d|ataly due r
and payable, including any prepayment penalty which Grantor would be required to pay. ’

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have the right to exercise its power cd
sale and o foreclose by nofice and sale, and Lender shall have the right to foreclose by judicial foreclosura, in eitHer
case in accordance with and to the full extent provided by appiicable law.

UCC Remedies. With respect to all or any part of the Parsonal Property, Lemrnr chall have all tha rnhte and ramadiae nf

IRy
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a secured party under the Uniform Commercial Code.

£ Collecl Rents. Lender shall have the right, without notice to Grantor to take possession of and manage the Property

_~and-collect the Rents, Including amounis past due and unpaid, and apply the net proceeds, over and above Lander's

costs;-against the Indebtedness. In furtherance of this right, Lender may require any lenant or other user of the Property

o.make payiments of rent or use fees dirsctly to Lender. If the Rents are collected by Lender, then Grantor irrevocably

i dasignates Lender as Grantor's attorney-in—fact o endorse instruments recsived in payment thersof in the name of

* Grantor and fo negofiate the same and collect the proceeds. Paymsnis by tenants or other users to Lender in response

1o°Lender's demand shall satisfy the obligations for which the payments are made, whether or not any proper grounds

for e demangd emsted Lender may exercise ils rights under this subparagraph either in person, by agent, or through a
receiver. :

Appoint ReeeWer ’ L'ender shall have the right to have a receiver appointed to take possession of all or any pad of the
Property, with the power_to protect and preserve the Property, to operate the Property preceding or pending foreclosure
or sale, and to cellect the‘Rents from the Property and apply the proceeds, over and above the cost of the receivership,
against the Indebledness. The receiver may serve without bond i permitted by law. Lender's right to the appointment
of a receiver shall exist whsther or not the apparent valus of the Propsrty exceeds the Indebiedness by a substantial
amount. Empla'ymeht by Lender shall not disqualify a person from serving as a receiver.

Tenancy at Sufferance. :f Grantor remains in possession of the Property after the Property is sold as provided above or
Lender otherwise bscomes enlitied to possession of the Property upon default of Grantor, Grantor shall become a
tenant at sufferance of Lendar or the purchaser of the Praparty and shall, at Lender's option, either (1) pay a
reasonable rental for thé usé of. the" Properiy, 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 Peed of Trust or the Nota or
by law.

Notice of Sale. Lender shall give Grantor reasonable notice of the time and place of any public sale of the Personal
Propaerty or of the time after which any prmate sale or other intended disposition of the Personal Property is to be made.
Reasonable notice shall mean nofice given, at least fen (10) days before the time of the sals or disposition. Any sale of
Persanal Property may be madé&in conjunchon with any sale of the Real Property.

Sale of the Properly. To the extenl permlﬂed by.applicable law, Grantor hereby waives any and all rights to have the
Property marshalled. In exarcising.its rights and remedies, the Trustee or Lender shall be free to sell all or any part of the
Property together or separately, in one sale or by separate sales. Lender shall be entilled to bid at any public sale on all
or any portion of the Property.

Attorneys’ Fees; Expenses. |f Lender mstltutes any:sit or aclion to enforce any of the terms of this Deed of Trust,
Lender shall be entiled to recover such sum:as the'court may adjudga reasonable as attorneys' fees at trial and upon
any appeal. Whether or not any court ‘actfion is involved, and to the extent not prohibited by law, all reasonable
expenses Lender incurs that in Lender's opinion-are necessary at any time for the protection of its Interest or the
enforcement of its rights shall become a part &f the Indebtedness payable on demand and shall bear interest at tha Note
rate from the date of the expenditure unfi! repdid. Expensas covered by this paragraph include, withoul limitation,
howsver subject o any limits under applicable law, Lender’s attorneys’ fees and Lender's legal expenses, whether or not
there is a lawsult, including attorneys’ fees and "expenses for bankrupiey 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 title reports (including foreclosure reports), surveyors' repoerts, and appraisal fees, title
insurance, and fees for the Trustee, to the extent permlﬂsd by’ applrcable law. Grantor also will pay any court costs, In
addition 1o all other sums provided by faw.

Rights of Trustee. Trusiee shall have all of the rights and duties of Lender as sel forth in this section.

POWERS AND OBLIGATIONS OF TRUSTEE. The following pra\nslons rela!mg to the powers and obligations of Trustee
(pursuant to Lender’s instructions) are part of this Deed of Trust:

Powers of Trustee. In addition to all powers of Trustee arising as’ a/matter of law Trustee shall have the power to take
the following actions with respect to the Properly upen the written:request of, Lender and Grantor: (&) join in preparing
and filing a map or plat of tha Real Property, including the dedication. of streets or other rights lo the public; (b) join in
granting any sasement or creating any restriction on the Real Property; and _({e)<jein in any subordination or other
agreement affecting this Deed of Trust or the interast of Lender under this: Deed of Trust.

