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C\n OT_ ﬂé @OI_ DEED OF TRUST

DATE: February 20, éoad

Reference # {if apphcable) C28979 SM Additional on page
Grantor(s):
1. WELCH LOGGING iNC

Grantee(s)
1. Whidbey Island Bank
2. CHICAGO TITLE INS_URAN__CE:-'C_OMPANY, Trustee

Legal Description: LOT 8, SI(Y[_"INE;I’Q.Q:ﬂ \__7' Additional on page 2
Assessor's Tax Parcel ID#: 3830—000-9?)8-‘0062

THIS DEED OF TRUST is dated February 20, 2004, among WELCH LOGGING INC: a
Washington Corporation {"Grantor"); Whidbey Island Bank. whose mailing address is Anacortes
Office, 2202 Commercial Ave., P.O. Box 320, Anacortes, WA 98221 (referred to below
sometimes as "Lender” and sometimes as "Beneficiary"); and CHICAGO TITLE INSURANCE
COMPANY, whose maifing address is PO BOX 670 BURLINGTON WA 98233 (referred to
below as "Trustee”). : ;
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DEED OF TRUST
{Continued) Page 3

; 'str'i'bpihg of or waste on or ta the Property or any portion of the Property. Without limiting the generality of the
i :~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, soii, gravel or rock products without Lender's prior written consent.

R.emoval of Improvements. Grantor shall not demolish or remove any Improvements from the Real Property
Awvithout Lender'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 Improvements with Improvements of at least
'equal valys,

Lander's nght to Enter. Lender and Lender's agents and representatives may enter upon the Real Property at all
redsonable times:to attend to Lender's interests and to inspect the Real Property for purposes of Grantor's
compllanc__;e with the terms and conditions of this Deed of Trust.

Compliance” with Governmental Requirements. Grantor shall promptly comply, and shall promptly cause
compliarice by al] agerits, tenants or other persons or entities of every nature whatsoever who rent, lease or
otherwise use or occupy the Property in any manner, with all laws, ordinances, and regulations, now or hereafter
in effect, of all governmental authorities applicable to the use or occupancy of the Property, including without
limitation, the Americans Wlth Disabilities Act. Grantor may contest in good faith any such law, ordinance, or
regulation and. withhold: comphance during any proceeding, Including appropriate appeals, so long as Grantor has
notified Lenderin writing priorto doing so and so long as, in Lender's scle opinion, Lender's interests in the
Property are not jeopardized. Lender may require Grantor to post adequate security or a surety bond, reasonably
satisfactory to Lender, to’ protect Lender's interest.

Duty to Protect. Grantor agrees nelther to abandon or leave unattended the Propsrty, Grantor shall do all other
acts, in addition to those ag¢ts.get forth.above in this section, which from the character and use of the Property are
reasonably necessary to protect and praserve the Property.

DUE ON SALE - CONSENT BY' LENDER. Lender may, at Lender's option, (A} declare immediataly due and payable all
sums secured by this Deed of. Trugt or (B} increase the interest rate provided for in the Note or other document
evidencing the Indebtedness and lmpose such 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 Praperty. 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: veluntary.or ‘invéluntary; whether by outright sale, deed, installment sale contract,
land contract, contract for deed, leasehold: mterest wnth a term greater than three (3) vaars, lease-option contract, or by
sale, assignment, or transfer of any beneficial intefest in or to any land trust holding title to the Real Property, or by any
other methad of conveyance of an interest in.the Raal Property. |f any Grantor is a corporatien, partnership or limited
liability company, transfer also includes any change in owneérship of more than twenty-five percent {25%) of the voting
stock, partnership interests or limited liability [company interests, as the case may be, of such Grantor, However, this
option shall not be exercised by Lender if such: exerclse Is prohibited by federal law or by Washington law,

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

Payment. Grantor shall pay when due {and in éll events prior to delinquency) all taxes, special taxes, assessments,
charges (including water and sewer), fines and impositions leviéd: against or on account of the Property, and shall
pay when due all claims for work done on or for services reridered, or material furnished to the Property. Grantor
shall maintain the Property free of all liens having priority cver/or equal to the interest of Lender under this Deed of
Trust, except for the lien of taxes and assessments not due and except as otherwise provided in this Deed of
Trust. § :

