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CHIOAGO TITI.E 00. DEED OF TRUST
DATE: April 5 2004

Reference # (if apphcable) IC30603 SM / Additional on page
Grantor(s):
1. Matthews lemg Trust

Grantee(s)
1. Banner Bank :
2. Northwest Financial’ Cerporatmn A Washington Corporation, Trustee

Legal Description: Ptn. Lot 11, Blk 5 Bmgham Acreage Additional on page 9
Assessor's Tax Parcel |D#: 3864-005—011-0000

THIS DEED OF TRUST is dated April 5,.2004, among The Unknown Trustees of the Matthews
Living Trust dated December 18, 2002 ("Grantor"); Banner Bank, whose mailing address is Oak
Harbor Branch, 785 S.E. Bayshore Dr., Suite 103, Qak ‘Harbor, WA 98277 {referred to below
sometimes as "Lender” and sometimes as "Benefi iciary” ");.and Northwest Financial Corporation,
A Washington Corporat:on whose mailing address is P. 0 Box 907, Walla Walla, WA 99362
{referred to below as "Trustee"). .
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ey DEED OF TRUST
- LoaniNo: 41034192 (Continued) Page 3

] Pu'f\_g_-to Protect. Grantor agrees neither to abandon or leave unattended the Froperty. Grantor shall do all other
~“acts, in addition 1o those acts set forth above in this section, which from the character and use of the Property are
reasonably necessary to protect and preserve the Property.

“DUE QN SALE - COI\ISENT BY LENDER. Lender may, at Lender's option, (A} declare immediately due and payable all
sumg secured by this Deed of Trust or (B} increase the interest rate provided for in the Credit Agreament or ather
document evidehcing the Indebtedness and impose such ather conditions as Lender deems appropriate, upon the sale or
transfer, without ;L ender's prior written consent, of all or any part of the Real Property, or any interest in the Real
Property. A."sale ortransfer" means the conveyance of Real Property or any right, title or interest in the Real Property;
whether Iegal beneficial or equitable; whether voluntary or invaluntary; whether by outright sale, deed, installment sale
contract, “land contract contract for deed, leasehold interest with a term greater than three (3) years, lease-option
contract, or by sale, assignment, or transfer of any beneficial interest in or to any land trust holding title to the Real
Property, or' by any ather.rethod of conveyance of an interest in the Real Property. However, this option shall not be
exercised by:Lender |f such.éxercise is prohibited by federal law or by Washington law.

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

Payment. Grafhtpr‘"sha!‘l.__pav.:When due {and in all events prior to delinquency} all taxes, special taxes, assessments,
charges (including water and-séewer), fines and impositions levied against or on account of the Property, and shall
pay when due all claims for work done on or for services rendered or material furnished to the Property. Grantor
shall maintain the Property frée of all liens having priority over or egual to the interest of Lender under this Deed of
Trust, except for the:lien 'of,taiesgand assessments not due, except for the Existing Indebtedness referred to
below, and except as otherwise.provided in this Deed of Trust.

Right to Contest. Grantor may withhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the obligation to pay, so long as Lender's interest in the Property is not jeopardized. If a lien arises or
is filed as a result of nonpayment, Grantor shall within fifteen (15) days after the lien arises or, if a lien is filed,
within fifteen (15) days after-Grantor has notice of the filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lender cagh’or g“sufficient corporate surety bond or other security satisfactory to Lender in an
amount sufficient to discharge the lien:plus any costs and attorneys’ fees, or other charges that could accrue as a
result of a foreclosure or sale under the lien.~.In any contest, Grantor shall defend itself and Lender and shall
satisfy any adverse judgment before enforcement.against the Property. Grantor shall name Lender as an additional
obligee under any surety bond furnished 1n the cantest proceedings,

Evidence of Payment. Grantor shall’ upqn démand furnish to Lender satisfactory evidence of payment of the taxes
or assessments and shall authorize the appropriate governmental official to deliver to Lender at any time a written
statement of the taxes and assessments agamst the Property.

Notice of Construction. Grantor shall not!f‘y Lender at least fifteen {15} days before any work is commenced, any
services are furnished, or any materials are_$upplied to the Property, if any mechanic's lien, materialmen’s lien, or
ather lien could be asserted on account of the work, services, or materials and the cost exceeds $1,000.00.
Grantar will upon request of Lender furnish to Lender advance assurances satisfactory to Lender that Grantor can
and will pay the cost of such improvements. .

