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DEED OF TRUST

DATE: August 3, 2004 : l e

Reference # (if appllcable) Additional on page
Grantor(s): .
1. Yarcho, Aaron W

Grantee(s)
1. Horizon Bank P
2. Westward Financial: Sewlces Inc Trustee

Legal Description: SECTION 18, "I’O__W.NS:HIP 35, RANGE 7; PTN. NE 1/4  Additional on page 9
Assessor's Tax Parcel ID#: 350718-13035-01_.18.3"

THIS DEED OF TRUST is dated August 3, 2004, among Aaron W Yarcho, whose address is
36647 State Route 20, Sedro Woolley, WA 98284; as his separate estate ("Grantor"); Horizon

Bank, whose mailing address is Mount Vernon, PO Box 100 / 1503 Riverside Drive, Mount
Vernon, WA 98273 (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 to belaw as “Trustee")
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CONVEYANGE AND GRANT. For valuabie consideration, Grantor conveys to Trustee in trust with power of sale, right
‘of entry ahd possession and for the benefit ¢f Lender as Beneficlary, all of Grantor's right, title, and interest in and to the
followirig described real property, together with all existing or subsequently erected or affixed buildings, improvements and
fixtures; ‘all easements, rights of way, and appurtenances; all water, water rights and ditch rights (including stock in utilities
with ditch or irrigaticn rights); and all other rights, royalties, and profits relating to the real proper?(, includin? without limitation

all minerals, oil, gas, geothermal and similar matters, (the "Real Property") located In Skagit County, State

of Washington

See Schedule C; which Is attached to this Deed of Trust and made a part of this Deed of
Trust as.if fully‘set forth herein.

The Real Property. or its address Is commonly known as 36647 State Route 20, Sedro
Woolley, WA 98284, Th_"e,‘ReaI Property tax Identification number is 350718-1-035-0118

REVOLVING LINE OF CREDIT. ‘This Deed of Trust secures the Indebtedness Including, without limitation, a revolving
line of credit,with &.varlable rate of. interest, which obligates Lender to make advances to Grantor up to the credit
limit so long as Grantor complies with all the terms of the Credit Agreement and the line of credit has not been
terminated, suspended or cancelled; the Credit Agreement allows negative amortization. Such advances may be
made, repaid, and remade from time to.time, subject to the limitation that the total outstanding balance cwing at any
one time, not including finance charges on such balance at a fixed or variable rate or sum as provided in the Credit
Agreement, any temporary.overages, other charges, and any amounts expended or advanced as provided in either the
Indebtedness paragraph or this paragraph, shall not exceed the Credlt Limit as provided in the Credit Agreement. It is
the intentlon of Grantor and Lender that this Deed of Trust secures the balance outstanding under the Credit
Agreement from time to time from zero up to.the Credit Limit as provided in this Deed of Trust and any intermediate
balance. Funds may be advanceéd by Lender, repaid, and subsequently readvanced. The unpald balance of the
revolving line of credit may at certain times be lower than the amount shown or zero. A zero balance does not
terminate the line of credit or terminate Lender's obligation to advance funds to Grantor. Therefore, the lien of this
Deed of Trust will remain fn full force and effect notwithstanding any zero balance.

Grantor hereby assigns as security to Lender; all of-Grantor's right, title, and interest in and to all leases, Rents, and profits of
the Property. This assignment is recordedin 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 of Trust. Lender grants to Grartor a license to collect

the Rents and profits, which license may be revoked at Lender's option and shall be automatically revoked upan acceleration
of all or part of the Indebtedness. . A

THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS
AND PERSONAL PROPERTY, IS GIVEN TQ SECURE (A) PAYMENT OF THE INDEBTEDNESS AND (B)
PERFORMANCE OF EACH OF GRANTOR'S AGREEMENTS AND OBLIGATIONS UNDER THE CREDIT AGREEMENT,
THE RELATED DOCUMENTS, AND THIS DEED OF TRUST. THIS DEED OF TRUST IS GIVEN AND ACCEPTED ON THE
FOLLOWING TERMS: Tk o

PAYMENT AND PERFORMANCE. Except as otherwise provided |n1h|s Deed of Trust, Grantor shall pay to Lender all
amounts secured by this Deed of Trust as they become due, and.shall strictiy and in & timely manner perform all of Grantor’s
obligations under the Credit Agreement, this Deed of Trust, and.the Related Documents.

POSSESSION AND MAINTENANCE OF THE PROPERTY. Grantor agree:sﬂwat Grantor's possession and use of the Property
shall be govemed by the following provisions: o e

Possession and Use. Until the occurrence of an Event of Default; Grartor may- (1) remain in possession and control of
the Property; (2) use, operate or manage the Property; and (3) collect the Rents from the Property (this privilege is a
licanse from Lender to Grantor automatically revoked upon defaull). The following provisions relate to the use of the
Property or to other limitations on the Property. The Real Property is not used principally for agricultural purposes.