Right to Contest. Grantor may withhold payment of any tax, _assessment or claim in connection with a good faith
dispute over the obligation to pay, so long as Lender’s interest in-the. Propierty is not jeopardized. If a lien arises or
is filed as a result of nonpayment, Grantor shall within fiftéen (18} days.after the lien arises or, if a lien is filed,
within fifteen (15} days after Grantor has notice of the filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lender cash or a sufficient corporate surety bond or other security satisfactory to Lender in an
amount sufficient to discharge the lien plus any costs and attorneys fees, or other charges that could accrue as a
result of a foreclosure or sale under the lien. In any contest, Grantor-shall defend itself and Lender and shall
satisfy any adverse judgment before enforcement against the Property Grantor shall name Lender as an additional
obligee under any surety bond furnished in the contest proceedings. -

Evidence of Payment. Grantor shall upon demand furnish to Lender satisfécfory evidehce of payment of the taxes
or assessments and shall authorize the appropriate governmental offlcral 10: dellvar i) Lender at any time a written
statement of the taxes and assessments against the Property.

Notice of Construction. Grantor shall notify Lender at least fifteen {15} days before any work is commenced, any
services are furnished, or any materials are supplied to the Property, if any migchanic's lien, materialmen’s lien, or
other lien could be asserted on account of the work, services, or materials. Grantor will upan request of Lender
furnish to Lender advance assurances satisfactory to Lender that Grantor can and will pay the cost of such
improvements,

PROPERTY DAMAGE INSURANCE. The following provisions relating to insuring the Property are a pa 1 of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and maintain policies of fire insurance’ wnt‘h"'standard extended
coverage endorsements on a fair value basis for the full insurable value covering all Improvemepts 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. Grantor shall also procure and maintain comprehensive general liability-insurance in such
coverage amounts as Lender may request with Trustee and Lender being named as additignal. insureds in“such
liability insurance policies. Additionally, Grantor shall maintain such other insurance, including but not” limited, te
hazard, business interruption, and boiler insurance, as Lender may reasonably require. Policies:-shall be writtenin
ferm, amounts, ceverages and basis reasonably acceptable to Lender and issued by a company of compames
reasonably acceptable to Lender. Grantor, upon request of Lender, wilt deliver to Lender from tinie to ‘time the
policies or certificates of insurance in form satisfactory to Lender, including stipuiations that coverages wilknot be™
cancelled or diminished without at least ten {10} days prior written notice to Lender. Each insurance ‘policy also

shall inciude an endorsement providing that coverage in favor of Lender will not be impaired in any way:hy any ‘act; ¢

omission or default of Grantor or any othar person. Should the Real Property be located in an area designated'by
the Director of the Federal Emergency Management Agency as a special flood hazard area, Grantor agrées to’ y
obtain and maintain Federal Flood Insurance, if available, within 45 days after notice is given by Lender that the -

Property is focated in a special flocd hazard area, for 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 Nationat Flood Insurance Program,""
or as otherwise required by Lender, and to maintain such insurance for the term of the loan.

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the Property. Lender may

SR
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DEED OF TRUST
(Continued) Page 5

' _!_,-e:n'd.e"r cash or a sufficient 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:

Securrty Agreement This instrument shall constitute a Security Agreement to the extent any of the Property
fcanstitutes: fixtures, and Lender shall have all of the rights of a secured party under the Uniform Commercial Code
“ag§ amended _from time to time.

Sabumv Interest.” Upon request by Lender, Grantor shall execute financing statements and take whatever other
action is requested by Lender to perfect and continue Lender's security interest in the Rents and Personal Praperty.
In addmon to recording this Deed of Trust in the real property records, Lender may, at any time and without further
authonzatlon from Grantor, file executed counterparts, copies or reproductions of this Deed of Trust as a financing
statement " Grantor: shall reimburse Lender for all expenses incurred in perfecting or continuing this security
interest.”” Upon'default; Grantor shall not remove, sever or detach the Personal Property from the Property. Upon
default, Grantor shall assemble any Perscnal Property not affixed to the Property in a manner and at a place
reasonably converiient to>Grantor and Lender and make it available to Lender within three (3) days after receipt of
written demang-from Lender o the extent permitted by applicable law.

Addresses. The maillng addresses of Grantor (debtor) and Lender {secured party) from which information
concerning the security intefest ‘granted by this Deed of Trust may be obtained (each as required by the Uniform
Commercial Code) are ag-étatéd on the first page of this Deed of Trust.