PROPERTY DAMAGE INSURANCE. The following provusmns relating ta tnsurmg the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and m_a1nta|n pollcres of fire insurance with standard extended
coverage endorsements on a replacement basis for the full insurgble value covering all Improvements on the Real
Property in an amount sufficient to aveid application 6f any coinsirance clause, and with a standard mortgagee
clause in favor of Lender, together with such other hazard and liakility-insurance as Lender may reasonably require.
Policies shall be written in form, amounts, coverages and “basis reéasonably.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 time the policies or certificates of insurance in form satisfactory: to Lender, including stipulations that
coverages will not be cancelled or diminished without at least ten {10} days:prior written notice to Lender. Each
insurance policy also shall include an endorsement providing that coverage in favor of Lendsr will not be impaired
in any way by any act, emission or default of Grantor or any othe__r person.” 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 obtain and maintain Federal Flood Insurance, if availablg, within ‘45 days after notice is given by
Lender that the Property is located in a special floed hazard area, for the full unpaid prlncmal balance of the loan
and any prior liens on the property securing the loan, up to the maximum p_ol'rcy limits.set under the National Flood
Insurance Program, or as otherwise required by Lender, and to maintain s‘u(:h insuranc‘e for the term of the loan.

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the Property if the
estimated cost of repair or replacement exceeds $1,000.00. Lender may make proof of loss if Grantor fails to do
so within fifteen {15) days of the casualty. Whether or not Lender's security is ifpaired, Lender may, at Lender’s
election, receive and retain the proceeds of any insurance and apply the proceeds to“the reduction of the
Indebtedness, payment of any lien affecting the Property, or the restoration and repair of the Property. If Lender
alects to apply the proceeds to restoration and repair, Grantor shall repair or reéplace-the” ‘damaged or destroyed
Improvements in a manner satisfactory to Lender. Lender shall, upon satisfactory-proof of such expendlture pay
or raimburse 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, 1o. pay any amount
owing to Lender under this Deed of Trust, then to pay accrued interest, and the remainder,: if -aiy, shall be applied
to the principal balance of the Indebtedness., |If Lender holds any proceeds after payment in fuII .of the
Indebtedness, such proceeds shall be paid without interest to Grantor as Grantor's interests fay: appear o

Compliance with Existing Indebtedness. During the periad in which any Existing Indebtedness, desenbed below is
in effect, compliance with the insurance provisions contained in the instrument evrdencrng such Extstmg
Indebtedness shall constitute compliance with the insurance provisions under this Deed of Trist,to the extent
compliance with the terms of this Deed of Trust would constitute a duplication of insurance reqmrement H any:,
proceeds from the insurance become payable on loss, the provisions in this Deed of Trust for division:.of proceeds i
shall apply only to that portion of the proceeds not payabile to the holder of the Existing Indebtedness:; i

LENDER'S EXPENDITURES. If Grantor fails {A) to keep the Property free of ail taxes, liens, securrt:;,/ _in'tere‘”s_fs,--‘

encumbrances, and other clalms, (B) to provide any required insurance on the Property, {C} to make repairsto the

Property or to comply with any obligation to maintain Existing Indebtedness in good standing as required beléw, then”

Lender may do so. I any action or proceeding is commenced that would materially affect Lender's interests in the - '.

Property, then Lender on Grantor's behalf may, but is not required to, take any action that Lender believes to be
appropriate 1o protect Lender's interests. All expenses incurred or paid by Lender for such purposes will thenbéar
interest at the rate charged under the Credit Agreement from the date incurred or paid by Lender to the date of

RUR RN
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S DEED OF TRUST
r_,_oarr'_;uo: 41034192 {Continued) Page 5

; L der and make it available to Lender within three (3} days after receipt of written demand from Lender to the
*extent permitted by applicable law.

. *Addresses The mailing addresses of Grantor (debtor) and Lender (secured party) from which information
concemmg ‘the security interest granted by this Deed of Trust may be obtained (each as required by the Uniform
Cnmmercral Code) are as stated on the first page of this Deed of Trust.

