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THIS DEED OF TRUST is dated May 20, 2003, among Steven D Zerr, whose address is 11412
52nd Dr NE, Marysville , WA  98271; as his separate _estate ("Grantor"); Horizon Bank,
whose mailing address is Cornwall Office, 1500 Cornwall/PO Box 580, Bellingham, WA
98227-0580 (referred to below sometimes as "Lender" anﬂ spietimes as "Beneficiary"); and
Westward Financial Services Inc, whose mailing addraﬁs is 1500 Cornwall Avenue,
Bellingham, WA 98225 (referred to below as "Trustee“)
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CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale, right

“of eniry and possession and for the benefit of Lender as Beneficiary, all of Grantor's right, title, and interest in and to tha
following describéd real property, together with afl existing or subsequently erected or affixed bulidings, improvements and
fixtures;“all easetments, rights of way, and appurtenances; all water, water rights and ditch rights (including stock in utilities
withditch or inrigation rights); and all other rights, royalties, and proiits relating to the real property, including without limitation
all mingrals, oil, gas, geothermal and similar matters, (the "Real Property") located in Skagit County, State

of Washmgton.

See EXH]BIT "A“ 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: lts .address is commonly known as 37848 Schulze m,fltfl& J
WA 98237. The Real Pmperty tax identification number is 350717-4-003 Fiwiil

Grantor hereby assigns as securlty to Lender, ail of Grantor's right, title, and interest in and to all leases, Rents, and profits of
the Property, This assignment s recorded in accordance with RCW 65.08.070; tha lien created by this assignment is intended
1o be specific, perfected and:choats upon the recording of this Deed of Trust. Lender grants to Grantor a license to collect
the Rents and profits, which Iloense 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, lNCLU'DING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS
AND PERSONAL PROPERTY; IS GIVEN TO SECURE (A) PAYMENT OF THE INDEBTEDNESS AND (B)
PERFORMANCE OF ANY AND ALL OBLIGATIONS UNDER THE NOTE, THE RELATED DOCUMENTS, AND THIS DEED
OF TRUST. THIS DEED OF TRUS'I‘ 18 GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE:- Except 45 otherwise provided in this Deed of Trust, Grantor shall pay to Lender alf
amounts secured by this Deed of Trust.as they become due, and shall strictly and in a timely manner perform all of Grantor's
obligations under the Note, this Dead of Trust; and the P.e'.ated Docurnents.

POSSESSION AND MAINTENANCE OF THE PROPERTY Grantor agrees that Grantor's possession and use of the Property
shall be governed by the following prowswns i

Possession and Use. Uniil the occurrence nf an; Event of Default, Grantor may (1) remain in possession and control of
tha Property; (2) use, operate or manage-the Property, and (3) collect the Rents from the Properly (this privilege is a
license from Lender to Grantor automalically revoked upon default). The following provisions relate to the use of the
Property or to other limitations on the Property The ‘Reat Property is nat used principally for agricultural purposes.

Duty to Maintain. Grantor shall maintain the Prope_ny in good condition and promptly perform all repairs, replacements,
and maintenance necessary 1o preserve its valyje.”

Compliance With Environmental Laws. Granior. represents and warrants to Lender that: (1) During the period of
Grantor's ownership of the Property, there has ‘been no use, generation, manufacture, storage, treatment, disposal,
release or threatened release of any Hazardous Substance by any person on, under, about or from the Froperty; (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. Envlronrnental Laws, (b) any use, generation,
mam#acture, storage, treatment, disposal, release or threatened release: of any Hazardous Substance on, under, about
or from the Property by any prior owners or occupants™ofithe Property, or (c) any actual or threatened litigation or
claims of any kind by any person relating to such matters; and. (3).-Except as previously disciosed to and acknowledged
by Lender in writing, (a) neither Grantor nor any tenant, contractor, agetit 'crother authorized 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 appticable federal, state, and local laws,
regulations and ordinances, inciuding without limitation all Envirgniental Laws. Grantor authorizes Lender and its
agents to enter upon the Property to make such inspections and fests, at Grantor's expense, as Lender may deem
approptiate 1o determine compliance of the Propetrty 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 berconstrued to-create any responsibility or liability on
the part of Lender to Grantor or to any other person. The representations arid warranties-contained herein are based on
Grantor's due diligence in Investigating the Property for Hazardous Substances. Grantor hereby (1) releases and
waives any future claims against Lender for indemnity or contribution in the évent Grantdr becomes liable for cleanup or
other costs under any such taws; and (2) agrees te indemnify and hold harmless Lender against any and all claims,
losses, liabilities, damages, penalties, and expenses which Lender may darectly or indirectiy“sustain or suffer resulting
from a breach of this section of the Deed of Trust or as a consequence of any Lige, generation, manufaciure, storage,
disposal, release or threatened release ccourring prior to Grantor's ownership o intérest’in the Property, whether or not
the same was or should have been known to Grantor. The provisions of this section of thé Deed of Trust, including the
obligation to indemnify, shall survive the payment of the Indebtedness and the salisfaction and recohveyance of the lien
of this Deed of Trust and shall not be affecied by Lender's acquisition of any mterest |n the Property whether by
foreclosure or otherwise.