Duty to Maintain. Grantor shall maintain the Property in good condition and.promptly perform all repairs, replacements,
and maintenance necessary to preserve its value. T e

Compliance With Environmental Laws. Grantor represents and warrants to Lefidérthat: (1) During the period of
Grantor's ownership of the Property, there has been no use, generation, marisfacture, storage, treatment, disposal,
release or threatened release of any Hazardous Substance by any person 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, generation,
manufacture, storage, treatment, disposal, release or threatened release of any-Hazardous Substance on, under, about
or from the Property by any prior owners or accupants of the Property, or (¢) any.actual or threatened litigation or
claims of any kind by any person relating to such matters; and (3) Except as previously disclosed te'and acknowledged
by Lendsr in writing, {a) neither Grantor nor any tenant, contractor, agent or other authorized user of the Property shall
use, generate, manufaciure, store, treat, dispose of or release any Hazardous Substance on, undér, about or from the
Property; and (b) any such activity shall be conducted in compliance with &ll applicable federal, state, and local laws,
regulations and ordinances, including without limitation all Environmental Laws. Grantor-authpfizes Lender and its
agents to enter upon the Property to make such inspections and tests, at Grantor's expense, as-Lender may deem
appropriate to determine compliance of the Property with this section of the Deed of Trust,” Any-inspections or tests
made by Lender shall be for Lender's purposes only and shall not be construed to create any résponsibility or liabifity on
the part of Lender to Grantor or to any other person. The representations and warranties contained herein‘are based on
Grantor's due diligence in investigating the Froperty for Hazardous Substances. Grantor hereby (1} .releases and
waives any future claime against Lender for indemnity or contribution in the event Grartor becomes liable Tor ¢leanup or
other costs under any such laws; and (2) agrees fo indemnify and hoid harmless Lender against.any and all ‘claims,
losses, liabilities, damages, penaltiss, and expenses which Lender may directly or indirectly sustain or‘suffer resuttirig

from a breach of this section of the Deed of Trust or as a consequence of any uss, generation, maniffacture, storage;”

disposal, release or threatened release occurring prior to Grantor's ownership or interest in the Property;.whether &r not
the same was or should have been known to Granter. The provisions of this section of the Deed of Trust, including the:
obligation to indemnify, shall survive the payment of the Indebtedness and the satistaction and reconveyance of the lién
of this Deed of Trust and shall not be affected by Lender's acquisition of any interest in the Property, whethér by
foreciosure or otherwise. S

Nulsance, Waste. Grantor shall not cause, conduct or permit any nuisance nor commit, permit, or sutfer any stripping of. .~
or waste on or to the Property or any portion of the Property. Without limiting the generality of the foregoing, Grantor will- .~
not remove, or grant to any other party the right to remove, any timber, minerals (including oil and gas), coal, clay,.”
scoria, soil, gravel or rock products without Lender's prior written consent. S

Removal of Improvements. Grantor shall not demolish or remove any Improvernents from the Real Property without

.
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I;éndeif's prior written consent, As a condition to the removal of any Improvements, Lender may require Grantor to make
arrangements satisfactory to Lender to replace such Improveiments with Improvements of at least equal value.

;e’ﬁqer.’s_'Rj_ght to Enter. Lendsr and Lender's agents and representatives may enter upon the Real Property at all
feasbnable times to attend to Lender's interests and to inspect the Real Property for purposes of Grantor's compliance
; with the terms and conditions of this Deed of Trust.

. Compliance with Governmental Requirements. Grantor shall promptly comply, and shall promptly cause compliance
“by-all agénts, tenants or other persons or entities of every nature whatsosver who rent, lease or otherwise use or ocoupy
the Property in any. manner, with all laws, ordinances, and regulations, now or hereafter in effect, of all governmental
authéritios applicable, to the use or occupancy of the Property. Grantor may contest 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 so and sa long as, in Lender's sole opinion, Lender’s interests in the
Property are not jeopardized. Lender may require Grantor to post adequate security or a surety bond, reasonabiy
satisfactory to Lénder; to protect Lender's interest.

Duty to Protect.-Grantor agrees neither to abandon or lsave unattended the Property. Grantor shall do all other acts, in
addition to those adts set fortfi above in this section, which from the character and use of the Property are reasonably
necessary to protect and preserve the Property.

DUE ON SALE - CONSENT BY'LENDER. Lender may, at Lender's option, (A} declare immediatsly due and payable all
sums secured by this Deed of:Trust or (B) increase the interest rate provided for in the Credit Agreement or other document
evidencing the Indebtedness and imposé-guch other conditions as Lender deems appropriate, upon the sale or transfer,
without Lender's prior written.consent, of-all'or any part of the Real Property, or any interest in the Real Property. A "sale or
transfer* means the conveyance of Real Property or any right, title or interest in the Real Property; whether legal, beneficial or
equitable; whether voluntary or.inyoluntary; 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_Jand trust holding titie to the Real Propery, or by any other method of conveyance of an
interest in the Real Property. However,. this.option shall not be exercised by Lender if such exercise is prohibited by federal
law or by Washington law. o :