FURTHER ASSURANCES ATTORNEY-IN-FACT. The following grovisions relating to further assurances and
attorpgy-in- fact are a _part of this Deed of Trust:

Further Assurances At any time, and from time to time, upon request of Lender, Grantor will make, execute and
deliver;or will cause to be made, executed or delivered, to Lender or to Lender's designee, and when raquested by
Lender, gduse'to be filed, recorded, refiled, or rerecorded, as the case may be, at such times and in such offices
and places as Le_nder fnay deem appropriate, any and all such mortgages, deeds of trust, security deeds, security
agreements, financing$tatements, continuation statements, instruments of further assurance, certificates, and
other documents as.may,in the sole opinion of Lender, be necessary or desirable in order to effectuate, complete,
perfect, continue_.or preserve (1) Borrower's and Grantor's obligations under the Credit Agreement, this Deed of
Trust, and the Rélated Doguments, and (2} the liens and security interests created by this Deed of Trust on the
Property, whether néw:owned or hereafter acquired by Grantar. Unless prohibited by law or Lender agrees to the
contrary in writing, Grantor shall reimburse Lender for all costs and expenses incurred in connection with the
matters referred to in this paragraph

Attorney-in-Fact. |f Gr.antor fal]s::to do any of the things referred to in the preceding paragraph, Lender may da so
for and in the name of Granter and ‘at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints
Lender as Grantor’s attorney-m -fact-for the purpose of making, executing, delivering, filing, recording, and doing all
other things as may be necessarv of dasirable, in Lender's sole opinion, to accomplish the matters referred to in
the preceding paragraph.: /|

FULL PERFORMANCE. If Borrcwer pavs all ‘the Indebtedness when due, terminates the credit line account, and
otherwise performs all the obligationis: imposed gpon Grantor under this Deed of Trust, Lender shall execute and deliver
to Trustee a request for full reconveyance and shall execute and deliver to Grantor suitable statements of termination of
any financing statement on file evidencing Lender's security interest in the Rents and the Personal Property. Any
reconveyance fee shall be paid by Grantor, if periitted by applicable law. The grantee in any reconveyance may be
described as the "person or persons legally” antitled thereto”, 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. Grantor will be in default under this Deed of Trust if any of the following happen: (A} Grantor
commits fraud or makes a material misrepresentation at“any time in connection with the Credit Agreement. This can
include, for example, a false statement about Borrower's of Grantor's income, assets, liabilities, or any other aspects of
Borrower's or Grantor's financial condition. (BJ “Borfower dogs not meet the repayment terms of the Credit Agreement.
{C} Grantar's action or inaction adversely affectg the collateral or Lender's rights in the collateral, This can include, for
example, failure to maintain required insurance, wasts or destructive use of the dwelling, failure to pay taxes, death of
all persons liable on the account, transfer of title or sale of the dwelling, creation of a senior lien on the dwelling
without Lender’s permission, foreclosure by the holder of another Ilen, or the use of funds or the dwaelling for prohibited
pUrposes. K

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default.-dccurs under this Deed of Trust, at any time thereafter,
Trustee or Lender may exercise any one or more of the followmg.-rlghts and remedies:

Election of Remedies. All of Lender’s rights and remedies will: be cumulative and may be exercised alone or
together. An election by Lender to choose any one rémedy will ngt bar Lender from using any other remedy. [f
Lender decides to spend mcney or to perform any of Grantoi's oblrgatrons under this Deed of Trust, after Grantor's
failure to do so, that decision by Lender will not affect Lerider's rrght to. declare Grantor in default and to exercise
Lender's remedies, S

Accelerate Indebtedness. Lender shall have the right at its opt"inn" to declare- the entire Indebtedness immediately
due and payable, ; i

Foreclosure. With respect to all or any part of the Real Propert\r, the Trustee shall have the right to exercise its
power of sale and to foreclose by notice and sale, and Lender. shall have the: right to foreclose by judicial
foreclosure, in either 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 Property, Lender shall have all the rights and
remedies of a secured party under the Uniform Commercial Code.

