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Reference # (if apphcabfe) 0?50001318 Additional on page
Grantor(s): E—
1. Cline Constructlon and Desrgn LLC

Grantee(s)
1. Horizon Bank =
2. Westward Financial Servrces Inc Trustee

Legal Description: Lot 3, Plat of Washmgton Park Estates Additional on page
Assessor’s Tax Parcel ID# 4770 000—003 0000

THIS DEED OF TRUST is dated January 23 2003, among Cline Construction and Design LLC,
whose address is 2018 Meadow Lane, Anacortes, WA 98221 ("Grantor"); Horizon Bank,
whose mailing address is Cornwall Office, 1500 CornwalllPO Box 580, Bellingham, WA
98227-0580 (referred to below sometimes as "Lender" and sometimes as "Beneficiary™); and
Westward Financial Services Inc, whose ‘mailing address is 1500 Cornwall Avenue,
Bellingham, WA 98225 (referred o below as "Trustee").
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CONVEYANCE AND GRANT. For valuable consideralion, Granlor conveys to Trustee in trust with power of sale, right
“of entry and possession and for the benefit of Lender as Beneficiary, all of Grantor's right, title, and interest in and to the
-, following described real property, together with ail existing or subsequently erected or affixed buildings, improvements and
“fxtures; all easernents, rights of way, and appurtenances; all water, water rights and dilch rights (including stock in utilities
with difeh or lrngatlon rights); and all other rights, royallies, and profits relating to the real property, including without Ilmltatlon
all minerals, oil, gas, geothermal and similar matters, (the "Real Property”) located in Skagit County, S

of Washlngton

Lot 3, PLAT OF WASHINGTON PARK ESTATES, according to the plat thereof, recorded
under Auditor’s File No. 200011290068, records of Skagit County, Washington. Situated
in Skagit County, Washmgton

The Real Property or ‘its address is commonly known as 2805 Washington Boulevard,
Anacortes, WA 98221 The Real Property tax identification number is 4770-000-003-0000

Grantor hereby assngns as: secunty to Lender, all of Grantor's right, tifle, and interest in and to all leases, Rents, and profits of
the Property. This assignmént s recorded in accordance with RCW 65.08.070; ihe lien created by this assignment is intended
to be specific, perfected and choate ‘upon the recording of this Deed of Trust. Lender grants to Grantor a license to collect
the Rents and profits, which license may be revoked at Lender’s option and shall be automatically revoked upon acceleration
of all or part of the Indebtedness ’

THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS
AND PERSONAL PROPERT_Y 1S GIVEN TO SECURE (A} PAYMENT OF THE INDEBTEDNESS AND (B)
PERFORMANCE OF ANY AND ALL OBLIGATIONS UNDER THE NOTE, THE RELATED DOCLUMENTS, AND THIS DEED
OF TRUST. THIS DEED OF TRUST IS GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE, Except as-biharwise provided in this Dead of Trust, Grantor shall pay to Lender all
amounts secured by this Deed of Trust as 1hey beceme due, and shall strictly and in a timely manner perform all of Grantor's
obligations under the Note, this Deed of Trust, and the Related Documeants.

CONSTRUCTION MORTGAGE. This’ Dggd-of |__ru5_t |5_-, a "construction mortgage” for the purposes of Sections 9-334 and
2A-309 of the Uniform Commercial Code; as these seclions have been adopted by the State of Washingten.

POSSESSION AND MAINTENANCE OF THE PHOPERTY _Grantor agrees that Grantor's possession and use of the Property
shall be governed by the following provisions: -

Possession and Use. Until the occurrence of an. Event of Default, Grantor may (1) remain in possession and control of
the Property; (2) use, operate or managethe Fropirty; and {3) collect the Rents from the Property (this privilege is &
licanse fram Lender to Grantor automatically revbked upon default). The following provisions relate to the use of the
Property or lo other limitations on the Property:. The Real Property is not used principally for agricultural purposes.

Duty to Maintain. Grantor shall maintain th'e_ 'P:[operty in tenantable condilion and promptly perform all repairs,
replacements, and maintenance necessary io preserve its value.»* =

Compliance WIth Environmental Laws. Granior represents and:.warrants to Lender ihat: (1) During the period of
Grantor's ownership of the Properly, there has been npuse, gerieration, manufacture, storage, treatment, disposal,
releasa or threatened release of any Hazardous Substance'by any pefson on, under, about or from the Property; (2)
Grantor has no knowledge of, or reason to believe that there -has been, except as previously disclosed to and
acknowledged by Lender in writing, (a) any breach or violation-of any Environmental Laws, (b) any use, generalicn,
manutacture, storage, treatment, disposal, release or threatened reféase of &ny Hazardous Substance on, under, about
or from the Property by any pricr owners or occupants of the Property,"6r. (¢) 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 autharized user of the Property shall
use, generate, manufacture, store, treat, dispose of or release any Hazardous Substance on, under, about or from the
Property; and (b) any such activity shall be conducted in compliance with all’ apphcable federal, state, and local laws,
regulations and ordinances, including without limitation all Environmental. Laws™“Grantor authorizes Lender and its
agents to enter upon the Properly to make such inspections and tests, at Grantor's éxpense, as Lender may deem
appropriate fo determine compliance of the Property with this seclion cof tHe Deed of Trust. Any inspections or tests
made by Lender shall be for Lender's purposes onty and shail not be construgd to create any responsibility or fiability on
the part of Lender to Grantor or 1o any other person. The representations and: warrantids.contained herein are based on
Grantor's due diligence in investigating the Property for Hazardous Substances. Grahtorhereby (1) releases and
waives any future claims against Lender for indemnity or contribution in the gvent Grantorbecdmes fiable for cleanup or
other costs under any such laws; and (2) agrees o indemnify and hold harmiéss Lender against any and all claims,
losses, liabilities, damages, penallies, and expenses which Lender may directly or indireclly sustain or suffar resulting
from a breach of this section of the Deed of Trust or as a consequence of any usé, generation, manufacture, storage,
disposal, release or threalened release occurring prior to Grantor's ownership or =n1eresi in the Prnperiy whether or not
the same was or should have bean known fo Grantor. The provisions of this section.ofthe Deéd of Trust, including the
obligation to indemnify, shall survive the payment of the Indebtedness and the satisfaction and reconveyance of ths lien
of this Deed of Trust and shall not be affected by Lender's acquisition of any interest in the Property, whether by
foreclosura or otherwise. r

Nuisance, Wasle. Grantor shall not cause, conduct or permit any nuisance nor commit, permlt ar suffer any strlpplng of
or waste on or to the Property or any portion of the Property. Without limiting the generality of the foregoingy Grantor will
_not remove, or grant to any other party the right to remove, any timber, minerals (including:oil and gas), cnal clay,

scoria, soil, gravel or rock products without Lender’s prior written consent.