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

Payment. Grantor shall pay when due (and-ifi all events prior to delinquency) all 1axes, special taxes, assessments,
charges (including water and sewer}; fines and impositions levied against or on account of the Property, and shall pay

when due all claims for work done on or_for services rendered or material furnished to the Property. Grantor shall

maintain the Property free of all liens having priority over or equal to the interest of Lender under this Deed of Trust,
except for the lien of taxes and assessments ot due, except for the Existing Indebtedness referred to below, and except
as otherwise provided in this Deed of Trust: ¢ T

Right to Contest. Grantor may withhold payment of any tax, assessment, or claim in connection with a good faith
disputs over the obligation to pay, so long as Lender's interest in the Property is not jecpardized. If a lien arises or is
filed as a result of nonpayment, Grantor shall within fifteen (15) days after the lien arises or, it 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 cash or a sufficient corporate surety bond or other security, satisfaclory to Lender in an amount sufficient to
discharge the lien pius any costs and attomeys’ fees, or other chargés 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 Leénder as an adglitional obligee under any surety bond furnished

in the contest proceedings. - SoF

Evidence of Payment. Grantor shall upon demand furnish 1o Lénder satisfactory evidence of payment of the taxes or
assessments and shall authorize the appropriate governmental-official 1o deliver o Lender at any time a written statement
of the taxes and assessments against the Property. EE

Notice of Construction. Grantor shall notify Lender at least fitteen (15) ddys before any work is commenced, any
services are furnished, or any materials are supplied to the Propery, if any mechanic’s lien, materialmen’s lien, or other
lien could be asserted on account of the work, services, or materials. Grantor will upon request of Lender fumnish to

Lender advance assurances satisfactory to Lender that Grantor can and will pay the‘cost of such improvements.

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

Maintenance of Insurance. Grantor shall procure and maintain policies of fire insurance with standard extended
coverage endorsements on a replacement basis for the full insurable value ‘covering all lmprovements on the Real
Property in an amount sufficient to avoid application of any coinsurance clause; and with a standard mortgagee clause in

favor of Lender, together with such other hazard and liability insurance as Lender riay reasenably require. Policies shall
be written in form, amounts, coverages and basis reasonably acceptabls to Lender and issued by a company or
companies reasonably acceptable to Lender. Grantor, upon request of Lender, will deliver to Lender from time to tirne

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 aiso shall
include an endorsement providing that coverage in favor of Lender will not be impaired in any ‘way:by any act, omission

or default of Grantor or any other person. Should the Real Property be located in an area designiated 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 available, within 45 days after notice is given by Lendsr that the’ Property-is located in a
special flood hazard area, far the full unpaid principal balance of the loan and any prior liens on the' property securing

the loan, up to the maximum policy limits set under the National Fiood Insurance Program, or &s otherwise tequired by
Lender, and to maintain such insurance for the term of the loan. Lo T

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the Property,+ Lerider ‘may
make proof of loss if Grantor fails to do $0 within fifteen (15) days of the casualty. Whether or not Lender's ‘security. is
impaired, Lender may, at Lender's election, receive and retain the proceeds of any insurance and apply the procgeds to
the reduction of the indebtedness, payment of any lien affecting the Property, or the restoration dnd-repair of the -
Property. If Lender elects to apply the proceeds to restoration and repair, Grantor shall repair or replace the damaged of .
destroyed Improvements in a manner satisfactory to Lender. Lender shall, upon satisfactory proof of such. expenditire, :
pay or reimburse Grantor from the proceeds for the reasonable cost of repair or restoration if Grantor is not in-defatit :
under this Deed of Trust. Any proceeds which have not been disbursed within 180 days after their receipt ahd which.
Lender has not committed to the repair or restoration of the Property shall be used first to pay any amount'ewing'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. If Lender holds any proceeds after payment in full of the Indebtedness, such procgeds -
shall be paid without interest to Grantor as Grantor’s interests may appear. A

Compiiance with Existing Indebtedness. During the period in which any Existing Indebtedness described below is in
affect, compliance with the insurance provisions contained in the instrument evidencing such Existing Indebtedness shalt
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kN constrtute compliance with the insurance provisions under this Deed of Trust, to the extent compliance with the terms of
¢ ¢ sthis'Deed of Trust would constitute a duplication of insurance requirement. If any proceeds from the insurance become

: ,payable on loss, the provisions in this Deed of Trust for division of proceeds shall apply only to that portion of the
proceeds not payabla to the holder of the Existing Indebtedness.

LENDER'S EXPENDITUHES It Grantor fails (A) to keep the Property free of all taxes, liens, security interests,
encymbrances, dnd other claims, (B) to provide any required insurance on the Property, (C) to make repairs to the
Property or to comply with any obligation to maintain Existing Indebtedness in good standing as reqmred below, then Lender
may do-so. If any action or proceeding is commenced that would materially affect Lender's interests in the Property, then
Lender-on Gr_antors behalf may, but is not required 1o, take any action that Lender believes to be appropriate to protect
Lender's iriterests: Al ‘expenses incurred or paid by Lender for such purposes will then bear interest at the rate charged
under the Creclit Agresment from the date incurred or paid by Lender to the date of repayment by Grantor. All such expenses
will become-a part ‘of the ‘indebtedness and, at Lender's option, will {A} be payable on demand; (B} be added to the
balance of the  Credit- Agreemént and be appomoned 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 term of the Crediit Agresment; or (C) be
treated as a ballcon payment which will be due and payable at the Credit Agreement's maturity. The Deed of Trust also will
secure payment of these.amounts.”. The rights provided for in this paragraph shall be in addition to any other rights or any
remedies to which Lender may be #ntifled on account of any default. Any such action by Lender shall not be construed as
curing the default so as to bar Fender from any remedy that it otherwise would have had.

