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THIS DEED OF TRUST is dated February 15, 2005, among David P Garcia, whose address is
18078 Colony Rd, Bow, WA 98232 and Debra J-Garcia, husband and wife, whose address is
18078 Colony Rd, Bow, WA 98232 ("Grantor“), Horlzon Bank, whose mailing address is
Burlington Office, PO Box 642 / 1020 South Burlington Bivd, Burlington, WA 98233 (referred
to below sometimes as "Lender" and sometimes as "Beneficiary"); and Westward Financial
Services Corporation, whose mailing address 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 entry and possession and for the benefit of Lender as Beneficiary, all of Grantor's right, title, and interest in and to the
following described real property, together with all existing or subsequently erected or affixed buildings, improvements and
fixtures; &l easements, rights of way, and appurtenances; all water, water rights and ditch rights (including stock in utilities
with ditch or irrigation rights); and all other rights, royalties, and profits relating to the real property, including without limitation

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

of Washington: -~

Lot 2 bf___.-Shqrt"'l?Iat No. PL04-0519, recorded November 23, 2004, under Auditor’s File No.
200411230133, records of Skagit County, Washington, and being a portion of Government
Lot 3, Section 19,"Township 36 North, Range 4 East, W.M. Situate in the County of
Skagit, State of Washington.

The Real Prope_rt\'(_:.o.r:"i__ts"‘a:&dress is commonly known as NHN Colony Rd, Bow, WA 98232,
The Real Property tax identification number is 360419-0-005-0107

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 s recérded in accordance with RCW 65.08.070; the lien created by this assignment is intended
to ba spacific, perfectad and <hoate upon the, recording of this Deed of Trust. Lender grants to Grantor a license to collect
the Rents and profits, which ligénse may tié-revoked at Lender's option and shall be automatically revoked upon acceleration
of all or part of the Indebtedness. . .~ Lo

THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS
AND PERSOMAL 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 TRUST i$-GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Exéém'-';s otherwise provided In this Deed of Trust, Grantor shall pay o Lender all
amounts secured by this Deed of Trust as.they bacome due, and shall slrictly and in a timely manner perform alt of Grantor's
obligations under the Note, this Deed of Tru_st-;anq the __He[ated Documents.

CONSTRUCTION MORTGAGE. This Deed of Trust is a "construction mortgage” for the purposes of Sections 9-334 and
2A-300 of the Uniform Commercial Cods, as those sections have been adopted by the State of Washington.

POSSESSION AND MAINTENANCE OF THE PROPERTY. Grantor agrees that Grantor's possession and use of the Property
shall be governed by the following provisions: F

Possession and Use. Until the occurrence of an Event of Default, Grantor may (1) remain in possession and control of
the Property; (2) use, operate or manage the Property; and (3} collect tha Rents from the Property {this privilege is a
license from Lender to Grantor automaticelly revoked upon default). The following provisions relate to the use of the
Property of to other limitations on the Property. The:Real Property is:not used principaily 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.

Compliance With Environmental Laws. Grantor represents and warrants to Lender that: (1) During the peried 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 Property; (2)
Grantor has no knowledge of, or reason to belisve that there has begn,“except as previously disclosed to and
acknowledged by Lender in writing, {a) any breach or violation of any’Epvironmental Laws, (b) any use, generation,

manufacture, storage, treatment, disposal, release or threatened releaseof any Hazardous Substance on, under, about
or from the Property by any prior owners or occupants 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 to and acknowledged
by Lendsr in writing, {2) nelther Grantor nor any tenant, contractor, agent or.cther authorized user of the Property shall
use, generate, manufacturs, 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 applicable federal, state, and local laws,

reguiations and ordinances, including without timitation ali Environmental Laws..” Grantor. authorizes Lender and fts

agents to enter upon the Property to make such inspections and tests, at Grantor's expense, as Lender may deem
appropriate to determine compilance 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 responsibility or fiability on

the part of Lendar to Grantor or ta any other persen. The rapresentations and warraiities contained hereln 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 event Grantor béicomes liable for cleanup or

other costs under any such laws; and (2) agrees to indemnify and hold harmiess Lender againgt any and all claims,
losses, liabilities, damages, penalties, and expenses which Lender may dirsctly or indirectly sustain or suffer resulting
from a breach of this section of the Deed of Trust or as a consequence of any use, generation,fanufacture, storags,
disposal, release or threatened release oceurring prior to Grantor's ownership or interest'in the Propetty, whether or not
the same was or should havs bgen known to Grantor. The provisions of this section of the Deed.of Trust, including the
obligation to indemnify, shall survive tha payment of the Indebtedness and the satisfaction and reconveyance of the lien

of this Deed of Trust and shall not be affected by Lenders acquisition of any interest in“the’ Property; whether by
foreclosure or atherwise. ST