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance nor commit, permit or stiffer any stripping of
or waste on or to the Property or any portion of the Properly. Without limiting the ganerality of the foregoing, Grantor will
not remove, or grant fo any other party the right to remove, any timber, minerals (|nc|udmg oil; -and gas), coal, clay,
scaria, sail, gravel or rock preducts without Lender’s prior written consent.

Removal of Improvements. Grantor shall not dermolish or remove any Improvements from the’ Heal Pmperty wnhout
Lender's prior written consent. As a condition to the removal of any Improvements, Lender may require Grantor to-make
arrangements satisfactory 1o Lender to replace such Improvements with Improvements of at least equal. valug:” :

Lender’s Right to Enter. lLender and Lender's agenis and representatives may enter upon the Real Property at 8l
reasonabile times to attend to Lender's interests and to inspect the Haal Property for purposes of Gramors compilanoe
with the terms anc conditions of this Deed of Trust.

Complionce with Governmental Requirements. Grantor shall promptly comply, and shall promptly cause comphance F
by all agents, tenants or other persons or entities of every nature whatsoever who rent, lease or otherwise use-or octupy
the Properly in any manner, with all laws, ordinances, and regulations, now or hereafter in effect, of all géverrimefital ;
authorities applicable 1o 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 so long as, in Lender's sole opinion, Lendear’s interests in'the
Property are not jecpardized. Lender may require Grantor to post adequate security or a surety bond, reasonably:"'
salisfactory to Lender, to protect Lender's interast.

Duty to Protect. Grantor agrees neither to abandon or leave unattended the Property. Grantor shall do all other acts, in
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' ad&itit‘in to those acts set forth above in this section, which from the character and use of the Propeny are reasonably
necessary to protect and preserve the Property.

-kDUE ON SALE .CONSENT BY LENDER. Lender may, at Lender's option, (A} declare immediately due and payable all
stims.secured by this Deed of Trust or (B} increase the interest rate provided for in the Note or other document evidencing
the Indebledness and impose such other conditions as Lender deems appropriate, upon the sale or transfer, without Lender's
priot. written consent, of all or any part of the Real Propeny, or any interest in the Real Property. A "sale or transier” means the
conveyance of-Real Property or any right, litle or interest in the Real Property; whether lega!, beneficial or equitable; whether
voluntaryor-involuntary; whether by outright sale, deed, installment sale contract, land contract, contract for deed, lsasehold
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.fand trust holding title to the Real Property, or by any other method of conveyance of an interest in the
Real Property:” However, thls option shall not be exercised by Lender if such exercise is prohibited by federal Jaw or by
Washingtonlaw.

TAXES AND LIENS. The fallowmg provisions relating 10 the taxes and liens on the Propeny are part of this Deed of Trust:

Payment. Grantor’ shall pay when due (and in all events prior to delinquency} all taxes, special taxes, assessments,
charges (incluging 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 freé 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.dssessments not due, except for the Existing Indebtedness referred to beiow, and except
as otherwise provided in this: ﬂeed of Trust.

Right to Contest. Granter may wnhhold payment of any 1ax, assessment, or claim in connection with a good faith

dispute over the obligation.to pay, so leng as Lender’s interest in the Property is not jeopardized. If a lien arises or is
filed as a result of nonpayment, Grantar shall within fiftesn (15) days after the lien arises or, if a lien is filed, within fiftsen
(15) days after Grantor has riotice of the filing, secure the discharge of the lien, or it requested by Lender, deposit with
Lender cash or a sufficient corporate surety bond or other security satisfactory to lLender in an amount sufficient fo
discharge the lien plus any costs and atiorneys' fees, or other charges that could accrue as a result of a foreclosure or
sale under the lien. In any conitest, Granter shall defend itself and Lender and shall satisfy any adverse judgment before
enforcement against the Property Grantor shall name Lender as an additicnal obligee under any surety bond furnished
in the contest proceedings.

Evidence of Payment. Granfor shall upon demand 1urn|sh to Lender satisfactory evidence of payment of the taxes or
assessments and shall authoriza the appropriate governmental official to deliver Io Lender at any ime a written staternant
of the taxes and assessments against the Propeny

Notice of Construction. Grantor shall notify Lender” al ieasi fiteen (15} days before any work is commenced, any
services are furnished, or any materials arg supplied 1o the Property, 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 furnish to
Lender advance assurances satisfactory to Ler"lder that Grantor can and will pay the cost of such improvements.

PROPERTY DAMAGE INSURANCE. The 1ollowmg prowsmns relanng to insuring the Propeny are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure' and maintam pallcies of fire insurance with standard extended
coverage endorsements on a replacement basis for the full insurable value covering: all Improvements on the Real
Froperty in an amount sufficient to avoid application of any colrsurarice:clause, and with a standard mortgagee clause in
favor of Lender, together with such other hazard and liability'insurance as Lender may reasonably require. Policies shall
be written in form, amounts, coverages and basis reasohably acceptable to Lender and issued by a company or
companies reasonably acceptable to Lender. Grantor, upon-request’ of Lender, will deliver fo Lender from time to time
the policies or certificates of insurance in form satlsfactory 1o Lender, mcludmg stipulations that coverages will not be
cancelled or diminished without at least 1en (10) days prior written;notice te. Lender, Each insurance policy also shall
include an endorsement praviding that coverage in tavor of Lender will not be impeired in any way by any act, omission
or default of Grantor or any other parson. Should the Real Property ‘be located in an area designhated by the Director of
the Federal Emergency Management Agency as a special flood ‘hazard area, Grantor agrees to obtain and maintain
Federal Flocd Insurance, if available, within 45 days after notice is given-by Lender that the Property is located in a
speclal flood hazard area, for the full unpaid principal balance of the loan and ariy Brior liens on the property securing
the loan, up to the maximum policy limits set under the National Flood™ Insurance Program or as otherwise required by
Lender, and fo maintain such insurance for the term of the loan. ;