Removal of Improvements. Granior shall not demelish or remove any Improvements from the Real Propeﬂy W|th;)ut
Lender's prior written consent. As a condition to the removal of any Improvements, Lender may reguiré Grantor to make
arrangements satisfactory to Lender 1o replace such Improvements with Impraovements of at least equal value

Lender’s Right to Enter. Lender and Lender's agenis and representatives may enfer upon the Real Property 4t aII
reasonable times to attend to Lender's inferesis and to inspect the Real Property for purposes of Grantors comphanceg-'

with the terms and conditions of this Deed of Trust.

Compliance with Governmental Requiremenls. Granior shall promptly comply, and shall promptly cause éq_mbliaﬁo‘eu &
by all agents, tenants or other persons or entities of every nature whalsoever who rent, lease or otherwise use or occupy -
the Property in any manner, with all laws, ordinances, and regulations, now or hereafler in effect, of all governmental .~

authorities applicable to the use or cccupancy of the Property, including without limitation, the Americans With Disabilitiss
Act. Grantor may contast In good faith any such law, ordinance, or regulation and withhold compliance during-any

proceeding, including appropriate appeals, so long as Grantor has notified Lender in writing prior to doing s0 and so .
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S Ieng 45, in Lender's sols opinion, Lender's interests in the Property are not jeopardized. Lender may require Grantor to
F posl adequate security ar a surety bond, reascnably satisfactory to Lender, 1o protect Lender’s interest.

Duty to Protect. Grantor agrees neither to abandon or leave unattended the Property. Grantor shall do all other acts, in
addition to*thgse acts set forth above in this section, which from the character and use of the Property are reasonably
5necessary t¢ pretect and preserve the Property.

'Canstructlon Lcan lf some or all of the proceeds of the loan creating the Indebtedness are to be used to construct or
cormplete’ construction of any Improvements on the Property, the Improvements shall be completed no later than the
malurlty date of the Note {or such earlier date as Lender may reasonakbly establish) and Grantar shall pay in full &ll costs
and éxpenges in connection with the work. Lender will disburse loan proceeds under such terms and conditions as
Lender may deem reasgnably necessary to insure that the interest created 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
disbursement reguests -t5e supperted by receipted bills, expense affidavits, waivers of liens, consiruction progress
reports, and such otheét docymentation as Lender may reasonably reguest.

TAXES AND LIENS. Tﬁé‘__foll_ow'i’pé-lprovisions relating to the taxes and liens on the Property are part of this Deed of Trust:

Payment. Grantor shail-pay-whan dug (and in ail events prior to delinquency) all taxes, special taxes, assessments,
charges (including water.and séwer), fines and impositions levied against or on account of the Property, and shall pay
when due all claims for work gdone on or for services rendered or material furnished to the Property. Grantor shall
maintain the Properly free ofall ligns having priority over or equal ¢ the interest of Lender under this Deed of Trusl,
except for the lien of taxes and.assessments not due and except as ctherwise provided in this Deed of Trust.

Right to Contest. Grantor may withhcld payment of any tax, assessment, or claim in connection with a good faith
dispute over the obligation’topay, so Jong as Lender's interest in the Property is not Jeopardized. If g lien arises or is
filed as a resulf of nonpayment, Grantar shall within fifieen (15) days afler the lien arises or, if a lien is filed, within fittean
(15) days after Grantar has.netice of the filirig, secure the discharge of the lien, or if requested by Lender, deposit with
Lender cash or a sufficient ‘corpcrate surely band or other securily satisfactory 1o Lender in an amount sufficient to
discharge the lien plus any costsand dttorieys' fees, or other charges that could accrue as a result of a foreclosure or
sale under tha lien. ln any contest,.Grantor shall defend itself and Lender and shall satisfy any adverse judgment before
enforcement against the Property.: Granlor shall name Lender as an additional obligee under any surety bond furmshad
in tha con'est proceedings. : i

Evidence of Payment. Grantor shall upon demand furnish to Lender satisfactory evidence of payment of the taxes or
assessments and shall gutherize the appropriate governmental official to deliver to Lender at any time a wrilten statement
of the taxes and assessmenis against the Proper‘ly S

Notice of Construction. Grantor shall nomy Lender at least fifteen (15) days before any work is commenced, any
services are furnished, or any materials are supplied’o the Property, if any mechanic’s lien, materialmen’s lien, or other
lien could be asserted on account of the wark, sérvices, or materials. Grantor will upon request of Lander furnish to
Lender advance assurances satisfactory to Len‘der thal Grantor can and will pay the cost of such improvements.

PROPERTY DAMAGE INSURANCE. The following prowsms relallng lo insuring the Property are a parl of this Deed of
Trust.