WARRANTY; DEFENSE OF TlTLE The followrng provisions relating to ownership of the Property are a part of this Deed of
Trust:

Title. Grantor warrants that (a) Gran’(or holds good and markstable title of record to the Property in fee simple, free
and clear of all liens and encurbrances: other than those set forth in the Real Properly description or in the Existing
Indebtedniess section below or in any: tile insurance policy, tile report, or final title opinion issued in favor of, and
accepted by, Lender in connection with this Deed of Trust, and (b) Grantor has the full right, power, and authority to
execute and deliver this Deed of Trust to Lender.

Defense of Title. Subject to the exceptlon in the paragraph above, Grantor warrants 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 title ar the interest of Trustee or Lender-uinder this Deed of Trust, Grantor shall defend the action at Grantor's
expanse. Grantor may be the nominal. party in- siich proceeding, but Lender shall be entitled to participate in the
proceading and to be represented inthe proceedlng by counsel of Lenders own choice, and Grantor will deliver, or
cause 1o be delivered, to Lender such rnstruments as Lendsr may request from time to time to permit such participation.

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

Survival of Promises. All promises, agreements and statements Grantor has made in this Deed of Trust shall survive
the exscution and delivery of this Deed of Trust, shall be continuing in nature and shall remain in full force and effect until
such time as Grantor's Indebtedness is paid in full:.

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

Existing Lien. The lien of this Deed of Trust secufing the Indettedness may be secondary and inferior to an existing
lisn, Grantor expressly covenants and agrees to pay, or see tothe payment of, the Existing Indsbtedness and to prevent
any default on such indebtedness, any default under the |nstruments ewdencmg such indebtedness, or any default
under any security documents for such indebtedness.

No Modification. Grantor shall not enter into any agreement with 1:he holder of any mortgage, deed of trust, or other
security agreement which has priority over this Desd of Trust by which that-agreement ts modified, amended, extended,
or renewed without the prior written consent of Lender. Grantor ehall-fieither fequest nor accept any future advances
under any such security agreement without the prior written consent of Lender.”

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

Proceedings. If any proceeding in condemnation is filed, Grantor shall prompﬂy notify Lender in writing, and Grantor
shalt 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 to participate inthe” 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 0 be delivered to
Lender such instruments and documentation as may be requested by Lender from tlme to time to permit such

participation.

Application of Net Proceeds. If all or any part of the Property is eondemned by eminent domarn proceedings or by any
proceeding or purchase in lieu 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, Property. The net proceeds of
the award shall mean the award after payment of all reasonable costs, expenses, and attomeys fees rncurred by Trustee
or Lender in connection with the condemnation.

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORrrIES The followmg prowsmns relating to
governmental taxes, fees and charges are a part of this Deed of Trust:

Current Taxes, Fees and Charges. Upon request by Lender, Grantor shall execute such documents in’addition to this
Deed of Trust and take whatever other action is requested by Lender to perfect and continue Lendef'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 Desd of Trust, including without limitation &l taxes, fees documentary stamps,
and other charges for recording or registering this Deed of Trust.

Taxes. The following shall constitute taxes to which this section applies: (1) a specific tax upon thls typs of Deed of
Trust or Jupon all or any part of the Indebtedness secured by this Deed of Trust; {(2) a specffic tax.on Granter ‘which
Grantor is authorized or required to deduct from payments on the Indebtedness secured by this type of Deed of Trust;,

{3) a tax on this type of Deed of Trust chargeabla against the Lender or the holder of the Credit Agreement 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. [f 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 . @ -
contests the tax as provided above in the Taxes and Liens section and deposits with Lender cash or a suffrcnent F
corporate surety bond or other security satisfactory to Lender. .

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

Security Agreement. This instrument shall constitute a Security Agreement to the extent any of the Property constrtutes
fixtures, and Lender shall have all of the rights of a secured party under the Uniform Commercial Code as amended from

WY
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i 7 Atimefo time.
;7 Security Interest. Upon request by Lender, Grantor shall take whatever action is requested by Lender to perfact and
" coritinge Lender's security interest in the Personal Property. In addition to recording this Deed of Trust in the real
property records, Lender may, at any time and without further authorization from Grantor, file executed counterparts,
‘copies or rgproductions of this Deed of Trust as a financing statement. Grantor shall reimburse Lender for all expenses
- incurred in perfecting or continuing this security interest. Upon default, Grantor shall not remove, sever or detach the
.Personal Property from the Property. Upon default, Grantor shall assembls any Personal Property not affixed to the
Property in-a mafiner and at & place reascnably convenient to Grantor and Lender and make it available to Lender within

three (3)-days after keceipt of written demand from Lender to the extent permitted by applicable law.