Obligations to Notify. Trustee shall not be obligated to nofify any other parly of a pendmg sale under any other trust
deed or lien, or of any action or proceeding in which Grantor, Lender, or Trustee shall be & parly, unless required by
applicable law, or unless the action or proceeding is brought by Trustee. :

Trustee. Trustee shall meet all qualifications required for Trustee under appl:cable Iaw In dddition to the rights and
remedies set forth above, with respect to all or any part of the Property, the Triisteg shall hava the right to foreclose by
notice and sals, and Lender shall have the right to foreclose by judicial foreclosurs, in. elther casain, accordanoe with and
to the full extent provided by applicable law.

Successor Trustee. Lender, al Lender's option, may from time fo time apposnl a successor Trustee to any Trustee
appointed under this Deed of Trust by an instrument executed and acknowledged by Lénder.dnd recorded in the office
of the recorder of Skagit County, State of Washington. The instrument shall contain;-in -addificn.fo all other matters
required by state law, the names of the original Lender, Trustee, and Grantor, the bovk and.page- or'the Auditor’s File
Number where this Deed of Trust is recorded, and the name and address of the successor‘trustee, and the. instrument
shall be executed and scknowledged by Lender or its successors in interest. The successor trisstee; without conveyance
of the Property, shall succeed to all the title, power, and dufies conferred upon the Trustee in this Doed of Trust and by
applicable law. This procedure for substitution of Trustee shall govern to the exclusion of alt” other prowsnons for
substitution.

NOTICES. Subject to appllcable law, and except for nofice required or allowed by law to be given In another’ mannar, any
notice required to be given under this Deed of Trust, including without limitation any notice of default and any. notice of sale
shall be glven in writing, and shall be effective when aclually delivered, when actually received by teletacsimile”. (unless
otherwise required by law), when deposited with a naticnally recognized ovarnight courier, or, if mailed, when depgsited in".
the United States malil, as first class, cerlified 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 :
Deed of Trust shall be sent to Lendar'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 farmal written netice to the other parties, specifying that the purpose of s
the nolice is to change the party's address. For nolice purposes, Grantor agrees to keep Lender informed at all times of-

Grantor's current address. Subject to applicable law, and except for notice required or allowed by law to be given in anothigr ..

manner, if there is more than one Grantor, any notice given by Lender to any Granfor is deemed to be notice glven to aII“'
Grantors. .

MISCELL ANEQUS PROVISIONS. The following miscellaneous provisions are & part of this Deed of Trust:

W
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_:Amendments This Deed of Trust, together with any Related Documents, constitutes the entire understanding and
¢ " agreemant of the parties as to the matters sel forth in this Deed of Trust. No alteration 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

* glteration-or amendment,

-Annual Reports. If the Property is used for purposes other than Grantor's residence, Grantor shall furnish to Lender,

upon request; a certified statement of net operaling incorme received from the Property during Grantor's previous fiscal
year in such/form and defail as Lender shall require. *Net operaling income" shall mean all cash receipts from the
Propertv"!es's all tash expenditures made in connection with the operation of the Praperty.

Caption Headings ‘Caption headings In this Deed of Trust are for convenience purpases only and are net to be used to
mlerpret or defme the ;:rowsmns of this Deed of Trust.

Merger. There shall be no marger of the interest or estate created by this Deed of Trust with any other interest or estate
in the Property at: any time held by or for the benefit of Lender in any capacily, without the written consant of Lender.

Governing Law. This Deed of Trust will be governed by, construed and enforced in accordance with federal law
and the laws of the’ Stale of Washinglon. This Deed of Trust has been accepted by Lender in the State of
Washington. " .

Choice of Venue If thete is.a Iawsun Grantor agrees upan Lender's request to submit to the jurisdiction of the courts of
Skagit County, State of W_ash!_pgion

Joint and Several Liability. All ‘Gbligations of Grantor under this Deed of Trust shall be joint and several, and alt
references to Grantor'shall mean.each and every Grantor. This means hat each Grantor signing below is responsible for
alt obligations in this Deed of Trust :

No Walver by Lender. Lender shall: nol be deemed to have walived any rights under this Deed of Trust unless such
waiver is given in writing and. signed by Lender. No delay or omission on the part of Lender in exarcising any right shall
operata as a waiver of such right.or any-other right. A waiver by Lender of a provision of this Dead of Trust shall not
prejudice or constitule a waiver.of-Lender’s right otherwise to demand strict compliance with that provision or any other
provision of this Deed of Trust. No prior-waiver by Lender, nor any course of dealing between Lender and Grantor, shall
constitute a waiver of any of Lender'srights or.of.any of Grantor's obligations as to any future transactions. Whenever
the consent of Lender is required-under this'Deed of Trust, the granting of such consent by Lender in any instance shall
not constitute continuing consent to subsequent instances where such consent is required and in all cases such consent
may be granted or withheld in the sole-discrgtion of Lender.