Application of Proceeds, Grantor shall promptly notity Lender of any loss of damage to the Property. Lender may
make proof of loss if Grantor fails to do so within fifteen (15) days of the casusalty. Whetheror not Lender's security is
impaired, Lender may, at Lender's election, receive and retain the proceeds ef any'insurance and apply the proceeds to
the reduction of the Indebtedness, payment of any lien affecting the Propérty,-or the restoration and repair of the
Property. If Lender elects to apply the proceeds to restoration and repair, Grantor shall repair or replace the damaged or
destroyed Improvements in a manner satisfactory to Lender. Lender shall, upon safisfactory proof of such expendﬂure,
pay or reimburse Grantor from the procesds 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-teceipt and which
Lender has not committed to the repair or restoration of the Property shall be used:first to-pay..ahy amount owing to
Lender under this Deed of Ttust, 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 alter payment in full of the Indebtedness, such proceeds
shall be paid without interest to Grantor as Grantor's interests may appear. .

Compliance with Existing Indebtedness. During the peried i which any Existing !ndeb!edness descnbed below is in

effect, compliance with the insurance provisions contained in the instrument evidencing such Existing Intebledness shall
constitute compliance with the insurance provisions under this Deed of Trust, to the extent compliance with the terms ot
this Dead 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 portlon oi the
proceads not payable to the holder of the Existing Indebtedness.

LENDER'S EXPENDITURES. |If Grantor fails (A) to keep the Properly free of all taxes, ||ens sec:urlty |nterests
encumbrances, and 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 Indebiedness in goed standing as raqmred below, then Lender:
may do so. If any action or proceeding is commenced that would materially affect Lender’s interests in the Propef{y then
Lender on Grantor's behalf may, but is not required to, 1ake any action that Lender believes to be appropriate to. profect -
Lender's interests. All expenses incumred or paid by Lender for such purposes will then bear interest at the rate charged.-”

under the Note from the date incurred or paid by Lender to the date of repayment by Grantor, All such expensaes will becofrie .

a part of the Indebtedness and, at Lender's option, will (A) be payable on demand; (B) be added to the balance of the”
Note and be apportioned among and be payable with any instalment payments fo become due during either (1) the term “of
any applicable insurance policy; or (2) the remaining term of the Note; or {C) be treated as a balloon payment which will be

due and payable at the Note's maturity. The Deed of Trust also will secure payment of these amounts. The rights provided .
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for in thls paragraph shall be in addition to any other rights or any remedies to which Lender may be entited on account of
any.defailt, Any such action by Lencer shall not be construed as curing the defaull so as 1o bar Lender from any remedy that
i otherwlse would have had.

7-WARRANTY, DEFENSE OF TITLE The following provisions relating to ownership of the Property are a part of this Deed of
Tmst

:;T:tle Granter warrants that: {a) Grantor holds good and marketable titte of record to the Property in fee simple, free
:and clear-of il ligns and encumbrances other than those set forth in the Real Property descnpnon or in the Existing
indebtedness section below or in any fitle insurance policy, title report, or final title opinion issued in tavor of, and
aceepled by, Lender in connection with this Deed of Trust, and (b) Grantor has the full right, power, and authority to
execute and dalwer this Deed of Trust te Lender.

Defense’ nf Tlt}e Su b]ect to the exception in the paragraph above, Grantor warrants and will forever defend the title to
the Property against the lawlul claims of all persons, |n the event any action or preceeding is commenced that questions
Grantor's title or the interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the action at Grantor's
expense. Grantor-may be the nominal party in such proceeding, but Lender shall be entitled to participate in the
proceeding and.fo be'represented in the proceeding by counse! of Lender's own choice, and Grantor will deliver, or
cause to ba delivered; to Lendér such instruments as Lender may request from time to time 1o permit such participation.

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

Survival of Promises. All promlses “agreements, and staternents Grantor has made in this Deed of Trust shall survive
the execution and defivery of.this Deed of Trust, shall be continuing in nature and shall remain in full force and effect until
such time as Grantor's 1ndebtedness is. paid in full,

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

Existing Lien. The lien of this. Deed of Trust:securing the Indebtedness may be secondary and inferior to an existing
lien. Grantor expressly covenants and agrees 1o pay, or see to the payment of, the Existing Indebtadness and 1o prevent
any default on such indebtedrigss, any default under the instruments evidencing such indebtedness, or any default
under any security documents for such. mdebtednass

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

CONDEMNATION. The following provisions relatlng to condemnatlon proceedings are a part of this Deed of Trust:

Proceedings. If any proceeding it condemnatnon is.fi led, Grantor shall promptly notify Lender in writing, and Grantor
shall promptly 1ake such steps as may be necessary 1o defend the action and obtain the award. Grantor may be the
nominal party in such proceeding, but Lender shall be entitied to participate in the proceeding and 1o 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 documentation as may ha requested by Lender from time 1o time to permit such
participation.