Nuisance, Waste, Grantor shall not cause, conduct or permit any nuisance nor commit, permit, or:suffér any.$tripping of
or waste on or to the Property or any portion of the Property. Without limiting the generality of the foregoing, Grantar will
not remove, or grant to any other party the right to remove, any timber, minerals (including oil and.gas),.coal; ¢clay,
scoria, soil, gravet or rock products without Lender's prior written consent. T

Removal of Improvements. Grantor shall not demolish or remove any Improvements from the Real lsrob:ény'w.ﬁhoﬁt“ _
Lender's prior written consent. As a condition to the removal of any Improvemsnts, Lender may require Grantor to'make
arrangements satistactory to Lender to replace such Improvements with Improvements of at least equal valus,

Lender’s Right to Enter. Lender and Lender's agents and representatives may enter upon the Real Property at all:
reasonable times to attend to Lender’s interests and to inspect the Real Property for purposes of Grantor's compliarice” |
with the terms and conditions of this Deed of Trust. A

Compliance with Governmental Requirements. Grantor shall promptly comply, and shall promptly cause compliance:~ e
by all agents, tenants or other persons or entities of every naturg 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 1o the use or occupancy of the Property. Grantor may contest in good faith any such law, .
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_ordindnce, or regulation and withhold compliance during any proceeding, including appropriate appeals, so long as
“Grantor has notified Lender in writing prior to doing s¢ and 50 long as, in Lender's sole opinion, Lender's interests in the
_-Propefty-are not jeopardized. Lender may require Grantor to post adequate security or a surety bond, reasonably

satisfactoryto Lender, to protect Lender’s interest.

<Dty to Prptéct. Grantor agrees neither to abandon or leave unattended the Property. Grantor shall do all other acts, in
; addition to thgse acts set forth above in this section, which from the charactsr and use of the Property are reascnably
:Ngcessary 10:protect and preserve the Property.

Construction Loan. If some or all of the proceeds of the loan creating the Indebtedness are to be used to construct or
cothpleté construction of any Improvements on the Property, the Improvernents shall be completed no later than the
rmafurity déte of the:Note (or such sariier date as Lender may reasonably establish) and Grantor shall pay in fult all cosls
and expenses inh connection with the work. Lender will disburse loan proceeds under such terms and conditions as
Lendertnay deem reasonably necessary 1o insure that the Interest created by this Deed of Trist shall have priority over
all possible liens; inchiding. those of material suppliers and workmen. Lender may require, among other things, that
disbursement requests be ‘supported by receipted bills, expense affidavits, waivers of liens, construction progress
reports, and such-other documentation as Lender may reasonably request.

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

Payment. Grantor shall pay “whén due {and in all events prior to delinquency) all taxes, 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 Froperty. 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-dssesdments not due and except as otherwise provided in this Deed of Trust.

Right to Conlest. Grantor ‘may withhold payment of any tax, assessment, of claim in connection with a good faith
dispute over the obiigation.to pay, so iofig as Lender’s interest in the Property is not jeopardized. If a lien arises or js
filed as a result of nonpayment;.Grantor shall within fifteen (15) days after the lien arises or, if a lien is filed, within fifteen
{15) days after Grantor has neticeof e 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 10
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 Proparty. Grantor shallname Lender as an additional obligee under any surety bond fumished

in the contest proceedings. R

Evidence of Payment. Grantor shall upon demand furriish to Lender satisfactory evidence of payment of the taxes or
assessments and shall authorize the approptiate governmental official to deliver to 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 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 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 part of this Deed of
Trust. T

Maintenance of Insurance. Grantor shall procure and maintain policies of fire insurance with standard extended
coverage endorsements on a fair value basis for the full instrable valie covering all Improvements on the Real Property
in an amount sufficient to avoid application of any coinsurdnce 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
writtert in form, amounts, coverages andg basis reasonably accéptable 16 Lender-and issued by a company or companies
reasonably acceptable to Lender. Grantor, upon request of Lender  will‘deliver to Lender from time to time the policies
or certificates of insurance in torm satisfactory to Lerder, including sfipulations that coverages will not be cancelled or
diminished without at least ten (10) days prior written notice to Lender. Each insurance policy also shall include an
endorsament 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.designated by the Director of the
Federal Emergency Marnagement 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 Lender that the'Préperty is located in a special flooed
hazard area, for the full unpaid principal balance of the loan and any prior lieris on the property securing the loan, up to

the maximum policy limits set under the National Flood Insurance Program, jor:as otherwise required by Lender, and to

maintain such insurance for the term of the loan. i

Application of Proceeds. Grantor shall promplly notify Lender of any loss or damage fo the Property. Lender may
make proof of loss if Grantor fails to do so within fitteen (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 inslirance and apply the proceeds to

the reduction of the Indebtedness, payment of any lien affecting the Property, or' the restaration:and repair of the