Maintenance of Insurance. Granfor shall procure and mamlam pallmes of fire insurance with standard extended
coverage endorsements on a fair value basis for the full instirable value -covering all Improvements on the Real Property
in an amount sufficient 1o avoid application of any coinsurance clause; and with a standard morigagee clause in favor of
Ltender. Granter shall also procure and maintain cornpreheﬁswe genergl liability insurance in such coverage amounts as
Lender may request with Trustee and Lender being named‘as additional insureds in such liability insurance policies.
Additionally, Grantor shall maintain such ather insurance, lr'lCllelng BHul.not Timited to hazard, business interruption, and
beiler insurance, as Lender may reascnably require. Pglicies shall e writtenin form, amounts, coverages and basis
reasonably acceptable to Lender and issued by a company or compdnies reasenably acceptable to Lender. Grantor,
upon request of Lender, wili deliver 1o Lender from time to tifhe' the pohmes or cerlificates of insurance in form
satisfactory to Lender, including stipuiations that coverages will not be cancelled or diminished without at least ten {10)
days prior written notice to Lender. Each insurance policy alse shall inglude’ansendorsement providing that coverage in
favor of Lender will not be impaired in any way by any acl, omission-pr default ofGréntor or any other person. Should
the Real Property be located in an area designated by the Dirsclor of ifie Federal Emergency Management Agency as a
special flood hazard area, Grantor agrees to obtain and maintain Federal Fthod Insurance, If available, within 45 days
after nofice is given by Lender ihat the Properly is located in a special floéd thazard afea, for the full unpaid principal
balance of the loan and any prior liens on the property securing the lcan, up 1o the maximum pelicy limits set under the
National Flood insurance Program, or as otherwise required by Lender, and to malntaln such |nsurance for the term of
the loan. . : ;

Application of Proceeds. Grantor shall promplly notity Lander of any loss or damage lo the Properly. Lender may
make proof of loss if Granior fails to do s within fifteen (15) days of the casualty. Whather or not Lender's security is
impaired, Lender may, at Lender’s election, receive and retain the proceeds of any insurance and apply the proceeds o
the reduction of the Indebtedress, payment of any lien affecting the Property, of the reslorallon -and repair of the
Property. If Lender slects to anply the proceeds to restoration and repair, Grantor shalt.repair or replace the damaged or
destroyed Improvements in a manner satisfactory to Lender. Lender shall, upen satisfattory preof of stich expenditure,
pay or reimburse Grantor from the proceeds for the reasonable cost of repair or restoration, if Grantor is not in default
under this Deed of Trust. Any proceeds which have not been disbursed within 180 days after their receipt-and which
Lender has not committed to the repair or restoration of the Property shall be used first té”pay any ameount owing to
Lender under this Deed of Trust, then to pay accrued interest, and the remainder, if any, shall be applied-to the principal
balance of the Indebtedness. |f Lender holds any proceeds after payment in full of the Indebtedness, such praoeeds
shall be paid without interest to Grantar as Grantor’s interests may appear.

Granior’s Report an Insurance. Upon request of Lender, however not more than once a year, Granlor shall furnlsh to
Lender a report on each existing policy of insurance showing: (1) the name of the insurer; (2) the sisks’insured:;. (3)
the amount of the policy; (4) the property insured, the then current replacement value of such property, dnd the marlner__
of datermining that value; and (5) the expiration date of the policy. Grantor shall, upon request of Lender, hava an .
independent appraiser satisfactory {o Lender determine the cash value replacement cost of the Property. =, L

LENDER’S EXPENDITURES. If any acticn or proceeding is commenced that would materially affect Lender's intarest | ln the_f
Property or if Grantor fails to comply with any provision of this Deed of Trust or any Related Documents, including bit nof -
limited to Grantor's failure to discharge or pay when due any amounts Grantor is required to discharge or pay underthis Deed .
of Trust or any Related Documents, Lender on Grantar’s behalf may (but shall not be obiigated to) lake any action that Lender .~
deems appropriate, including but not limited to discharging or paying all taxes, liens, securily interests, ancumbrances angd*
other claims, at any time levied or placed on the Property and paying all costs for insuring, maintaining and praservmg the
Praperty. All such expenditures incurred ¢r 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 become -7 ..
a part of the Indebtedness and, at Lender’s opfion, will (A) be payable cn demand; (B) bs added to the balance of the”™ .-~

LT
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“ Nofe and be apportioned among and be payable with any installment payments to become due during either (1) the term of

any applicable insurance policy; or (2) the remaining ferm of the Nete; or (C) be freated as a balloen payment which will be
‘dire and payable at the Note's maturity. The Deed of Trust also will secure payment of these amounts. Such right shall be in
: addifion-to all other rights and remedies to which Lender may be entitled upon Default.

UI'WARHANT Y; DEFENSE OF TITLE. The following provisions relating to ownership of the Property are a part of this Deed of
Trust: -

':Tllte. Grantor warrants that: (a) Grantor holds good and marketable title of record to the Property in fee simple, free
‘arid_clear of all-fiens and encumbrances other than those set forth in the Real Property description or in any litle
insurance policy, tifle repert, or final litie opinicn issued in favor of, and accepted by, Lender in connection with this Dead
of Trust, and () Grantor has the full right, power, and authority to execute and deliver this Deed of Trust to Lender.

Defense’ of Title. Subject to the exception in the paragraph above, Grantor warranis and will forever defend the title to
the Property against the lawful claims of all persons. In the event any action or proceeding is commenced that questions
Grantor's tille 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 entitted fo participate In the
proceeding and 1o be represented in the proceeding by counsel ¢f Lender's own choice, and Grantor will deliver, or
cause lo be dehvered to Lender such instruments as Lender may request from fime to fime te permit such participation.

Compliance With Laws_._. Gra_nto.r_ 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 Representatlons ‘and-Warranties. All representations, warranties, and agreements made by Grantor in this
Deed of Trust shall sirvive the execudion and delivery of this Deed of Trust, shall be continuing in nature, and shall
ramaln in full force and-effect until suich time as Grantor's Indebtedress shall be paid in full.