Application of Net Proceeds. [f all or any part of the Property I oondemned by eminent domain proceedings or by any
proceeding or purchase in lieu of condemnation, Lender-may at its“elaction require that all or any partion of the net
proceeds of the award be applied fo the Indebtedness of the repair or restoration of the Property. The net proceeds of
the award shall mean the award after payment of all reasonabla costs expenses, and attorneys’ fees incurred by Trustee
or Lander in connection with the condemnation.

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENI‘ALKAUTHORITIES The following provisions relating to
governmental taxes, fees and charges are a part of this Deed of Trust:

Current Taxes, Fees and Charges. Upon requast by Lender, Gramer sha'ﬂ exec_:_u‘ie such dotuments in addition to this
Deed of Trust and take whatever other action is requested by Lender 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, including wnheut |Imlta110l"l aH 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 spemﬁc tax upon this type of Deed of
Trust or upon all or any part of the Indebtaedness secured by this Deed of: Trisst; (2) -a specific tax on Grantor 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 Dead of Trust chargeable against the Lender or the holder.of the.Note; and (4) a specific tax
on &ll or any partion of the Indebtedness or on payments of principal and interest-made by Grantor

Subsequent Taxes. If any tax to which this section applies is enacted subsequent fo 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 Evant of Default as provided below unless Grantor either (1) pays the tax before it hedomés definquent, or (2)
coniests the tax as provided above in the Taxes and Liens section and deposits® wlth Lender cash or a sufficient
corparate surety bond or other security satisfactory to Lender.

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

Security Agreement. This instrument shall constitute a Security Agreement to the extent any oi the Properly consumtas
fixtures, and Lender shall have all of the rights of a secured party under the Uniform Commercial Code - amended from
time to time.

Security Interest. Upon request by Lender, Grantor shall execute financing statements and take w'hatevar- othe‘r aclien

is requested by Lender 1o perfect and continue Lender's security interest in the Personal Property.” in~addition 10
recording this Deed of Trust in the real property records, Lender may, at any time and without further‘auttiorization from
Grantor, file executed countarparts, copies or reproductions of this Deed of Trust as a financing statement.”: Grantor shall~.
reimburse Lender for all expenses incurred in perfecting or continuing this security interest. Upon default, Grantor shall
not remove, sever or detach the Personal Property from the Property. Upon default, Granlor shall assemble”any -
Personal Property not affixed to the Property in a manner and at a place reasonably convertient to Grantorand-Lender;
and make it available to Lender within three (3) days atter receipt of written demand from Lender to the extent: parmltted'
by applicable faw. :‘

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

FURTHER ASSURANCES; ATTORNEY-INFACT. The following prewsnons relatmg to ‘further assurances and -
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" anorney—m—fact are a pan of this Deed of Trust:

Firther. Assurances. At any time, and from time to time, upon request of Lender, Grantor will make, execute and
- ‘"delwer,_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, recorded, refiled, or rerecorded, as the case may be, at such times and in such offices and
“places as ‘Lender may deem appropriate, any and all such mortgages, deeds of trust, security deeds, security
; agreements, fi nancing staternents, continuation statements, instruments of further assurance, ceriificates, and other
: documents as may, in the sole opinion of Lender, be necessary or desirable in order to effectuate, complete, perect,
continue, oF presérva (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 on the Prr.rpemrl whether now owned or hereafier acquired
by Grantor-” Unless prohibited by law or Lender agrees to the contrary in writing, Grantor shall reimburse Lender for all
costs and expenses incurred in connection with the matters referred to in this paragraph.

Attorney-m-Fact “ff Grantor fails t¢ do any of the things referred to in the preceding paragraph, Lender may do so for
and in the name“of Grantar and at Grantor's expense. For such purposes, Grantor hereby iravocably appoints Lender
as Grantor's attorney-m-tact for the purpose of making, executmg. delivering, filing, recording, and doing all other things
as may be necessary or desrrable, 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 otherwise 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 1o Grantor stitable statements of termination of any financing statement on file evidencing Lenders
security imerest in the Rents and the Fersonal Property. Any reconveyance fee shall be paid by Grantor, it parmitted by
applicable law, The grantee:in any reconveyance may be described as the "person or persons legally entitled thereto”, and
the recitals in the reconveyance of any maﬂers or facts shall be conclusive proof of the truthfulness of any stich matters or
facts.

EVENTS OF DEFAULT. At Lendar s eptron. Grantor will be in default under this Deed of Trust if any of the following happen:
Payment Default. Grantor fails to make any payment when dua under the Indebtedness.

Break Other Promises. Grantor breaks any promise made to Lender or fails to perform promptly at the time and strictly
in the manner provided in this Deed of Trust orfi any agreement reiated to this Deed of Trust.