Property. If Lender elects to apply the proceeds to restoration and repair, Grantor shall repair of replace the damaged or
destroyed Improvements in a manner satistactory to Lender. Lender shall, upon satisfactory praof of-such expenditure,
pay or reimburse Grantor from the proceeds for the reasonable cost of repair or restoration-if Grantor is not In defauit
under this Deed of Trust. Any proceeds which have not been disbursed within 180 days after.theit-receipt and which

Lender has not committed to the repair or restoration of the Property shall be used first topay-afny-amount owing to

Lander under this Dead of Trust, then to pay accrued interest, and the remainder, if any, shall be applied o' the principal

balance of the Indebtedness. If Lender holds any proceeds after payment in full of the Indebtedness, such proceeds

shall be pald without interest to Grantor as Grantor’s interests may appear. S

LENDER'S EXPENDITURES. |f Grantor falls {A) to keep the Property free of afl taxes, liens, security interests,
encumbrances, and other claims, (B} to provide any required insurance on the Property, or (G) to-make repairs 1o the
Property then Lender may do so. If any action or proceeding is commenced that would materially affect Lenderg-interests in

the Property, then Lender on Grantor's behalf may, but is not reguired to, take any action that Lender befieves: to be
appropriate to protect Lender’s interests. All expenses incurred or paid by Lender for such purposes will therr baar interest at <
the rate charged under the Note from the date incurred or paid by Lender to the date of repayment by Grantor, All sugh™ @
expenses will become a part of the Indebtedness and, at Lender's option, will (A} be payabls on demand; (B) ‘be‘addedtio ;-
the balance of the Note and be apportioned among and be payable with any instaliment payments to become due during - -
sither (1) the term of any applicable insurance policy; or (2} the remaining term of the Note; or (C) be treated as.a bafloon ;.
payment which will be dus and payable at the Note'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 b
entitled an account of any default. Any such action by Lender shall not be construed as curing the default so as to-bar -~

Lender from any remedy that it otherwise would have had. e
WARRANTY; DEFENSE OF TITLE. The following provisions relating to ownership of the Property are a part of this Deed of

LI e
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; T_I=tlé;"_f.Grantor warrants that: {a} Grantor holds good and markstable title of record to the Property in fee simple, free
¢ ‘and-clear of afl liens and encumbrances other than those set forth in the Real Property description or in any title
insurance policy, title report, or final title opinion issued in favor of, and accepted by, Lender in connection with this Deed

e of Trust;.and (b} Grantor has the full right, power, and authority to execute and deliver this Deed of Trust to Lender.

Defehse of Title. Subject to the exception 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 tifle or the interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the action at Grantor's
expénse.. Grantor'may be the nominal party in such proceeding, but Lender shall be entitled to participate in the
proceeding-and-to be represanted in the proceeding by counsel of Lender's own choice, and Grantor will deliver, or
cause to be délivered, to Lender such instruments as Lender 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 alf existing
applicable laws, ordinances; and regulations of governmental authorities.

Survival of Promises, Al _promises, agreements, and statements Grantor has made in this Deed of Trust shall survive
the execution and delivery of this Deed of Trust, shall be continuing in nature and shalf remain in full force and effect until
such time as Grantor's:Indsbtedness is paid in full.