CONDEMNATION. The foltowing-provisione relating o condemnation proceedings are a part of this Deed of Trust:

Proceedings. If any proceedrng in condemnatron is filed, Grantar shall promptly notify Lender in writing, and Grantor
shall promptly take such slep&-as may be necessary to defend the action and obtain the award. Granter may be the
nominal parly in such proceeding; ‘butLender shall be entitled to pariicipate 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 instruments and documentatron a3, may be requested by Lender from time to time to permit such
participation. : s

Application of Net Proceeds. If all or any part of the Property is condemned by eminent domain proceedings or by any
proceeding or purchase in lieu of condemnadtion, Lender may at its election require that all or any portion of the net
proceeds of the award be applied to the Indebtedness’ar the repair or restoration of the Property. The net proceeds of
the award shall mean the award after payment of allreasbnable costs, expenses, and attorneys’ fees incurred by Trustee
or Lender in connection with the condemnatmn R

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES. The following provisions relating to
governmental taxes, fees and charges are a part ofthis 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 lake whatever other action is requested by Lerder to perfect and continue Lender's lien on the Real
Property. Grantor shall reimburse Lender for all taxes, as described below, together with all expenses incurred in
recording, perfecting or continuing this Deed of Trust, mcludmg wrthout limitation all taxes, tees, documentary stamps,
and other charges for recording or registering this Degd otT rust.

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 Indebledness secured by this Dead of Trust; (2) a specific tax on Grantor which
Grantar is authorized or required o deduct from payments'on the Indettédness secured by this type of Deed of Trust;
(3) a tax on this type of Deed of Trust chargeable against thé L&nder orthe halder of the Note; and (4) a specific tax
on all or any portion of the Indebtedness or on payments of pnncrpal and interest made by Grantor.

Subsequent Taxes. If any fax to which this section applies is enacled 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 delinguent, or (2)
contests the tax as provided above in the Taxes and Liens section, and- deposns wuth Lender cash or a sufficient
corporate surety bond or other security satisfactory to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. The following prowslons relatlng ta thts Deed of Trust as a security
agreement are a par! of this Deed of Trust:

Securlty Agreement. This instrument shall constitute a Security Agreement {0 the- extent any of the Property constitutes
focures, and Lender shall have all of the rights of a secured party under the Uniform Commermal Code as amended from
time to time. :

Securlty Interest. Upon request by Lender, Grantor shali execute financing statements and take whatever other agtion
is requestad by Lender to perfect and continue Lender's security interest in the Rents and Parsonal Property. In addition
to recording this Deed of Trust in the real property records, Lender may, at any time and withiout further authorization
from Grantor, file executed counterparts, copies or reproductions of this Dead of Trust'as a fmancmg 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 Perscnal Properly from the Property. Upon default, Graritor shall assemble any
Parsonal Properly not affixed to the Property in a manner and at a place reasonably convenient to.Grantor and Lender
and make it available to Lender within three (3) days after receipt of written demand from Lender te the extent permltted
by applicable law.

Atdresses.  The mailing addresses of Grantor (debtor) and Lender (secured party) from whrch rnformatton concernlng

the security interest granted by this Deed of Trust may be oblained (each as required by the Uniform: Commercrat Code)
are as stated on the first page of this Deed of Trust.

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provisions relating to further-as_surances and

attorney—in—fact are a part of this Deed of Trust:

Further Assurances, At any time, and from time to time, upon request of Lender, Grantor will make, execute and i
deliver, or will cause to be made, executed or delivered, to Lender or to Lender's designee, and whan requested by

Lender, cause to be filed, recorded, refiled, or rerecorded, as the case may be, at such times and in such offices and

places as lLender may deem appropriale, any and ali such mortgages, deeds of frust, security deeds, sacurity,-""

agreements, financing statements, continuation statements, instruments of further assurance, cerfificates, and gther

documents as may, in the sole opinion of Lender, be necessary or desirable in order to effectuate, complete, perfect,~

continue, or preserve (1) Grantor's obligations under the Note, this Deed of Trust, and the Related Documents, and .{2)
the liens and security interests created by this Deed of Trust as first and prior liens on the Property, whether now owned

or hersafter acquired by Grantor. Unless prohibited by law or Lender agrees to the contrary in wriling, Grantor shall

ttttttltttttttlttttttltttttttttttttt
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elmburse Lender for all cosis and expenses incurred in connection with the matters referred to in this paragraph.

v Mtorney—m—Fact If Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do so for

~and‘in the.name of Granior and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints Lender
as Gran!ors attorney-in-fact for the purpose of making, executing, delivering, filing, recording, and doing all other things
gs may be necessary or desirable, in Lender's sole opinion, to accomplish the matters referred to in the preceding
paragraph

FULL PERFORMANCE' If Grantor pays all the Indebtedness when due, and ctherwise performs all the obligations imposed
upon Granter under.this Deed of Trust, Lender shall execute and deliver to Trustee a request for full reconveyance and shall
execute and” dellver to Grantor suitable statements of lerminaltion of any financing statement on file evidencing Lender's
security interest’in. Ahe Rents 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 "persan or persons legally entitled thersto”, and
the recitals in the reconveyance of any matters or facts 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 constitule an Event of Default under thls Deed of
Trust:

Payment Default Grenter fane 10 make any payment when due under the Indebtedness.

Other Defaulls. Grantor fails rg Eomply with or 1o perferm any cther term, obligalion, covenant or condition contained in
this Deed of Trust or in any of the Related Documenis or to comply with or to perform any lerm, obligation, covenant or
condition contained in-gny.other agreenient between Lender and Grantor.

Compliance Default. Failuré 19'comply with any other term, obligation, covenant or condition contained in this Dead of
Trust, the Note or in any of the Related Documents. If such a failure is curable and if Grantor has not been given a
notice of a breach of the sdmé provision. bf this Deed of Trust within the preceding twelve (12) months, it may be cured
{and no Event of Default will‘have. oecurredy if Grantor, after Lender sends written notice demanding cure of such failure:
{a) cures the failure within fifteen (15) days; of (b) if the cure requires more than fifteen (15) days, immediately initiates
steps sufficient to cure the failure and-therdafler continues and completes all reasonable and necessary steps sufficient
to produce compliance as soon as re'ase'nably practical

Default on Other Payments. Faillré of, Grantor wrtnm the fime required by this Deed of Trust to make any payment for
taxes or insurance, or any cther payment necessary to prevent filing of or o effect discharge of any lien.