Collect Rents. lender shall have the right, without notice to Borrower or. Grantor to ake possession of and
manage the Property and collect the Rents, including amounts past due and.unpaid; and apply the net proceeds,
over and above Lender's costs, against the Indebtedness. In furtherance of this right, Lender may requirg any
tenant or other user of the Property to make payments of rent or use fees dirgctly to Lendér. If the Rents are
collected by Lender, then Grantor irrevocably designates Lender as Grantor's attorfey-in-fact to endorse
instruments received in payment thereof in the name of Grantor and to negotiate the _same: and collect the
proceeds. Payments by tenants or other users to Lender in response to Lender's démand shall satisfy the
obligations for which the payments are made, whether or not any proper grounds far-the demand éxisted. Lender
may exercise its rights under this subparagraph either in person, by agent, or through a receiver"

Appoint Receiver. Lender shall have the right to have a receiver appainted to take possessron of ali or any part of
the Property, with the power to protect and preserve the Property, to operate the Property precedlng or pending
foreclosure or sale, and to collect the Rents from the Property and apply the proceeds, ovér and dbove the cost of
tha receivership, against the Indebtedness. The receiver may serve without bond if permitted.-by.law.. Lender 8
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. Employment by Lender shall not disqualify a persons from servrng as a
receiver. L

Tenancy at Sufferance. |f Grantor remains in possession of the Property after the Property is 'sdld as” p'rovided.k_
above or Lender otherwise becomes entitied to possession of the Property upon default of Grantor, Grantor shall =
become a tenant at sufferance of Lender or the purchaser of the Property and shall, at Lender's option; eithes ™ {1} ;3"
pay a reasonabla rental for the use of the Property, or (2} vacate the Property immediately upon the: demand of’
Lender. A

Other Remedies. Trustee or Lender shall have any other right or remedy provided in this Deed of Trust or. thev""
Credit Agreement or by law. i

Notice of Sale. Lender shall give Grantor reasonable notice of the time and place of any public sale of the Personal
Property or of the time after which any private sale or other intended disposition of the Personal Property is to be

made. Reasonable notice shall mean notice given at least ten (10} davs before the time of the sale or disposition. .~
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A DEED OF TRUST
* Loan:No: 41034192 {Continued) Page 7

; ’ with kender cancerning the matiers covered by this Deed of Trust. To be effective, any change or amendment to
this"Deed of Trust must be in writing and must be signed by whoever will be bound or obligated by the change or
3 kamendment

v Gaptmn Headlngs Caption headings in this Deed of Trust are for convenience purposes only and are not to be
_)used to |nterpret or define the provisions of this Deed of Trust.

Merger. There shall be no merger 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 capacity, without the written consent
of Lendsér.

Govermng La'\rv.“"Thls Deed of Trust will be governed by and interpreted in accordance with federal law and the
laws of the State of Washlngton This Deed of Trust has been accepted by Lender in the State of Washington.

Joint and Sevaral Liabllltv All obligations of Borrower and Grantor under this Deed of Trust shall be joint and
saveral, and all teferences to Grantor shall mean each and every Grantor, and ait references to Borrower shall mean
each and every Befrower, This means that each Borrower and Grantor signing below is responsible for all
obligations in this’ Deed of. Trust

No Waiver by’ Lender Grantor understands Lender will not give up any of Lender's rights under this Deed of Trust
unless Lender does so in writing. The fact that Lender delays or omits to exercise any right will not mean that
Lender has given up that rlght. i Lender does agree in writing to give up one of Lender's rights, that does not
mean Grantor will not have .to comply with the other provisions of this Deed of Trust. Grantor alse understands
that if Lender does consent to-a’ request that does not mean that Grantor will not have to get Lender’'s consent
again if the situation happens again.:. Grantor further understands that just because Lender consents to one or
more of Grantor's requests. that does not mean Lender will be required to consent to any of Grantor's future
requests. Grantor waives presentment, demand for payment, protest, and notice of dishonor.

Severability. If a court finds that any provision of this Deed of Trust is not valid or should not be enforced, that
fact by itself will not mean, thatthe rest-of ‘this Deed of Trust will not be valid or enforced, Therefore, a court will
enfarce the rest of the prcnns;ons of thls Déed of Trust even if a provision of this Deed of Trust may be found to be
invalid or unenforceable. . :

Successors and Assigns. Sub;ect to any. limitations stated in this Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shall be binding upen and inure to the benefit of the parties, their successors and assigns. If
ownership of the Property becomes vestad in a.person other than Grantor, Lender, without notice to Grantor, may
deal with Grantor's successors with feference to this Deed of Trust and the Indebtedness by way of forbearance or
extension without releasing Grantor from'the dbligatiofis of this Deed of Trust or liability under the indebtedness.