Addrases':. The mailing addresses of Grantor {debtor) and Lender (secured party) from which information congerning
the seclirity interest granted by this Deed of Trust may be obtained {each as required by the Uniform Commercial Code)
are as stated on the first page of this Deed of Trust.

FURTHER ASSURANGES; - ATTORNEY-IN-FACT. The following provisions relating to further assurances and
attorney-in-fact are a part of this:Deed of Trust:

Further Assufrances:. ‘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 requested by

Lender, cause to be filed, retorded, refiled, or rerecorded, as the case may be, at such times and in such offices and
places as Lender may deem appropriate, any and all such morigages, deeds of trust, security deeds, security
agreements, financing,-statéments, continuation statements, instruments of further assurance, certificates, and other
documents as may, in the scle opinlori.of Lender, be necessary or desirable in order to effectuate, complete, perfect,

continue, or preserve” (1)7 Grantor's obligations under the Credit Agreement, this Deed of Trust, and the Related
Documents, and (2) the lieris and security interests created by this Deed of Trust on the Property, whether now owned
or hereafter acquired by Grantor. Urless 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. If Grantor falls 10 de’any of the things referred to in the preceding paragraph, Lender may do so for
and in the name of Grantor and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints Lender
as Grantor's attorney-in-fact for the purpose of making, executing, delivering, filing, recording, and doing all ather things
as may be necessary or desirable, in Lerider's.sole opinion, to accomplish the matters referred to in the preceding
paragraph. ST
FULL PERFORMANCE. |f Grantor pays all theIndebtedness when due, terminates the credit iine account, and ctherwise
performs all the obligations imposed upon Grantor under this*Deed 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 tinancing
statement on file evidencing Lender's security interest jn'the'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 "person or
persons legally entiled thereto", and the recitals iri.the’ reconveyance of any matters or facts shall be conclusive proof of the
truthfulness of any such matters or facts. R

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 gennection with the Credit Agreement. This ¢an include,
for example, a false statement about Grantor’s income, assels, liabilities-or-any other aspects of Grantor's financial condition.
{B) Grantor does not meet the repayment terms of the Credit Agreement.; (C) Grantor's action or inaction adversely affects
the collateral or Lender's rights In the collateral. This can inclute, for example; failure to maintain required insurance, waste or
destructive use of the dwelling, failure to pay taxes, death of al"persons liable on the account, fransfer of title or sale of the
dwelling, creation of a senior lien on the dwelling without Lender's permission, foreclosure by the holders of another lien, or the
use of funds or the dwelling for prohibited purposes. T

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs uhder this Deed of Trust, at any time thereatter,
Trustee or Lender may exercise any one or more of the following rights a_nd,--remedies'__: i

Election of Remedies. All of Lender's rights and remexdies will bé cumulative’and may be exercised alane or together.
An election by Lender to choose any one remedy will not bar Lender from using.any other remedy. If Lender decides to
spend money or to perform any of Grantor's obligations under this Deed of Trust;after Grantor's failure to do so, that
decision by Lender will not affect Lender’s right to declare Grantor in default-and-to exercise Lender's remedies.

Accelerate Indebtedness. Lender shall have the right at its option to decla;é jh'é entire Ihdebtedness immediately due

and payabie. G

Foreclosure. With respect to all or any part of the Real Property, the Trustes shall have the right to exercise Its power of
sale and to foreclose by notice and sale, and Lender shall have the right toforecless by judicial foreclosure, in either

case in accordance with and to the full extent provided by applicable law. Tt T

UCC Remedies. With respect to all or any part of the Personal Property, Lender shall have all the rights and rermedies of
a secured party under the Uniform Commercial Code. £

Collect Rents. Lender shall have the right, without notice to Grantor to take possession of and mariage the Property
and collect the Rents, including amounts past due and unpaid, and apply the net pro¢eeds, Over.and above Lender's
costs, against the Indebtedness. In furtherance of this right, Lender may require any tenant or ather-tser of the Property
to make payments of rent or use fees directly to Lender. If the Rents are collected by Lender, thén Grantor irrevocably
designates Lender as Grantor's attorney-in-fact to endorse instruments received in payment thergof in“the. name of
Grantor and to negotiate the same and collect the proceeds. Payments by tenants or other users to Lender inresponse
to Lender's demand shall safisfy the obligations for which the payments are made, whether or:not any_ proper grounds
for the demand existed. Lender may exercise its rights under this subparagraph either in persori; by agent, or through &
receiver. s S

Appoint Receiver. Lender shall have the right to have a receiver appointed to take possession of ali orany, part of the
Property, with the power to protect and preserve the Property, to operate the Property preceding or pending foreclosute
or sale, and to collect the Rents from the Property and apply the proceeds, over and above the cost ot the receivership, .
against the Indebtedness. The receiver may serve without bond if permitted by law. Lender’s right to the appointment”
of a receiver shall exist whether or not the apparent value of the Property exceeds the Indebtedness by a:substanitial
amount. Employment by Lender shall not disqualify a person from serving as a receiver. i