False Statements. Any warranty, represeniation or stalement made or furnished to Lender by Grantor or on Grantor's
behalt under this Deed of Trust or the Related DOCumen{s is false or misleading in any material respect, either now or at
the fime made or furnished or becomes falsg or mlslead:ng at any time thereafter.

Defective Collateralization. This Deed of Trust-ér any of the Related Documents ceases to pe in full force and effect
{(including failure of any collateral document to creeie a valid and perfected security interast or lien) at any time and tor
any reason. .

Death or Insolvency. The dissolution of Grantors (regardless of whether election to continue is made), any member
withdraws from the limited fablliity company, or any.other termination cf Grantor's existence as a going business or the
death of any member, the insolvency of Grantor, the appcintmént.of a receiver for any part of Grantor's property, any
assignment for the benefit of creditors, any type of creditor werkout or 1he commencement of any proceeding under any
bankruptcy or insolvency laws by or against Grantor. :

Creditor or Forfeilure Proceedings. Commencement’ of foreclosure or forfeiture proceedings, whether by judicial
proceeding, self-help, repossession or any other method, by any’creditor of Grantor or by any governmental agency
against any property securing the Indebtedness. This includgs a gernrshment of any ot Granter's accounts, including
deposit accounts, with Lender. Howaver, this Event of Default shall nét apply.ifthere is a good faith dispute by Grantor
as lo the validity or reasonableness of the claim which is the basis of the creditorsor forfeiture proceeding and if Grantor
gives Lender written notice of the creditor or farfeiture proceeding gnd deposits; ‘with Lender monies or a surety bond for
the creditor or forfeiture procesding, in an amount determingd by Lender |n rts sole discretion, as being an adequate
reserve ar bond for the dispute. : . ;

Breach of Other Agreement. Any breach by Granier under the 1errns of any other agreement between Grantor and
Lender that is not remedied within any grace period provided thersin, ingluding “without limitation any agreement
concerning any indebtedness ar other obligation of Grantor to Lender, whether exrstlng new or later.

Events Affecting Guaranior. Any ot the preceding events occurs wilh respect to any. guarantor endorser, surety, or
accommodation parly of any of the Indebtedness or any guaranior, endarser, 'surety, or accommodation party dies or
becomes incompetent, or revokes or disputes the validity of, or liability under, any Guaranty of the Indebledness. In the
event of a death, Lender, at its opfion, may, bui shall nal be required to, permit the guarantor's estate to assume
unconditionally the abligations arising under the guaranty in a manner safisfactory to Lender and rn domg S0, cure any
Event of Default.

Adverse Change. A material adverse change cceurs in Grantor's financial condltlon or Lender belleves the prospect ot
payment or performance of the tndebtedness is impaired. .

Right to Cure. If such a failure is curable and if Granier has not been given a nofice of a breach of 1he same provision
of this Deed of Trust within the preceding twelve {12) menths, it may be cured (and ng, Everit of Default will have
gccurred) if Grantor, after Lender sends written notice demanding cure of such failure: (a) cures the failure within fifteen
{15} days; or (D) if the cure requires more than fifleen {15) days, immediately initiates steps sutficient to gure.the failure
and thereafter continues and completes all reasanable and necessary steps sufficient to produce compllance as soon as
reasonably practical.

RIGHTS AND REMEDIES ON DEFAULT. |t an Event of Default occurs under this Deed of Trust, at any tlme lhereaﬂer
Trustee or Lender may exercise any cre or more of the following rights and remedies: s

Election of Remedies. Election by Lender to pursue any remedy shall not exclude pursuit of any oiher remedy, and an___
election to make expendilures or to take acfion to perform an obligation of Grantor uader this Deed of Trust, aﬂer"
Granlor’s failure to perform, shall not affect Lender's right to declare a default and exercise its remedies.

Accelerale Indebledness. Lender shall have the right at its cption to declare the entire Indebtadness rmmedlately due
and payabla, including any prepayment penalty which Grantor would be required to pay. £

Foreclosure. With respect to all or any part of the Real Properly, the Trustee shall have the right tc exercise its power ef_
sale and lo foreclose by notics and sale, and Lender shall have the right te foreclose by judicial foreclosure, in erther____---
case in accordance with and to the full extent provided by applicable law., .

UCC Remedies. With respect to all or any part of the Personal Praperty, Lender shall have all the rights and remedlas of
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Collecl Rents. Lender shall have the right, withaut notice io Grantor to fake possession of and manage the Property
_dnd-collect the Rents, including amounts past due and unpaid, and apply the net proceeds, over and above Lender's
# : posts, against the Indsbtedness. In furtherance of this right, Lender may require any tenant or other user of the Property
-“to_miake payments of rent or use fees directly fo Lender. If the Rents are collected by Lender, then Grantor irrevocably
desrgnates Lender as Grantor's aftorney-in—fact to endorse instruments received in payment therecf in the name of
Grantor and o negotiate the same and collect the proceeds. Payments by tenants or other users to Lender in response
! to Lender's demand shall satisfy the obligations for which the payments are made, whether ar not any proper grounds
~ for the demand existed. Lender may exercise ifs rights under this subparagraph either in person, by agent, or through a
receiver: :

Appolnl Receiver -Lender shall have the right to have a receiver appointed to take possession of all or any part of the
Properfy, with the power to prolect and preserve the Property, ta operate the Property preceding or pending foreclosure
or sals,-dngto tollect the Rents from the Property and apply the proceeds, over and above the cost of the recelvership,
against the Indebledriess. The receiver may serve without bond if permitted by law. Lender's right to the appointment
of a receiver shall exist whether or not the apparent value of the Property exceeds the Indebtedness by a substantial
amount. Employmerit byLender shall not disqualify a person from serving as a receiver.