FURTHER ASSUHANCES_:-":*A'ITQRNé;('-'lhj-FACT. The following provisions relating to further assurances and
attorney-in-fact are a partiofthis Deed of. Trust:

Further Assurances. At any time, and from time to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause to be made, executed or delivered, to Lender or to Lender's designee, and when 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 Lander may ‘e approprlate any and all such martgages, deeds of trust, security deeds, security
agreements, financing stateinents, contifuation statements, instruments of further assurance, certificates, and
other documents as may, in the sole opinion of Lender, be necessary or desirabie in order to effectuate, complate,
perfect, continue, or preserve 1) ~Borrower's and Grantor's obligations under the Note, this Deed of Trust, and
the Related Documents, and (2} the- Irens and security interests created by this Deed of Trust as first and prior
liens on the Praperty, whether now owned or héreafter acquired by Grantor. Unless prohibited by law or Lender
agrees to the contrary in wntmg, Grantar ‘ghall feimburse Lender for all costs and expenses incurred in connection
with the matters referred 1o in this paragraph

Attorney-in-Fact. If Grantor fails to do any of the thlngs 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, Granter hereby irrevocably appoints
Lender as Grantor's attorney-in-fact for the purpose of making, executlng, delivering, filing, recording, and doing all
other things as may be necessary or desurable, in Lender's sole opinion, to accomplish the matters referred to in
the preceding paragraph. )

FULL PERFORMANCE. [f Borrower pays all the Indebtedness when _due, and otherwise performs all the obligations
imposed upon Grantar under this Deed of Trust, Lender shall“execute and deliver to Trustee a request for full
reconveyance and shall execute and deliver to Grantor sultable__stat_em_ents of termination of any financing statement on
file evidencing Lender's security interest in the Rents and the Personat 'Ere_perty. 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 entitled thereto™, and the recitals in the reconveyance of any matters or facts shall be conclusive proof of the
truthfulness of any such matters or facts. S $

EVENTS OF DEFAULT. E£ach of the following, at Lender's optlon, shall constltute an Event of Defauit under this Deed
of Trust:

Payment Default. Borrower fails to make any payment when du;e L__'jnder the _jlndebtedness.

Other Defaults. Barrower or Grantor fails to comply with or te 'perform-"eqir other term, obligation, covenant or
cendition contained in this Deed of Trust or in any of the Refated Documents ar.to comply with or to perform any
term, obligation, covenant or condition contained in any other agreement-between Lender and Borrower or Grantor,

Compliance Default. Failure to comply with any other term, obligation,co¥enant:or. condition contained in this
Deed of Trust, the Note or in any of the Related Documents. |f such a faiiure is curable and if Borrower or Grantor
has net been given a notice of a breach of the same provision of this Deed of Trust;within the preceding tweive
{12) months, it may be cured (and no Event of Default will have occurred) if Borrower or Grantor, after Lender
sends written notice demanding cure of such failure: (a) cures the failure Wlthln thirty{30F ‘days; or (b} if the cure
requires more than thirty {30) days, immediately initiates steps sufficient to cure_ the failure and thereafter
continues and completes all reasonable and necessary steps sufficient to produce compllance 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 payment necessary to prevent filing of or to effect dlscharge of any lien.

False Statements. Any warranty, representation or statement made or furnished to Lender by Berrower or Grantor
or on Borrower's or Grantor's behalf under this Deed of Trust or the Related Documents’is: false or misleading in
any material respect, either now or at the time made or furnished or becomes false “or: mlsleadmg at’ any time
thereafter.

Defective Collateralization. This Deed of Trust or any of the Related Documents ceases to- be ih fuII force and
effect {including failure of any collateral document to create a valid and perfected security |nterest or llen} Aat. any
time. and for any reason. E ; .

Insolvency. The dlssolutron or termination of Borrower’s cor Grantor's existernce as a gemg bUSrness. the
insolvency of Barrower or Grantar, the appointment of a receiver for any part of Borrower's or Grantor's ‘praperty,
any assignment for the benefit of creditors, any type of creditor warkout, or the commeancemant of" any proceedlng'"
under any bankruptcy or insolvency laws by or against Borrower or Grantor,

Creditor or Forfeiture Procaadlngs Commencement of foreclosure or forfeiture proceedings, whethers by ju'diclal :
proceeding, self-help, repossession or any other method, by any creditor of Borrower or Grantor orf by any; -
governmental agency against any property securing the Indebtedness. This includes a garnishment of“any of .-
Borrower's or Grantor's accounts, including deposit accounts, with Lender. However, this Event of Default shall® .
not apply if there is a good faith dispute by Borrower or Grantor as to the validity or reasonablenass of the claim
which is the basis of the creditor or forfeiture proceeding and if Borrower or Grantor gives Lender written notice of

the creditor or forfeiture proceeding and deposits with Lender monies or a surety bond for the creditor or forfeitura E
proceeding, in an amount determined by Lender, in its sole discretion, as being an adequate reserve or bond for the -

|
i
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DEED OF TRUST
{Continued) Page 7