Tenancy at Sufferance. If Grantor remains in possassion of the Property after the Property is sold as provided aboveror -
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, either (1) pay'a .-
reasonable rental for the use of the Property, or (2) vacate the Property immediately upon the demand of Lender. :

Other Remedies. Trustee or Lender shall have any other right or remedy provided in this Deed of Trust or the Credit
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- Notlce of Sale. Lender shall give Grantor reasonable notice of the time and place of any public sale of the Personal
oy --Propelty or of the time after which any private sale or other intended disposition of the Personal Property is to be made.
/" Reasonable notice shall mean notice given at least ten {10) days befors the time of the sale or disposition. Any sale of
the’ Personal Property may be made in conjunction with any sale of the Real Property.

Sale of the. Property. To the extent permitted by applicable law, Grantor hereby waives any and all rights o have the
“Pfoperty marshalled. In exercising its rights and remedies, the Ttustee 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 entitted to bid at any public sale on all
or any. portson of the Property.

Attorneys Fees, ExPenses If Lender institutes any suit or action to enforce any of the terms of this Deed of Trust,
Lender shalt be entitled to recover such sum as the court may adjudgs reasonable as attorneys' fees at trial and upon
any appeal. Whether ‘or not any court action s 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 rlghts shall become a part of the Indebtedness payable on demand and shall bear interest at the
Credit Agreermnent rate fomi.the date of the expenditure until repaid. Expenses covered by this paragraph include,
without limitation,“however., subject to any limits under applicable law, Lender's attormneys’ fees and Lender's legal
expenses, whether or not there is a lawsuit, including attorneys’ fees and expenses for bankruptey proceedings
{including efforts“to modify or vacate any automatic stay or injunction), appeals, and any anticipated post-judgment

collaction services, thecost-of searching records, obtaining title reports (including foreclosure reports), surveyors’
reports, and appraisal fess; tile’Insurance, and fees for the Trustee, to the extent permitted by applicable law. Grantor
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 duties of Lender as set forth in this section.

POWERS AND OBLIGATIONS 0F TFlUSTEE. The following provisions relating fo the powers and obligations of Trustee
(pursuant to Lender's instructions) are part of thas Deed of Trust:

Powers of Trustee. In addltlon toall powers of Trustee arising as a matter of law, Trustee shall have the power to take
the following actions with respect to the-Property upon the written request of Lender and Grantor: (a} join in preparing
and filing a map or plat of the Real Proper‘ty including the dedication of streets or other nghts to the public; (b} join in
granting any easement or creating any restriction. on the Real Property; and {c) join in any subordination or other
agreement affecting this Deed of Tyust or the inferest of Lender under this Deed of Trust.

Obligations to Notify. Trustee shall not be obiigated to notify any other party of a pending sale under any other trust
deed or lien, or of any action or proGesding. i’ which Grantor, Lender, or Trustee shall be a party, unless required by
applicable law, or unless the action or proceeding is brought by Trustee.

Trustee. Trustee shall meet all qualifications: reqmred for Trustee under applicable law. In addition to the rights and
remedies set forth above, with respect to all or any part of the Property, the Trustee shall have the right to foreclose by

notice and sale, and Lender will have the right to forsclose by judicial {foreclosure, in either case in accordance with and
to the full extent provided by applicable law.

Successor Trustee. Lender, at Lender's option, ‘may from time to time appoint a successor Trustee to any Trustee
appointed under this Deed of Trust by an instrument ‘executed and acknowledged by Lender and recorded in the office
of the recorder of Skagit County, State of Washington. The instrument shall contain, in addition to all other matters
required by state law, the names of the original Lender, Trustee, and Grantor, the book and page or the Auditor's File
Number whers this Deed of Trust is recorded, and the name and address of the successor trustes, and the instrument
shall be executed and acknowledged by Lender or its suceessors in interest. The successor trustee, without conveyance
of the Property, shall succeed 1o all the titte, power, and duties confarred upon the Trustee in this Deed of Trust and by
applicable law. This procedure for substitution of Trustée ‘shall: govern to the exclusion of all other provisions for
substitution.

NOTICES. Subject to applicable law, and except for notice reqmred or allowed by Iaw to be given in another manner, any
notice required to be given under this Deed of Trust, including without lichitation any ‘nolice of default and any notice of sale
shall be given in writing, and shall be effective when actually delivered; when actually received by telefacsimile (unless
otherwise required by law), when deposited with a nationally recognized, oyemight.courier, or, if mailed, when deposited in
the United States mail, as first class, certified or registered mail postage’prapaid; 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 Lender's address, as shown near the beginning of this Deed of Trust. Any person may change
his or her address for notices under this Deed of Trust by giving formal written notice tothe other person or persons,
specifying that the purpose of the notice is to change the person’s address. For notice purposes, Grantor agrees to keep
Lender informed at all times of Grantor's current address. Subject to applicable Jaw, andexcept for notice required or
allowed by law to be given in ancther manner, if there is more than one Grantor, any nietice given by Lender to any Grantor is
deemed to be notice given to all Grantars. It will be Grantor’s responsibility to tell the others of the notlce from Lender.