Tenancy at Sufféerance. |f-.Giantor remains in possession of the Property after the Property is sold as provided above or
Lender otherwise becomes.éntitled to possession of the Property upon default of Grantor, Grantor shall become a
tenant at sufferance of Lender:or the purchaser of the Property and shall, at Lender's option, either (1) pay a
reasonable rental for the use of the Property, or (2} vacate the Property immediately upcn the demand of Lender.

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

Notice of Sale. Lender shall grve Grantor reasonable nofice of the time and place of any public sale of the Parsonal
Property or of the time after which any private sale or other intended disposition of the Personal Property is to be made.
Reasonable notfice shali mer:rn notice given at least ten {10) days before the time of the sale or disposition, Any sals of
the Personal Property may- be made in COI’]jUflClIOn with any sale of the Real Property.

Sale of the Property. To the. extént permrtted by applicable law, Grantor hareby waives any and all rights te have the
Property marshalled. In exercising its rights and remedies, the Trustee or Lender shall be free to sell all or any part of the
Property together or separately, in ‘ong sale or by separate sales. Lender shall be entitled to bid at any public safe on all
or any portion of the Property.  ~ i

Aftorneys’ Fees; Expenses. [f Lender msl:tutes any suit or action to enforce any of the terms of this Deed of Trust,
Lender shall be entrtled lo recover slich sum-as‘the court may adjudge reasonable as attorneys’ fees at trial and upon
any appeal. Whether or not any court actiort is involved, and to the extent not prohibited by law, all reasonable
expenses Lender incurs that in Lender’s ‘opinion dre niecessary at any time for the protection of its interest or the
enforcement of its rights shall become a part'of the Indebledness payable on demand and shall bear interest at the Note
rate from the date of the expenditure until repaid. Expenses covered by this paragraph include, without limitation,
hawever subject to any limits under applicable law, Lender's attorneys’ fees and Lender’s legal expenses, whether or not
there is a lawsuil, including attorneys’ fees and*expenses for bankruplcy proceedings (including efforts fo modify or
vacate any automatic stay or injunction), appeals,;.and any anficipated post- udgrnent collection services, the cost of
searching records, obtaining fitle reports (including foreclosure ‘raports), surveyers’ reports, and appraisal fees, tille
insurance, and fees for the Trusiee, to the extent permrtted by applrcable law. Granter also will pay any court costs, in
addition to all other sums provided by law.

Rights of Trustee. Trustee shall have all of the rights and duhes of Lender as set forth in this section.

POWERS AND OBLIGATIONS OF TRUSTEE. The followmg provrsrons relatmg to the powers and obligations of Trustes
{pursuant to Lender's instructions) are part of this Deed of Trust::, :

Powers of Trustee. in addition to ail powers of Trusiee arrsmg ds a matter of 1aw, Trustee shall have the power to take
the following actions with respect to the Preperty upon the writien fequest of Lender and Grantor: (a) foin in preparing
and filing a map or plat of the Real Property, including the dedication of streefs or other rights to the public; (b) join in
granting any easement or creating any restriction on the Real Rroperly; and . (c) join in any subordinafion or other
agreement affecting this Deed of Trust or the interest of Lender under"lhis Deed of Trust.

Obligations 1o Notify. Trustee shall not be cbligated to notify any other party <fa pendlng sale under any other trust
deed or lien, or of any action or progeeding in which Grantor, Lender, or Trustee shall be & party, unless required by
applicable law, or unless the action or proceeding is brought by Trustee. :

Trustee. Trustee shall meet all gualificaticns required for Trustee under applrcable faw In addition to the righis and
remedies set forth abaove, with respect to all or any part of the Property, the Trusiee shall have the right to forsclose by
notice and sale, and Lender shall have the right to toreclose by judicial ioreclosure m erther case in accordance with and
1o the full extent provided by applicable law. ;

Successor Trustee. Lender, at Lender's oplion, may from time to time appoint & successor Trustee to any Trustee
appointed under this Deed of Trust by an ins'rument executed and acknowledged by Lender afd recorded in the office
of the recorder of Skagit County, State of Washingion. The instrument shall cantain, in add_ltlon to all other matters
required by state law, the names of the original Lender, Trusiee, and Grantor, the book-dnd-page-or the Auditor's File
Number where this Deed of Trust is recorded, and the name and address of the successor trustée-and the instrument
shall be executed and acknowledged by Lender or its successers in inferest. The successor trustee;’ without canveyance
of the Property, shall succeed to all the litle, power, and duties conferred upon the Trustee.in tHis-Deed of Frust and by
applicable law. This procedure for substitution of Truslee shall govern to the exclusion: of all; other prowsrorls tor
substitution.

NOTICES. Subject to applicable law, and except for natice required or allowed by law to be giverin another manner, any
notice required to be given under this Deed of Trust, including without limitation any notice of default and.dny notice of sale
shall be given in writing, and shall be etactive when actually delivered, when actually received by:talefagsimile (unless
otherwise required by law), when deposited with & nationally recognized overnight couriar, or, if mailed, when deposited:in
the United States mail, as first class, certified or registered mail postage prepaid, directed to the addresses shown nearthe
beginning of this Deed of Trust. All coples of notices of foreclosure from the holder of any lien which has:priorty:gver this':
Deed of Trust shall be sent to Lender’s addrass, as shown near the beginning of this Deed of Trust. Any party:may changs’its
address for nolices under this Deed of Trust by giving formal written notice to the other parties, specifying that the purpose. of /
the notice is to changs the party’s address. For notice purposes, Grantor agrees to keep Lender informed at all-imes ‘of

Grantor’s current address. Subject to applicable law, and except for notice required or allowed by law {o be giver:in another A
manner, if there is more than one Grantor, any notice given by Lender to any Granlor is deemed to be notice glven tc allv" R

Grantors.