Powers of Trustee. In addition to all powers of Trustee arising as a matter of law, Trustee shall have the power to
*take the following actions with respect to the Property upon the written request of Lender and Grantor: (a) join in
vrpreparmg and filing & map or plat of the Real Property, inciuding the dedication of streets or other rights to the

public;-{bl:join in granting any easement or creating any restriction on the Real Property; and (c) join in any

subdrdination or other agreement affecting this Deed of Trust or the interest of Lender under this Desd of Trust.

;ijObIlgatlons té Notify. Trustee shall not be obligated to notify any other party of a pending sale under any other
trust deed of lien, or of any action or proceeding in which Grantor, Lender, or Trustee shall be a party, unless
requtred by apphcable law, or unless the action or proceeding is brought by Trustee.

Tristoo: "Trustes shall meet all qualifications required for Trustee under applicable law. In addition to the rights
and remedles et 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 shall have the right to foreclose by judicial foreclosure, in either case in
accordance W|th and to dhe full extent provided by applicable law.

Successor Trustee, . ALepder, at Lender's option, may from time to time appoint & successor Trustee to any Trustee
appeinted under this Dead of Trust by an instrument executed and acknowledged by Lender and recorded in the
office of the recorder of SKAGIT County, State of Washingtan, 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 Fils Nurber whers this Deed of Trust is recorded, and the name and address of the succassor
trustee, and the instrument shall be executed and acknowledged by Lender or its successors in interest. The
successor frustee, without conveyance of the Property, shall succeed to all the title, power, and duties conferred
upon the Trustee in thls Deed of Trust and by applicable law. This procedure for substitution of Trustee shail
govern 1o the exclusmn af all other prowsmns for substitution.

NOTICES. Subject to apphcable Iaw, and: except for notice required or allowed by law to be given in another manner,
any notice required to be given:under this;Deed of Trust, including without limitation any notice of default and any
notice of sale shall be given lin-writing, ‘and-shall be effective when actually delivered, when actually received by
telefacsimile {unless otherwise required by law), when deposited with a natlonally recognized overnight courier, or, if
mailed, when deposited in the United States, mail, as first class, certified or registered mail postage prepaid, directed to
the addresses shown near the beginning of this Deed of Trust. All copies of notices of foreclosure from the holder of
any lien which has priority over this Deed of Trust“shall be sent to Lender's address, as shown near the beginning of
this Deed of Trust. Any party may change ifs address for notices under this Deed of Trust by giving formal written
notice to the other parties, specifying ‘that thé purpose of the notice is to change the party's address. For notice
purposes, Grantor agrees to keep Lender- informed at all times of Grantor's current address. Subject to applicable law,
and except for notice required or allowed by faw tg be glvén in anather manner, if there is more than one Grantor, any
notice given by Lender to any Granter is deemed to be ndtice given to all Grantors.

MISCELLANEQUS PROVISIONS. The followmg_msceileneous provisions are a part of this Deed of Trust:

Amendments. This Deed of Trust, together-with any Related Documents, constitutes the entira understanding and
agreement of the parties as to the matters set’forth in this Deed of Trust. No alteration of or amendment to this
Deed of Trust shall be effective unless given m wntmg and s:gned by the party or partiss sought to be charged or
bound by the alteration or amendment, g

Annual Reports. If the Property is used for ptjrposes other,t-ha'n Grantor's residence, Grantor shall furnish to
Lender, upon request, a certified statement of net operating.income received from the Property during Grantor's
previgus fiscal year in such form and detail as Lender-shall requife.. "Net operating income" shall mean all cash
receipts from the Property less all cash expenditures rnade in connection with the operation of the Property,

Caption Headings. Caption headings in this Deed of Tiust are ior convemence purposes only and are 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 thls Deed of Trust with any other interest or
estate in the Property at any time held by or for the benefit of Lender in any capaclty, without the written consent
of Lender.