Time is of the Essence. Time is of the as'sq.nce in‘t’he‘berformance of this Deed of Trust,

Waiver of Homestead Exemption. Grantor he'r'el:r'\"r' releases and waives all rights and benefits of the homestead
exemption laws of the State of Washington'rss tb' all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The following words shall have the following meanings when used in this Deed of Trust:
Beneficiary. The word "Beneficiary” means Bannér Bank, and its.successors and assigns.

Borrower. The word "Borrower" means Terrence G. Matthews and Donna S. Matthews and includes ali co-signers
and ce-makers signing the Credit Agresment, s L

Credit Agreement. The words "Credit Agreement” mean the credlt agreement dated April 5, 2004, with credit
limit of $30,000.00 from Borrawer to Lender, together with all renewals of, extensions of, medifications of,
refinancings of, caonsolidations of, and substitutions for the- pmmlssory note or agreement. NOTICE TO GRANTOR:
THE CREDIT AGREEMENT CONTAINS A VARIABLE INTEREST RATE

Deed of Trust. The words "Deed of Trust' mean this Deed of Trust among Grantor, Lender, and Trustee, and
includes without limitation all assignment and security mterest prowsrons relatlng to the Perscnal Property and
Rents. k:

Event of Default. The woards "Event of Default" mean any of the. events of default set forth in this Deed of Trust in
the events of default section of this Deed of Trust. . &

Existing Indebtedness. The words "Existing Indebtedness™ mean the lndebtedness descnbed in the Existing Liens
provision of this Deed of Trust. e

Grantor. The word "Grantor" means Matthews Living Trust,

Improvements. The word "Improvements” means all existing and future lrnprovements, buildings, structures,
mabile homes 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,’ eosts and expenses
payable under the Credit Agreement or Related Documents, together with: al} renewals of, extensions of,
madifications of, consotidations of and substitutions for the Credit Agreement. or.Related Documents and any
amounts expended or advanced by Lender to discharge Grantor’s obligations or expensés lncurred by Trustee or
Lender to enforce Grantor's obligations under this Deed of Trust, together with |nterest on such amounts as
provided in this Deed of Trust.

Lender. The word "Lender” meaans Banner Bank, its succesaors and assigns. The words "successors or assigns”
mean any person or company that acquires any interest in the Credit Agreement. T

Personal Property. The words "Personal Property” mean all equipment, fixtures, and othér _grtis.lés q.f-"iber_sonal
property now or hereafter owned by Grantor, and now or hereafter attached or affixed to’ the Real Property;
together with all accessions, parts, and additions to, alf replacements of, and all substitutions for ans} of. such
property; and together with all issues and profits thereon and proceeds (including without Iamrtatmn ail msurance
proceeds and refunds of premiums) from any sale or other disposition of the Property. :

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

Real Property. The words "Real Property” mean the real praperty, interests and rights, as further despr'ibed_:.iri
Deed of Trust. ) : :

Related Documents. The words “Related Documents®™ mean all promissory notes, credit agreements, Ioanuu-"
agreements, guaranties, security agreements, mortgages, deeds of trust, security deeds, collateral mortgages, and

all other instruments, agreements and documents, whether now or hereafter existing, executed in connection with:"
the Indebtedness provided, that the environmental mdemmty agre~~—=nte ara not "Related Bocuments” and afe
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EXHIBIT “A”

Parcel A

Lot 11 Block 5 'BINGHAM ACREAGE, according to the plat thereof recorded in Volume 4 of
Plats, . p_age 24 records of Skagit County, Washington,

'EXGEPT South 6.1 feet thereof.

ParcelB: -~

An easement for mgress and egress as described in Declaration of Easement, recorded
January 17, 2003 under Audstors File No. 200301170133, records of Skagit County,

Washington;

Situated in Skagit CO_l:l_n‘t'._;y., -@kashin_gton.

. <END OF EXHIBIT “A” -
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