ASSOCIATION OF UNIT OWNERS. The following provisions apply if the Real Property has bheen submitted to unlt.
ownership law or similar law for the establishment of condominiums or cooperatlve ownershlp of the Real Property:
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; ___F.:’-O\ﬁ{_e'rnwof Atlorney. Granior grants an irrevocable power of attorney to Lender to vete in Lender’s discretion on any
¢ i matter that may come before the association of unit owners. Lender shall have the right to exercise this power of
] kattor.ney pn'ly::aﬂer Grantor's default; hawever, Lender may decline to exercise this power as Lender sees fit,

Insg_rénﬁce:“'._The insurance as required above may be carried by the association of unit cwners on Grantor's behalf, and
the proceeds of such insurance may be paid 1o the association of unit owners for the purcose of repairing or
r_eqonstructing_;the Property. H nol so used by the asscciation, such proceeds shall be paid to Lender.

Default. -Grantor's failure to perform any of the obligalions impesed on Grantor by the declaration submitting the Real
Praperty to’ unit ownership, by the bylaws of the asscciation of unil owners, cr by any rules or regulations thereunder,
shall be an event of-default under this Deed of Trust. If Grantor's interest in the Real Property is a leasehold Interest and
such property-has beemsubmitied to unit ownership, any failure by Grantor ¢ perform any of the obligations imposed on
Grantor by.the lease of-the Real Property from its owner, any defaull under such lease which might resull in termination
of the lease as it pertaing’Ta the Real Property, or any failure of Grantor as a member of an asseciation of unit owners to
take any reasonable.dction within Grantor's power to prevent a default under such lease by the association of unit
owners or by any mémber of the association shall be an Event of Defauit under this Deed of Trust.

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

Amendments. “This Déed of Trist, together with any Related Documents, constitutes the enfire understanding and
agreement of the parlies as.t6 the matiers set forth in this Deed of Trust. Mo 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
alteration or amendment. - .7 %

Annual Reports. If the Property is used. for purposes other than Granior's residence, Granter shall furnish to Lender,
upon reguest, a certified statement of net operating income received from the Property during Grantor's previgus fiscal
year in such form and defall: as Lender:shall require. "Ne! operating incorne” shall mean all cash receipts frem the
Property less all cash expenditures made in_conrection with the operation of the Property.

Caption Headings. Caption 'headiﬁfgs i__n-'fﬁ_ls Deed of Trust are far convenience purposes only and are not to be used to
interpret or define the provisions of this Ceed of Trust.

Merger. There shall be no mergef__:'of_ fhe intgrest"br.:eslaie created by this Deed of Trust with any other interest or estate
in the Property at any time held by of fgr. the'benalit of Lender in any capacity, without the written consent of Lender.

Governing Law. This Deed of Trust will ngz governed by, construed and enforced in accordance with federal law
and the laws of the Stale of Washington.: This Degd of Trust has been accepled by Lender in the State of
Washington. [ L

Choice of Venue. If there is a lawsuit, Gra-r}'mr"agg_ee“s_uﬁon Lender’s request to submit to the jurisdiction of the courts of
Whatcom County, State of Washingten. S

No Waiver by Lender. Lender shall not be deemed to have waived any rights under this Deed of Trust unless such
waiver is given in writing and signed by Lender.. No delay or omission cn the part of Lender in exercising any right shall
cperale as a waliver of such right or any other right: A waiver by Lender of a provision of this Deed of Trust shall not
prejudice or constitute a waiver of Lender's right othérwise to demangd 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
constitule a waiver of any of Lender’s rights or of any of Granter's obligations as 1o any future transactions. Whenever
the consent of Lender is required under this Dead of Trust; the’ grantinig of such consent by Lender in any instance shall
not constitute continuing consen! to subsequent instances where such consent is required and in all cases such consent
may be granted or withheld in the sole discrelion of Lender, - s

Severability. If a court of competent jurisdiction finds ariy, pravision ‘of ftis Deed of Trust to be lllegal, invalid, of
unenforceable as lo any circumstance, that finding shall noct make the ‘offending provision illegal, invalid, or
unenforceable as ta any other circumstance. If feasible, ihe offending’provisien shall be considered modified so that it
becomes legal, valid and enfcrceabie. If the offending provision carinct be sq modified, it shall be considered deleted
from this Deed of Trust. Unless atherwise required by law, the ilegality, invalidity or unenforceability of any provision of
this Deed of Trust shall not affect the legality, validity or enforceability of any .ether provision of this Deed of Trust.

Successors and Assigns. Subject to any limitations stated in this Dead.of Trest on transfer of Grantor's interest, this
Deed of Trust shall be binding upon and inure tc the 2enafit of the parties, their successors and assigns. If ownership of
the Property becomes vested in a person other than Grantor, Lender, without notice to Grantor, may deal with Grantor's
successors with reference fo this Deed of Trust and the indebledness by way of forbearance or extension without
releasing Grantor from the obligations of this Deed of Trust or liakility under the Indebledness..

Time is of the Essence. Time is of the essence in the performance of this Déedc}_f Trust. .

Waive Jury. All parties to this Deed of Trust hereby waive the right to any jury trial iri any aclion, proceeding, of
counterclaim brought by any party agains! any other party. A

Waiver of Homestead Exemption. Grantor hereby releases and waives all rigﬁ_ts';:_and __bé'ﬁgﬂfs of the homestead
examption laws of the State of Washingtan as to all Indebtedness secured by this Deed of Trust”

DEFINITIONS. The following capitalized words and terms shall have the following meanings when Lsed in'this Deed of Trust.
Unless specifically stated to the contrary, all references to dollar amounts shall mean amounts in lawfui-money of the United
Stales of America. Words and ferms used in the singular shall include the plural, and the plural-shall include the“singular, as
the context may require. Words and terms not atherwise defined in this Deed of Trust shall have the’ meanings-attributed lo
such terms in the Uniform Cemmercial Code: S

Beneficiary. The word "Beneficiary" means Horizon Bank, and its successors and assigns.