Compliance Default. Failure to comply wnh any: other term, obligation, covenant or condition contained in this Deed 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 same provision of this Deed of Trust within the preceding twetve {(12) months, it may be cured
{and no Event of Default will have occurred) if Grantor, after Lender sends written notice demanding cure of such failure:
{a) cures the failure within thiry (30) days; or (b)-# the cure requiras more than thirty (30) days, immediately initiates
steps sufficient to cure the failure and thereafter-Gontinues and completes all reasonable and necessary steps sufficient
to produce compliance as soon as reasonably.practical,

Default on Other Payments. Failure of Grantor within the time required by this Deed of Trust to make any payment for
taxes or insurance, or any other paymeant necessary to prevent frimg of or 1o effect discharge of any lien.

False Statements. Any reprasentation or slaternent ‘made or furnlshed to Lender by Grantor or on Grantor's behalf
under this Deed of Trust or the Related Documents is !a|se or mlsleadmg in any material respect, either now or at the
time made or furnished.

Defective Collateralization. This Deed of Trust or any of the Related Documenls ceases 1o be in full force and effect
(inctuding fallure of any collateral document to create a vaird and pen‘ected security interest or lien) at any time and for
any reason,

Death or Insolvency. The death of any Grantor, the insolvency of’ Grantor Ihe appointment of a receiver for any part of
Grantor's property, any assignment for the beneﬁt of creditors, any type of creditor workout, or the commencement of
any proceeding under any bankruptcy or insolvency laws by or agains“t Grantot; .

Taking of the Property. Any creditor or governmental agency fries 10 take any of the Property or any other of Grantor's

property in which Lender has a lien. This includes taking of, garnishing of or levying on Grantor's accounts with Lender.
However, if Grantor disputes in good faith whether the claim on which the-faking of-the Property is based is valid or
reasonable, and if Grantor gives Lender written notice of the claim and furnishes.Lendér with monies or a surety bond
satisfactory to Lender 1o satisfy the claim, then this default provision will not apply :

Breach of Other Agreement. Any breach by Granter under the terms of ang other agre_fament between Grantor and
Lender that is not remedied within any grace period provided therein, ‘including without. limitation any agreement
concerning any indebtedness or other obligation of Grantor to Lender, whether exlstlng now’ or fater.

Events Affecting Guarantor. Any of the preceding events occurs with respect 5 any: guarantor endorser, surety, or
accemmodation party of any of the Indebtedness or any guarantor, endorser, surety, or accommodation party dies or
becomes incompetent, or revokes or disputes the validity of, or liability under, any Guaranty of the Indebtadness. In the
event of a death, Lender, at its optlon may, but shall not be required to, permit the guarantor's.estate to assume
unconditionally the obligations arising under the guaranty in a manner satisfactory to Lender and i demg S0, cure any
Event of Default.

Existing Indebtedness. The payment of any installment of principal or any interest on the Exnstmg Indebledness is not
made within the time required by the promissory note evidencing such indebledness, or a.default oceiirs under the
instrument securlng such indebtedness and is not cured during any applicable grace perlod in: such |nstrument or any
suit or ather action is commenced to foreclose any existing lien on the Property.

Right to Cure. {f such a failure is curable and if Grantor has not been given a notice of a breach ot the same prowsmn
of this Deed of Trust within the precading twelve (12) months, it may be cured (and no Event of Default. Wil “have
occurred) if Grantor, after Lender sends written notice demanding cure of such failure: (a) cures the failiire within, thirty
(30) days; or (b} if the cure requires more than thirty (30) days, immediately initiates steps sufficient-fo_ctre the failure
and thereafter cantinues and complates all reasonable and necessary stops sufficient to produce compllance as soon as.
reasonably practical,

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under this Deed of Trust, at any tlme thereafter
Trustee or Lender may exercise any one or more of the following rights and remedies:

Election of Remedies. All of Lender's rights and remedies will be cumulative and may be exercised alone ot 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; thal
decision by Lender will not affect Lender's right to daclare Grantor in default and to exercise Lender's remedies.

Accelerate Indehtedness. Lender shalf have the right at its option to daeclare the entire Indebtedness immediately du"e
and payable, inctuding any prepayment penalty which Grantor would be reguired to pay.
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’ Foreclosure. With respect to all or any part of the Real Property, 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 Re‘me__die__s. With respect to all or any part of the Personal Property, Lender shall have all the rights and remedies of
.a secured pany under the Uniferm Commercial Code.

:Collect Rents.: Lender shall have the right, without hotice to Grantor to take possession of and manage the Property
‘and collect the Rents, including amounts past due and unpaid, and apply the net proceeds, over and abova Lender’s
costs, against the [ndebtedness. In furtherance of this right, Lender may require any tenant or other user of the Property
to ‘make payments of rent or use fees directly to Lender. If the Rents are collected by Lender, then Grantor irrevacably
designates: ‘Lenderas. Grantor's attorney-in-fact to endorse instruments received in payment thereof in the nama of
Grantor.and 1o negotiaie the sama 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 or not any proper grounds
for the demand exlsted Lender may exercise its rights under this subparagraph either in person, by agent, or through a
raceiver.