Severability. If a court of competent jurisdiction finds any provision of this Deed of Trust to be Hlegal, invalid, or
unenforceable as to any person or circumstance, thal finding shall not make the oﬁending provision illegal, invalid, or
unenforceable as to any other person or circumstance. If feasible, the offending provision shall be considered modified
so that it becomes legal, valid and enforceable: If the offending provision cannot be so modified, it shall be considered
deleted from this Deed of Trust. Unless otherwise required by law, the ilegality, Invalidity, or unenforceability of any
provision of this Deed of Trust shall not affect the Iegahty, validity or enforceability of any other provision of this Deed of
Trust.

Successors and Assigns, Subjsct to any Ilmltations slaled in. 1h|s Deed of Trust on transfer of Grantor’s interest, this
Daed of Trust shall be binding upon and inure to the benefit of the‘parties, their successors and assigns. If ownarship of
the Property becomes vested in a person other than Grantor, Lender, without notice to Grantor, may dea! with Grantor's
successors with reference to this Deed of Trust and ihe lridebtedness by way of forbearance or extension without
releasing Grantor from the obligations of this Dead of Trust or ligbility:-under the Indebtedness.

Time is of the Essence. Time is of the essence in the peffo;man'ée of‘this Deed of Trust.

Waive Jury. All partles to this Deed of Trust hereby waive the rlghl to any iury trial In any action, proceeding, or
counterclaim brought by any party againsl any other party.

Waiver of Homestead Exempllon. Grantor hereby releases and waives aII rlghts and benefits of the homestead
exemplion laws of the State of Washington as to all Indebtedness secured by thls Deed of Trust.

DEFINITIONS. The following capitalized words and terms shall have the: !ollowmg meamngs when used in this Deed of Trust.
Unless specifically staled to the contrary, all references to dollar amounls hall-mean amounts in lawful money of the United
States of America. Words and terms used in the singular shall inctude the plural,and‘the plural shall include the singular, as
the context may requite. Words and terms not otharwise defined in this Deed of Trust shall have the meanings atiributed to
such terms in the Uniform Commercial Code: ;

Beneficiary. The word "Beneficiary” means Horizon Bank, and its successor's énd. assigns

Borrower. The word "Borrower” means John Ellis and Shannon Ellis, and all other persons -4nd entities signing tha Note
in whatever capacity.

Deed of Trust. The words "Deed of Trust™ mean this Deed of Trust among Grantor, Lender and Trustee, and includes
without fimitation all assignment and security interest provisions relating to the Personal Property aind Rants

Defauil. The word "Default” means the Default set forih in this Deed of Trust in the sectlon htled "Default"

Environmental Laws. The words "Environmental Laws" mean any and all stale, federal and-focal statutas. regulations

and ordinances relaling to the protection of human health or the environment, inclutdling .without _limitation the

Comprshensive Environmantal Response, Compensation, and Liability Act of 1980, as aménded, 42 U.S.C. Section

8601, et seq. ("CERCLA"), the Superfund Amendments and Reauthorization Act of 1986, Pub, L. ‘No, 99-459 ("SARA™M),

the Hazardous Materials Transportation Act, 49 U.S.C. Section 1801, et seq., the Resource Conservatron and Recovery

#:Ct ?2 U.S.C. Seclion 6801, et seq., or other applicable siale or federal laws, rules, or regulahons adopted pursuant
greto

Event of Default. The words "Event of Default” mean any of the events of default set forth in this Daed of Trust |n the
events of default section of this Deed of Trust.

Grantor. The word "Grantor” means John Ellis and Shannon Ellis.

Guaranty. The word "Guaranty” means the guaranty from guarantor, endorser, surety, or accommodatlan party 1o ;
Lender, including without limitation a guaranty of all or part of the Note. :

Hazardous Subsiances. The words "Hazardous Substances” mean materials that, because of the|r quant:ty,;"
concentration or physical, chemical or infectious characteristics, may cause or pose a present or potential hazard o -
human health or the environment when improperly used, trealed, siored, disposed of, generated, manufactired, " 5w
transported or ctherwise handled. The words "Hazardous Substances" are used in their very broadest sense and
include without limitation any and all hazardous or toxic substances, materials or wasle as defined by or listed under the A
Environmental Laws. The term "Hazardous Substances" also includes m| mlm II

2 85

by-products or any fraction thereof and asbestos. m“mnmm“mmwmnmm
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; Improvemenis The word "Improvements” means all existing and future improvements, buildings, structures, mobile
+ + +homies affixed on the Real Property, facilities, additions, replacements and other construction on the Real Property.