MISCELLANEOQUS PROVISIONS. The following miscellaneous provisions are a part of thig’ Deed of Trust

Amendments. What is written in this Deed of Trust and in the Related Documents is’ Grantor's entlre agreement with
Lender concermng the matters 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’ charige or amandment.

Caption Headings. Captlon headings in this Deed of Trust are for convenience purposas only and &re not to be used to
interpret 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 wuth any. other m{erest or estate
in the Property at any time held by or for the benefit of Lender in any capacity, without the written c:onsent of Lender

Governing Law. This Deed of Trust will be governed by and interpreted in accordance with’ federal an and the
laws of the State of Washington. This Deed of Trust has been accepted by Lender in the Stale o! Washington:.

Choice of Venue. If there is a lawsuit, Grantor agrees upon Lender's request to submit to the gunsdtctmon 01 the cour‘ts oi
Skagit County, State of Washington.

No Waiver by Lender. Grantor understands Lender will not give up any of Lender's rights under thls Deed of Trust
unless Lender does so in writing. The fact that Lender de!ays or omits to exercise any right will not mean that Lendeér
hag given up that right. If Lender does agree in writing to give up one of Lender’s rights, that does not mean Girantor-will:* :
not have to comply with the ather provisions of this Deed of Trust. Grantor also understands that if Lender does congent :
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 Lendsr consents to one or more of Grantor's requests, that does not mean’ .~ .
Lender will be required to consent to any of Grantor's fulure requests. Grantor waives presentment, demand for™
payment, protest, and notice of dishonor. g

Severability. If a court finds that any provision of this Daed of Trust is not valid or should not be enforced, that fact by :
itself will not mean that the rest of this Deed of Trust will not be valid or enforced. Therefore, a court will enforce the rest <
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7 of the provisions of this Deed of Trust even if a provision of this Deed of Trust may be found to be invalid or
‘ unenforceable

Successors and Assigns. Subject to any limitations stated in this Deed of Trust on transfer of Grantor's interest, this
_.Deed of Trust shall be binding upon and inure to the benefit of the parties, their successors and assigns. If ownership of
fthe Property bacomes vested in a person other than Grantor, Lender, without notice to Grartor, may deal with Grantor's
successors with reference to this Deed of Trust and the Indebtedness by way of forbearance or extension without
:rsleasmg Grantor {from the obligations of this Deed of Trust or liability under the indebtedness.

Tume Is of the Essence Time is of the essence in the performance of this Deed of Trust.

Walve Jury Al parties to this Deed of Trust hereby waive the right to any jury trial in any action, proceeding, or
counterclaim brought:by any party against any other party.

Walver -of Homésteéd-Exemption. Grantor hereby releases and waives all rights and bensfits of the homestead
exemption laws of the: Stale of Washington as to all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The followmg words shall have the following meanings when used in this Deed of Trust:
Beneficiary. The word "Benef:cnary“ means Horizon Bank, and its successors and assigns.

Borrower. The word "Borrower" ‘means Aaron W Yarcho and includes all co-signers and co-makers signing the Credit
Agreement,

Credit Agreement. The words *Cradit Agreement® mean the credit agreement dated August 3, 2004, with credit
limit of $48,500.00 from.Grantor to Lender, together with all renewals of, extensions of, modifications of,
refinancings of, consolidatiahs ©f, and substitutions for the promissory note or agresmant. NOTICE TO GRANTOR: THE
CREDIT AGREEMENT CONTAlNS 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 assngnmem and securiy ifterest provisions relating to the Personal Property and Rents,

Environmental Laws. The words "Environmental Laws" msan any and all state, federal and local statutes, regulations
and ordinances relating to the protection of hpman health’ or the environment, including without limitation the
Comprehensive Environmental Response Ggmpensdﬁonhand Liability Act of 1980, as amended, 42 U.S.C. Section
9601, et seq. {"CERCLA"), the Superfund Amen fs and Reauthorization Act of 1986, Pub. L. No. 93-499 ("SARA"),
the Hazardous Materials Transportatnon Act,' 49°By 1801 ot seq., the Resource Conservation and Recovery
Act, 42 U.S.C. Section 6901, et seq., or ofher mllcabe st oral laws, rules, or regulations adopted pursuant
therelo. & g )

Event of Default. The words “Event of Defau{t
events of default section of this Deed of Trust:

Existing Indebtedness. Ths words "Exlstmg Indabtsdnee.s miean the indebtedness described in the Existing Liens
provision of this Deed of Trust.