Borrower. The word "Borrower™ means Cling Construction and Design LLC, and all other persoﬁ-s_,ahd _eﬁiiﬂ_es'sjéqing
the Note in whatever capacity. o

Deed of Trusl. The words "Deed of Trust" mean this Deed of Trust among Granter, Lender, and Trusted, and includes
without limitation all assignment and security interest provisions relating to the Personal Property and Renfs:, "

Default. The word "Default” means the Default set forth in this Deed of Trust in the section litled "Default™ e
Environmental Laws. The words "Environmental Laws” mean any and all state, federal and local statutes, regulafions

and ordinances relating to the protection of human health or the environment, including without limiitation the

Comprehensive Environmental Response, Compensation, and Liability Act of 1280, as amended, 42 U.S.C. Segtion”

9601, et seq. ("CERCLA™, the Superfund Amendmenis and Reauthorization Act of 1986, Pub. L. No. 99489 ("SARA"), '.

the Hazardous Materials Transpartation Act, 49 U.S.C. Section 1801, et seq., the Resource Conservation and Recovery
Act, 42 1J.S.C. Section 6901, et seq., or other applicable state or federal laws, rules, or regulations adopled pursuant
thergto.

Event of Default. The words "Event of Defaull” mean any of the evenls of default set forth in this Deed of Trust in the ’ -
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- avanls of default section of this Deed of Trust.

'”Grantor. The word "Grantor™ means Cline Construction and Design LLC.

ﬁ"Guaranty The werd "Guaranty" means the guaranty from guarantor, endorser, surety, or accommodalion party to
Lender, lncludlng withput limitation a guaranty of all or part of the Note.

i Hazardous Substances. The words "Hazardous Substances" mean malerials thal, because of their quantily,

¢ doneentration’ or physical, chemical or infectious characteristics, may cause or pose a present or potential hazard to
‘human health or the environment when improperly used, treated, stored, disposed of, generated, manufactured,
'transpnrted or-olherwise handled. The words "Hazardous Substances" are used in their very broadest sense and
inélude withoUt limitation any and all hazardous or toxic substances, materials or wasle as defined by or listed under the
Environmental: Laws The term "Hazardous Substances" also includes, without limitation, petroleum and petroleum
by-—producis or any fractlon thereof and asbestos.

Improvements. The word "improvemenls” means all existing and future improvements, buildings, struclures, mobile
homes affixed on the-'HeaI'Prcperty, facilities, additions, replacements and other construction on the Real Property.

Indebledness. The word’ "Indebtedness" means all principal, interest, and other amounts, costs and expenses payable
under the Note orRefated ‘Documents, logether with all renewals of, extensions of, madifications of, consclidations of
and subsiitulions for the*Note or Related Documents and any amounts expended or advanced by Lender to discharge
Grantor's obligaticns of ‘expenses incurred by Trustee or Lender to enforce Grantor's obiigations under this Deed of
Trust, together with interest cn $uch amounis as provided in this Deed of Trust,

Lender. The word "Lender" means Horlzon Bank, its succassors and assigns.

Note. The word "Note” means-the prerissory note dated January 23, 2003, in the original principal amount
of $216,800.00 from Graritor to Lender, togethar with all renewals of, extensions of, moditications of, refinancings of,
consolidations of, and substltuhons for the prormssory note or agreement. The maturity date of this Deed of Trust is
Febroary 1, 2004. .

Personal Property. The words "Perscna! Property mean all equipment, fixtures, and other arlicles of paersonal property
now or hereafter owned by Grantor,"and now or hereafter altached or affixed to the Real Property; together with all
accessions, parts, and additions to; all-feplacements of, and all substitutions for, any of such property; and together with
all issues and profits thereon and:praceeds. (mcludmg without limitation alf insurance proceeds and refunds of premiums)
from any sale or other disposition of the Property

Property. The word "Froperty” mears collectwely the Real Property and the Personal Properly.

Rea! Property. The words "Real Property“ rnean the rea1 property, interests and rights, as further described in this Deed
of Trust.

Related Pocuments. The words "He?ated" Docuine_mts" mean all promissaory notes, credit agreements, loan agreements,
environmental agreements, guaranties, secdrity "agreements, mortgages, deeds of trust, security deeds, collateral
mertgages, and all other instruments, agreements and documents, whether now or hereafler existing, executed in
connection with the Indebtedness.

Rents. The word "Rents” means all present and future rents,: revenues income, issues, royalties, profits, and other
benefits derived from the Property. - -

Trustee. The word "Trustee" means Westward Financial Serwces lnc, Whose mailing addrass is 1500 Cornwall Avenue,
Bellingham, WA 98225 and any subslitute or successor 1rustees

GRANTOR ACKNOWLEDGES HAVING READ ALL THE PRQVISIONS ‘OF THIS DEED OF TRUST, AND GRANTOR
AGREES TO ITS TERMS.

GRANTOR:

e
Wiy,
\\\ i f"

-
: s -
STATE OF i.‘&\hiﬂ&*@\z ) § oo 2 %
: G A I
COUNTY OF %,LA}— :SS ‘.;}'-;.:._., bg© ’é’-‘?
C ”.'fé\ 0'- ﬁ,?%ﬁ'\i@ VK'.'.

; N
On this C)?\_)) YA day of /\\CLY\ 20 O% "'{a’ S;\t\‘\he uridersigned
Notary Pubfic, personally appeared John W CFhne, Member of Cline Construction and Design LLU, and persénally known
to me or proved to me on the basis of satisfactory evidence to be a of the limited liability company that exéculed the Deed of
Trusi and acknowledgead the Deed of Trust io be the free and voluntary act and deed of the limited liability comparyy, by
authority of statute, its articles of crganization or its cperating agreement, for the uses and purposes therein, mentioned, ‘and
on oath stated that he or she is authorized to execute this Deed of Trust and in fact executed the Deed of. Trust on behalf of

the limilgd liability copipany.
By CLJQQQ Q %M’ Residing at HW

Nofary Public in and for the State of Ll)A' My commission expires - JQ'O@
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