Appoint Receiver: Lender shail have the right to have a receiver appointed to take possession of all or any part of the
Property, with the power 1o protect and preserve the Property, to operate the Property preceding or pending foreclosure
or sale, and to collect the Rents from the Property and apply the proceeds, over and above the cost of the receivership,
against the Indebtedness. The receiver may serve without bond i 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 Indebtednass by a substantial
amount, Employmeni by Lender shall- not disqualify a persan from serving as a receiver.

Tenancy at Sufferance; i Grantor remalns in possessmn of the Property after the Property is sold as provided above or
Lender otherwise becomes entitied 1o possession of the Properly upon default of Grantor, Grantor shall become a
tenant at sufferance of Lender or the purchaser of the Property and shall, al Lenders option, either {1) pay a
reasonable rental for the use o! the Prr)}::pertyi or (2) vacate the Property rmmed|ately upon the demand of Lender.

Other Remedies. Trustee or Lender shalt ha\m any other right or remedy provided in this Deed of Trust or the Note or
by law. .

Notice of Sale. Lender shall give: Gramor reasonable netice of the time and place of any public sale of the Personal
Property or of the time after which:afly privata sale or other intended disposition of the Personal Property is to be made.
Reascnable notice shall mean notice:given.at least’ten (10) days before the time of the sale or disposition. Any sale of
the Personal Property may be made in. conjuncton with any sale of the Real Froperty.

Sale of the Property. To the extent permitied by appllcable law, Grantor hereby waives any and all rights to 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 one sala ar by separate sales, Lender shall be entitled to bid at any public sale on all
or any portion of the Property.

Attorneys’ Fees; Expenses. |f Lender mstrtutes any suit or action to enforce any of the terms of this Deed of Trust,
Lender shall be entitled to recover such sum as. the court may adjudge reasonable as attorneys' fees at trial and upon
any appeal. Whaether or not any court action is involved, and_ 1o the extent not prohibited by law, all reasonable
expenses Lender incurs that in Lender's opinion:dre necessary at any time for the protection of its interest or the
enforcement of its rights shall become & part of the Indebtedness 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,
however subject to any limits under applicable law, Lender’s attorneys’ fées and Lender’s legal expenses, whether or not
there is a lawsuit, including attorneys’ fees and expenses’for bankfuptcy proceedings (including efforis to modity or
vacate any automatic stay or injunction), appeals, and any ‘anticipated post-Judgment collection services, the cost of
searching records, abtaining tile reports (including foreclosure reports),“surveyors' reports, and appraisal fees, title
insurance, and fees for the Trustee, to the extent permitted by applrcable law, “Grantor also will pay any court costs, in
addition to alt other sums provided by law.

Rights of Trustee. Trustee shall have all of the rights and duties of Lander as sat forth in this section.

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

Powers of Trustee. In addition to all powers of Trustee arising as a matter of Iaw Trustea ghall have the power to take
the following actions with respect 1o the Property upen the written request of Lender and Grantor: (a) ioln in preparing
and fiting & map or plat of the Real Property, including the dedication of streets or other rights to the public; (b} jein in
granting any easerment or creating any restriction on the Real Property; and (c) join jn any subordination or other
agreement affecting this Deed of Trust or the interest of Lender under this Dead of Trust. :

Obligations to Notify. Trustee shall not be obllgated to notify any other party of-a pendmg sale under any other trust
deed or lien, or of any aclion or proceeding in which Grantor, Lender, or Trustes shall be a pany unless required by
applicable law, or unless the action or proceeding is brought by Trustea.

Trustee. Trustee shall meet all qualifications required for Trustee under applicable law In._--addr-tron 1o the rights and
remedios 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 foreclose by judicial foreclosure, in either.case ln acecordance with and
1o the full extent provided by applicable law. .

Successor Trustee. Londer, at Lender's option, may from time to time appoint a succesaor Trustee to any Trustee
appointed under this Deed of Trust by an instrument executed and acknowledged by Lendei and récorded-in the office
of the recorder of Skagit County, Stata 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 pagé or'the Auditor's File
Number where this Deed of Trust is recorded, and the name and address of the successor trustee; and thesinstrument
shall be executed and acknowledged by Lender or its successors in interest. The successor trustes; without conveyance
of the Property, shall succeed to afl the tile, power, and duties conferred upon the Trustee in this Deed of Trust and by
applicable law. This procedure for substitution of Trustee shall govern to the exclusion of all other prowsrons tor
substitution.

NOTICES. Subject to applicable law, and except for notice required or allowed by law to be given in another manner,.. 'any j'
notice required 1o be given under this Deed of Trust, including without limitation any notice of default and any notice of sale
shall be given in writing, and shall ba effective when actually delivered, when actually received by telefacsimile {unless:
otherwise required by law), when deposited with a nationally recognized overnight courier, or, if mailed, when depositedin .
the United States mail, as first class, cestified or registered mail postags prepaid, directed to the addresses shown nearithe.” .
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 1o Lender's address, as shown near the beginning of this Deed of Trust. Any person may changs’

his or her address for notices under this Deed of Trust by glvrng formal written nctice to the other person or persons,
specifying that the purpose of the notice is to change the person's address. For notlce purposes Grantor agrees to keep
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Lender mformed at all times of Grantor's current address. Subject to applicable law, and except for notice required or
sallowed by law to be gwen in anather manner, if there is more than one Grantor, any notice given by Lender to any Grantor is
- deemed 1o"Bé notice given to all Grantors, It will be Grantor's responsibility to tell the others of the notice from Lender.