) ~--Indebtedness The word "Indebtedness" means all principal, interest, and other amounts, costs and expenses payable
urider-the Note or Related Documents, together with all renewals of, extensions of, modifications of, censclidations of
and substitutions for the Note or Related Documents and any amounts expended or advanced by Lender to discharge

i Grantor's abligations or expenses incurred by Trustee or Lender to enforce Grantor's obligations under this Deed of

* Trust, together with interest on such amounts as provided in this Deed of Trust.

*Lénder;'Thé word "Lender” means Horizon Bank, its successors and assigns.

Ngte. -The word "Note” means the promissory note dated Oclober 25, 2001, in the original principal amount
of $464,000.00 from Grantor to Lender, together with all renewals of, extensions of, modifications of, refinancings of,
consolidations. of, and subsmutlons for the promissecry note or agreement. The maturity date of this Deed of Trust is
November 1, 2002,

Personal Property.. The. words "Personal Property" mean all aquipment, fixtures, and other articles of personal property
now or hereafter -owned by Grantor, and now or hereafter attached or affixed to the Real Properly; together with all
accessions, parts and additions to, all replacements of, and all substitutions for, any of such properly; and together with
all issues and prafns thereon‘and proceeds (including withou! limitation all insurance proceeds and refunds of premiums)
from any sale or other d:sposmon of the Property.

Property. The word "Proparly" means collectively the Real Property and the Personal Properly.

Real Property. The w0rds “Raal Properh,r" mean the real property, interests and rights, as further describad in this Deed
of Trust,

Related Documents. The w-ords "Related Documents™ mean all promissory notes, credit agreements, loan agreaments,
environmental agreements, ‘guaranties,: security agreements, morigaeges, deeds of trust, security deeds, collateral
mortgages, and all other instruments,” agreements and documents, whether now or hereafter existing, executed in
connaction with the !ndebledness

Renis. The word "Rents" msans all prssent and future rents, revenues, income, issues, royallies, proms and other
benefits derived from the Property s

Trustee. The word "Trustee” mearis Westward Fmanc:al Services Ing, whose mailing address is 1500 Cornwall Avenue,
Bellingham, WA 98225 and any subsllmfe or successor rustees.

EACH GRANTOR ACKNOQ ] HAVING HEAD ALL .THE PROVISIONS OF THIS DEED OF TRUST, AND EACH
GRANTOR AGREES TO I8

Pt iy ol ]
hannon Ellis, individuahy

INDIVIDUAL ACKNOWLEDGMENT

STATE OF . ). -

. )88 o
COUNTY OF )
sy

On this day bafore me, the undersigned Notary Public, or@y a,gg%‘%?g John Ellis and Shannon Ellis, personally known
to me or proved to me on the basis of satisfactory e" m{a!s described in and who executed the Deed of
Trust, and acknowledged that they signed the D -&‘ apd voluntary act arid deed, for the uses and

purposes therein mentioned.
, 200/

Given under my hand and officia /s seal this
47:///3

L/,

By N\NIAA [ A I,l[‘
Notary Public in and for the Staf& of M

REQUEST FOR FULL RECONVEYANCE

To: , Trustee

The undersigned is the legal owner and holder of alt indebtedness secured by this Deed of Trust. You are hereby requested
upon payment of all sums owing to you, to reconvey without warranly, to the persons entitied thereto, the rlght tuﬂe and
interest now held by you under tha Deed of Trust. A

Date: Beneficlary:

By:
L Il
200110310185
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| Commitment No. B66433

Schedule "C"

" Thfe--lfainﬂ?_referred to in this report/policy is situated in the State of Washington, County of
Skagit, and is described as foliows:

Parcel A" -

Lots 2 and 3 of Burlington Short Plat No. SS 5-00, approved September 18, 2001,
recorded September 20, 2001, under Auditor's File No. 200109200009, being a portion
of Lots 1 and 4, and Lot 3, of Burlington Short Plat No. 90-28, approved August 20,
1990, and recorded August 22, 1990, under Auditor's File No. 9008220013.

Parcel "B":

Lots 2 and 3 of Burlington Short Piat No. SS 4-00, approved September 18, 2001,
recorded September 20, 2001, under Auditor's File No. 200109200010, being a poriion
of Lots 3 and 4, Burlington Short Plat No. 90-28, approved August 20, 1990, and
recorded August 22, 1990, under Auditor's File No. 8008220013.

W
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