Grantor. The word "Grantor" means Aaron W Yarcho

Hazardous Substances. The words "Hazardous Substances ‘mean materials that, because of their quantity,
cancentration or physical, chemical or infectious characterigtics;” may gause of pose a present of potential hazard to
human health or the environment when improperly used, treated,” stored, disposed of, generated, manufactured,
transported or otherwise handied. The words *Hazardous Substarices” are used in their very broadest sense and
include without limitation any and all hazardous or toxic substances,: materials or waste as defined by or listed under the
Environmental Laws. The term "Hazardous Substances": also includes, wrthout limitation, petroleum and petroleum
by-products or any fraction thereof and asbestos. :

Improvements. The word "improvements’ means alt existing and’ future mprovements buildings, structures, mobile
homes affixed on the Real Property, facilities, additions, replacements and other'construction on the Real Property.

Indebtedness., The word “Indebtedness” means all principal, |nterest and other amounts costs and expenses payable
under the Credit Agreement or Related Documents, together with all.renewals of, extensions of, modifications of,
consolidations of and substitutions for the Credit Agreement or Related Docurients “and any amounts expended or
advanced by Lender to discharge Grantor's obligations or expenses incurred By Tristee or Lender to enforce Grantor's
obligations under this Deed of Trust, together with interest on such amounts as provided in thls Deed of Trust.

Lender. The word "Lender" means Horizen Bank, its successors and aSSigns The words "succassors or assigns® mean
any person or company that acquires any interest in the Credit Agreement. . o

Personal Property. The words “Personal Property” mean all equipment, fixtures, and mher artlclss of personal property
now or hereafter owned by Grantor, and now or hereafter attached or affixed to the'Real Property; together with all

accessions, parts, and additions 1o, all replacements of, and all substitutions for, any ©f stich property; and together with
all issues and profits thereon and proceeds (including without limitation all insurance 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 property, interests and rights, as funher descﬂbed in this Peed
of Trust.

Related Documents. The words "Related Documents” mean all promissory notes, credit agreements Ioa.n agreements
environmentai agreements, guaranties, security agreements, mortgages, deeds of trust, security” deeds, collateral
morigages, and ail other instruments, agreements and documents, whether now or hereafter” exnstmg, exemted in

connection with the Indebtedness.

Rents. The word "Rents* means all present and future rents, revenues, income, issues, royaltles proﬂts and other
benefits derived from the Property. .
Trustee. The word “Trustee” means Westward Financial Services Inc, whose mailing address is 1500 Comwall Avenue
Bellingham, WA 98225 and any substitute or successor trustees. . .

!my‘ B?the,auants of default set forth in this Deed of Trust in the
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_;GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND GRANTOR
i AGREES TO ITS TERMS.

GRANTOR

i ot

Aaron W Yarcht

INDIVIDUAL ACKNOWLEDGMENT

STATE OF

188

COUNTY OF %Kﬂm‘\* }

On this day before me, the undersngned Notary Public, personally appeared Aaron W Yarcho, as his separate estate,
personally known to me or proved to me dn the basis of satisfactory evidence to be the individual described in and who
executed the Deed of Trust, and acknowledged that he or she signed the Deed of Trust as his or her free and voluntary act
and deed, for the uses and purposes therein’ mentron

rd
Given under my hand and official. seal thls . : day of 20 'ﬂ

Reslding at U&Ai U:él,{ {[]ﬁk!
My commission expires 5—“15102

To C Trustee 7

The undersigned is the legal owner and holder of all indebtedness secured by this Deed of Trust. You are hereby requested,
upon payment of all sums owing to you, o reconvey wnhout warranty fo the persons entitled thereto, the right, title and
interest now held by you under the Deed of Trust. )

Date: ER Beneficiary:
Its:

LASER FRO Lending, Ver. 5.24.00.002 Copr. Harand Financisl Solutiona, Ina. 1997, 200d. AN Righls Resarvad. © . WA LACFIWINGFALPLGOLFC TR6198 PR-73




SCHEDULE “C”
Legal description

Th.e"land'téférréd to in this report/policy is situated in the State of Washington, County of Skagit, and is
descﬁhéd as follows:

That ﬁbﬁibﬁiof ijh'e_ __fb’lipwing described real estate lying Easterly of the center line of Alder Creek;

That portioh of the West 172 of the Northeast 1/4 of Section 18, Township 33 North, Range 7 East, W.M.,
described as follows. <" .~

Commencing at a point at the foot of a 28 degree slope 728 feet West of the Northwest corner of the
Southeast /4 of the Northeast-1/4 of said Section 18; thence South 17 degrees East, 51.5 feet; thence
South 10.5 degrees East, 100 feet; thence South 24.5 degrees East, 170 feet; thence South 6 degrees East,
106 feet; thence South 17 dégrees East, 61 feet; thence South 5 degrees West to the North boundary of the
Great Northern Railroad right-of-way to a point on said line 645.5 feet Westerly of the East line of the
Southwest 1/4 of the Northeast 1/4 of Section 18; thence Westerly along said line to a point 40 feet East
of the center line of said Section 1.8; thence North 1,308 feet to the South boundary line of the Puget
Sound and Baker River Railroad right-of-way: thence Easterly along said line to a point 10 feet West of
the West bank of Alder Creek; thence Southerly 10 feet West of the West bank of Alder Creek 1o a point
50 feet North of the Northwest 1/4 of the Northeas’t 1/4 South boundary line; thence Easterly to the place
of beginning. o
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