“‘--MISGEI_,LANE(_)US PROVISIONS. The following miscellaneous provisions are a part of this Deed of Trust:

Aﬁlendmen:'ts What is written In this Deed of Trust and in the Related Documents is Grantor's entire agreemant with
* Lender concernmg the matters covered by this Deed of Trust. To be effective, any changs or amendment to this Deed
'gof Trust must bein wntlng and must be sighed by whoever will be bound or obligated by the change or amendment.

Captlon Headings, Capuen headings in this Deed of Trust are for convenience purposes only and are not to be used to
interpret or'define the, prowsmns of this Deed of Trust.

Merger: There ‘shali be no merger of the interest or estate created by this Deed of Trust with any other interest or estate
in the Property arany time held by or for the benefit of Lender in any capacity, without the written consent of Lender.

Governing Law, This Deed of Trust will be governed by and interpreted in accordance with federal law and the
laws of the State of Washmgtnn. This Deed of Trust has been accepted by Lender in the State of Washington.,

Choice of Venpe. i there is afawsuit, Grantor agrees upon Lender’s request to submit to the junsd|ct|on of the courts of
Skagit County;State of Washmgton

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 waiting... The fact that Lender delays or omits to exercise any right will not mean that Lender
has given up that right.” If-Lender does agree in writing to give up one of Lander’s rights, that does not mean Grantor wil
not have to comply with the-other provisions of this Deed of Trust. Grantor alsc understands that if Lender does consent
1o a request, that does not' mean that ‘Grantor will not have 1o get Lender's consent again if the situation happens again,
Grantor further understands that just because Lender conseants to one or mare of Grantor's requests, that doss not mean
Lender will be required io ‘consent g’ any of Grantor's future requests, Grantor waives presentment, demand for
payment, protest, and notlce of. dlshonor

Severability. If a court finds that: any prowsmn af this Deed of Trust is not valid or should not be enforced, that fact by
itsedf will not mean that the rast of this Daed of Trust will not be valid or enforced. Therefors, a court will enforce the rest
of the provisions of this Deed of Trust even rt a provision of 1his Deed of Trust may be found to be invalid or
unenforceable. 5

Successors and Assigns. Subject to' any Iimilaﬁons stated in this Deed of Trust on transfer of Grantor's interest, this
Deed of Trust shall be binding upon and inura to the benefit of the parties, their successors and assigns, If ownership of
the Property becomes vestad in a person cther than Grantor, Lender, without notice to Grantor, may deal with Grantor's
successors with referance to this Deed of Trust dnd the Indebtedness by way of forbearance or extansion without
releasing Grantor from the obligations of rhrs ‘Desd of Trust or liability under the Indebtedness.

Time is of the Essence. Time is of the essance in Kthe performance of this Deed of Trust,

Waive Jury. Al parties to this Deed of Trust ileré'hy waive the right te any jury trial in any action, proceeding, or
counterclaim brought by any party against any other.party. ;

Waiver of Homestead Exemption. Grantor hereby releases_and warves all rights and benefits of the homestead
exemption laws of the State of Washington as to all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The following wotds shall have the followmg meamngs when used in this Deed of Trust:
Beneficiary. The word "Beneficiary” means Horizon Bank and its sucoessors and assigns.

Borrower. The word "Bomoway” IRGA0E SRR Recei Mome b

Deed of Trust. The words $eed of Trust” mean this Deed of Trust amon
without limitation all assign 1if

and entities signing the Note.

rantor, Lender, and Trustee, and includes
Personal Property and Rents.

ords "Envird¥Ht@mar e ie many end all
the protaclb BLI KB AMBACT ‘the @

- RespansesSompansition Tanit Yinbil A

e Superfund Amendments and Reautharizatig

Environmental Laws, The
and ordinances refating
Comprehensive Environma

ata, federal and local statutes, regulations
lronment, including without limitation the
_of 1980, as amended, 42 U.S.C. Section
9601, et seq. ("CERCLA"), “Act of 1986, Pub. L. No, 99-489 ("SARA™,
the Hazardous Materials Tr, : the Resouroe Conservation and Recovery
Act, 42 U.5.C. Section 6301, et seq., or other applicable state or federal Iaws rules oriregulations adopted pursuant
thereto, # :

Event of Default. The woerds "Event of Default” mean any of the events of default set forth m this Deed of Trust in the
events of default section of this Deed of Trust.

Existing Indebtedness. The words "Existing Indebiedness” mean the mdebtedness descubed |n the Existing Liens
provision of this Deed of Trust. ; o

Grantor. The word "Grantor” means Steven D Zerr,

Guaranty. The word "Guaranty” means the guaranty from guarantor, endorser, surety. or aecumnwdatlon party to
Lender, including without limitation a guaranty of all or part of the Note.

Hazardous Substances. The words "Hazardous Substances” mean materials that, because of their- quantity,

concentration or physical, chemical or infectious characteristics, may cause or pose a present or poténtial hazard to
human health or the environment when improperly used, treated, stored, disposed of, generated;“matiufactured,
transported or otherwise handled. The words "Hazardous Substanoes" are used in their very-troadest sense and
include without limitation any and all hazardous or toxic substances, materials or waste as defined by orlisted under the
Environmental Laws. The term "Hazardous Substances” also |nciudes, without limitation, petrnleum and petroleum
by-products or any fraction thereof and asbestos. .