Governing Law. This Deed of Trust will be governed by, const'r'uéc_l and "er_u:forced in accordance with federal law
and the laws of the State of Washington. This Deed of Trusti-___has be_e"nk:._aee'épted by Lender in the State of
Washington. e

Choice of Venue. [f there is a lawsuit, Grantor agrees upon Lender's request to subrmt to the jurisdiction of the
courts of Skagit County, State of Washington,

Joint and Several Liability. All obligations of Borrower and Grantor under thls Deed of Trust shall be joint and
several, and all references to Grantor shall mean each and every Grantor, and all refererices” to Borrower shall mean
each and every Borrower. This means that each Borrower and Grantor signing befow is responsible for all
obligations in this Deed of Trust. Where any che or more of the parties is a. corporatmn partnership, limited
ltability company or similar entity, it is not necessary for Lender to inguire into the 'powers. of any of the officers,
directors, partners, members, or other agents acting or purporting to act on the entlty s behali; and any obligations
made or created in reliance upon the professed exercise of such powers shall be guaranteed under this Dead of
Trust. : ;

No Waiver by Lender. Lender shall not be deemed to have waived any rights under this D.e"éd 6f'Trust unless such
waiver is given in writing and signed by Lender. No delay or omigsion on the part of Lenderin exercising. any right
shall operate as a waiver of such right or any other right. A waiver by Lender of a provision of ' this Deed.of Trust
shall not prejudice or constitute a waiver of Lender's right otherwise to demand strict: comphance ‘with that
provision or any other provision of this Desd of Trust. No prior waiver by Lender, nor any cowrse of<dealing
between Lender and Grantor, shall constitute a waiver of any of Lender's rights ar of any of Grantor's .obligations
as to any future transactions. Whenever the consent of Lender is required under this Deed of Trust,the-granting
of such consent by Lender in any instance shall nat constitute ¢ontinuing consent 1o subsequent mstances where
such consent is required and in all cases such consent may be granted or withheld in the sole dlscretton of. Lender

Severability. If a court of competent jurisdiction finds any provision of this Deed of Trust to be lllegal invalid, or'“"

unenforceable as to any circumstance, that finding shall not make the offendlng pravision illegal, *invalid, -0

ungnforceable as to any other cirgumstance. If feasible, the offending provusmn shall be considered modified s6
that it becomes legal, valid and enforceable. If the offending provision cannot be so madified, it shajl“be -

considered deleted from this Deed of Trust. Unless otherwise required by law, the illegality, mvahdlty, ar .
unenforceability of any provision of this Deed of Trust shall not affect the legality, validity or enfargeability of any.: 7

other provision of this Deed of Trust.

Successors and Assigns. Subject to any limitations stated in this Deed of Trust on transfer of Grantor's intere_sf;

this Deed of Trust shall be binding upon and inure to the benefit of the parties, their successors and assigns. If

ownership of the Property becomes vested in a person other than Grantor, Lender, without notice to Grantor, may

LT
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DEED QF TRUST
(Continued) Page 9

GFIANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST. AND GRANTOR
.kAGREES TO ITS TERMS.

GRANTOR

WELCH LOGGING.ING,

Authorized Sign

—““M.“u.ull"’___
CORPORATE ACKNOWLEDGMENT \\\“P AF}{N/ “,
\Q-"' \ON E*@-.,

. 3
&
STATE OF h\)” }ggm‘hy‘ ) 5" -"&‘ OTAR,,‘%':"-.E

: 1 $8
SXank o :
COUNTY OF (R \\t’ : i ) ‘-'.;mi‘-. Ry
4

k__«

B
o ¥ : - ey T
On this ’Dl‘ day of V Ao OUnA , 20 O L1 . b@pf m"%p‘m;ned

Notary Public, personally appeared \.-\./ 1, H' u.wﬂ AATEA D L?ﬁ

and personally known 1o me or proved to mie on the basis of satistactory evidence to be {an) authorized agentis) of the
corporation that executed the Deed of Trist and. acknowledged the Deed of Trust to be the free and voluntary act and
deed of the corporation, by authority of itg By(aws 7 by resclution of its board of directors, for the uses and purpases
therein mentioned, and on oath stated that_he or shé/they isfare authorized to execute this Deed of Trust and in fact
executed the Deed of Trust on Rehalf of the corparatton

~ - — )

Residing at (-3¢ |, Ao L2

Notary Public in and for the State of A e My commission expires | 7 /2 /(073

REQUEST FOR FULL RECONVEYANCE

To: Trustee

The undersigned is the legal owner and holder of all mdebtedness secured -by this Deed of Trust. You are hereby
requested, upon payment of all sums owing to you, 10 reconvey: wrthout warranty, to the persens entitled thereto, the
right, title and interest now held by you under the Deed of Trust.

Date: { _f'.' ﬁet_‘neficiary:
' s By:
g
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