Improvements. The word "lmprovements” means all existing and future improvements, buildings, structures moblle
homes affixed on the Real Property, facilities, additions, replacements and other construction on the Real Property .

Indebtedness. The word "Indebledness” means all principal, interest, and other amounts, cests and expenses payeble ;
under the Note or Related Documents, together with all ranewals of, extensions of, modifications of, congolidations ot
and substitutions for the Note or Related Documents and any amounts expended or advanced by Lender to-dischargs
Grantor's obligations or expenses incurred by Trustee or Lender to enforce Grantor's obligations under this. Deed ofu--'
Trust, togather with interest on such amounts as provided in this Deed of Trust. L

Lender. The word "Lender” means Horizon Bank, its successors and assigns. The werds "successors or assigns"_‘me_an"
any person or company that acquires any interest in the Note. ;

Note. The word "Note" means the promissory note dated May 23, 2003, in the original pnnclpal amount of
$4,746.63 from Grantor to Lender, together with all renewals of, extensions of, modifications of, refinancings of,
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.j :.'consohdatlons of, and subsfitutions for the promissory note or agreement. NOTICE TQ GRANTOR: THE NOTE
R 'CON'I‘AINS A VARIABLE INTEREST RATE.

Personal Property. The words "Personal Property” mean all equipment, fixtures, and other articles of personal property

* now.or Tiereafter owned by Grantor, and now or hereafter attached or affixed to the Real Property; together with all
.aceessions,’parts, and additions 1o, all replacements of, and all substitutions far, any of such property; and together with
iall 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 further described in this Deed
of Trust fo

Related: Doaumems The words "Related Documents” mean all promissery notes, credit agreements, loan agreements,
environmental agfeements, guaranties, security agreements, morigages, deeds of trust, security deeds, collateral
mortgages, and all.-other. instruments, agreements and documents, whether now or heraaﬂer existing, executed in
connection with the Indebtedness

Rents. The word" "Rants" means all present and future rents, revenues, income, issues, royallies, profits, and other
benefits derived from the Property

Trustee. The word "Trustee™ means Westward Financial Services Inc, whose mailing address is 1500 Cornwall Avenus,
Bellingham, WA 98225 and any substltute or successor trustees.

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

GRANTOR:

“Steven D Zerr, Individuallj_/

INDIVIDUAL ACKNOWLEDGMENT

STATE OF \)00&%\[\\1{\0(}‘&\ | )

to me on the basis of satlsfactory ewdence to be the individual described in and who
3 nowledged that he or she slgned the ‘Deed of Trust as his or her free and voluntary act

A .20 03
ekt
expires \‘Z_D%F\'ZD%

bwu SYLVESTBR commiss
Enpires anp 13. zm

REQUEST FOR FULL RECONVEYANCE
To: , Trustee

The undersighed is the legal owner and holder of all indebtadness secured by this Dead of Trust You are hereby requested,

upon payment of all sums owing to you, to reconvey without warranty, to the persons: entltled therelo the right, titte and
interest now held by you under the Deed of Trust. R A

Date: _ Beneficiary:.
By: -
Its: “'

LASER PR Leadiag, Ver. 5.21.50.00¢ Cope. Harland Firancial Solwtions, Inc. 1997, 2000, All Righs Rawrved, - WA PACFIWINVWCTILPIAGO! FC TR-409% PR3
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TEXHIBIT A"
arceLn

Thaf‘--pbrtiqgh”bf the following described property lying within the North 704 feet of the Northeast
Quarter: of the Southeast Quarter of Section 17, Township 35 North, Range 7 East of the
Willamette Meridian;

That portio of the Sctuth 416 feet of the North 832 feet of the Northeast Quarter of the Southeast
Quarter of said Section 17, lying Easterly of the centerline of a 10 foot road as hereinafter
described; 7 s

EXCEPT the East 45 feet of said tract.
PARCEL B: S

A non-exclusive easem;—;;nt'_fof:ij‘oa:d'-p___urposes over a 30 foot strip in the Northeast Quarter of the
Southeast Quarter and in Governiment Lot 1 in Section 17, Township 35 North, Range 7 East of
the Willamette Meridian, being 15 feet on each side of the following described centerline:

Beginning at the Southwest corner of said-Northeast Quarter of the Southeast Quarter,

thence North along the West line thereof 322 feet;

thence East 445 feet to a point hereinafter described as "Point X" and the true point of beginning
of said centerline; )

thence South to a point on the South-lirie of said Northeast Quarter of the Southeast Quarter that
is 422 feet East of the Southwest corner thereof, -

thence South parallel with the West line of said Government Lot 1, to the North line of the County
road running through said Government Lot 47and the southern terminus of said centerline;

thence beginning again at said "Point X" and running North to a point that is 510 feet East and 12
- feet South of the Northwest corner of said Northeast Quarter of the Southeast Quarter and the
Northern terminus of said centerline. . '

ALL situated in Skagit County, Washington.

_END OF EXHIBIT *A"-
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