CONDEMNATION. Thé followirig provisions relating to condemnation proceedings are a part of this Deed of Trust:

Proceadings. If any proceeding.in condernation is filed, Grantor shall promptly notify Lerder in writing, and Grantor
shall promptly take such steps-as may be necessary to defend the action and obtaint the award. Grantor may be the
nominal party in such precesding; but Lander shall be entitled to participate in the proceeding and fo be represented in
the procesding by counsel of its own'choice all at Grantor's expense, and Grantor will deliver of cause to be delivered to
Lender such instruments apd documsntation as may be requested by Lender from time to time to permit such
participation. § s :

Application of Net Proceeds. -If all or any part of the Property is condemned by eminent domain proceedings or by any
proceeding or purchase in lisu of condernnation, Lender may at its election require that all or any portion of the net
proceeds of the award be appliéd-te-the.Indebtedness or the repalr or restoration of the Property. The net proceeds of
the award shall mean the award after paymient of all reasonable costs, expenses, and attorneys’ fees incurred by Trustee
or Lender in connection with the condempation. .=

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES. The following provisions relating to
governmental taxes, fees and charges are apart of this Deed of Trust:

Current Taxes, Fees and Charges. Upon requast 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 Lender’s lien on the Real
Property. Grantor shall reimburse Lender for all taxes; as described below, together with all expenses incurred in
racording, perfecting or continuing this Deed'of Trist,-including without limitation all taxes, fees, dosumentary 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 this type of Deed of
Trust or upon all or any part of the Indebtedness sécured by this Deed of Trust; (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 Deed of Trust chargeable against the Lender or the holder of the Note; 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. If any tax to which this section applies is-enacted subsequent to the date of this Deed of Trust, this

avent shall have the same effect as an Event of Default, and Lender may, exercise any or ali of its avaitable remedies for
an Event of Default as provided below unless Grantor either “(1)...pays the tax before it becomes delinquent, or (2)

contests the tax as provided above in the Taxes and Lieris section and deposits with Lender cash or a sufficient

corporate surety bond or other security satisfactory to Lender. T E e

SECURITY AGREEMENT; FINANCING STATEMENTS. The following p_r"'o\giéi.ons relating to this Deed of Trust as a security
agreement are a part of this Dead of Trust: P i

Security Agreement. This instrument shall constitute a Security Agfeément :to"ihgfextent any of the Property constitutes
fixtures, and Lender shall have all of the rights of a secured party underthe Uniform Ceramercial Code as amended from

Security Interest. Upon request by Lender, Granter shall take whatever action js requested by Lender to perfect and

continue Lenders security interest in the Personal Property. In addition to recarding 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 reproductions of this Deed of Trust as a financing statement. Grantor shal}- reimbursé Lender for all expenses
incurred in perfacting or continuing this security interest. Upon default, Grantor-shall not rémove, sever or detach the
Personal Property from the Property. Upon dsfault, Grantor shall assemble any Personial :Property not affixed to the
Property in a manner and at a place reasonably convenient to Grantor and Lender and make it available to Lender within

three (3) days aftar receipt of written demand from Lender to the extent permitted by applicable law.:" .~

Addresses, The mailing addresses of Grantor (debtor) and Lender {secured party) frb(n*-whi.cﬁ"infbf'mation congerning
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. Pl

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provisions relating to firthér assurances and
attomey-in-fact are a part of this Deed of Trust: A

Further Assurances. At any time, and from time to time, upon request of Lender, Grantor will make, ‘exe¢ute 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 Lender may deem appropriate, any and all such morigages, deeds of trust, security "desds, seciity
agreements, financing statements, continuation statements, instruments of further assurance, certificatés,-and. ather:
documents as may, in the sole opinion of Lender, be necessary or desirable in order to effectuate, complste, petfect,”
continue, or preserve (1) Grantor's obligations under the Note, this Deed of Trust, and the Refated Docurnents, and’ (2) -~
the liens and security interests created by this Deed of Trust as first and prior liens on the Property, whether now owned™
or hereafter acquired by Grantor. Unless prohibited by law or Lender agrees to the contrary in writing, Grantor shall i ¢
reimburse Lender for all costs and expenses incurred in connection with the matters referred to in this paragraphi, .

Attorney-in-Fact. |f Grantor fails 1o do any of the things referred to In the preceding paragraph, Lender may do sofor’ 4 -
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 other things’ S
as may Ee necessary or desirable, in Lenders sole opinion, to accomplish the matters referred to in the preceding.”
paragraph. ;

FULL PERFORMANCE. [f Grantar pays all the indebtedness when due, and otherwise performs all the obligations imposed

- — -
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upon Grantor under this Deed of Trust, Lender shall execute and deliver to Trustee a request for full reconveyance and shall
jexetute and deliver to Grantor suitable statements of termination of any financing statement on file evidencing Lender’s
“security .intérest in the Rents and the Personal Property. Any reconveyance fee shall be paid by Grantor, i permltted by
“.applicable law.. The grantee in any reconveyance may be described as the "persen or persons legally entited thereto”, and
the recrtals in the reconveyance of any matters or facts shall be conclusive proof of the truthfulness of any such matters or
facts ;

EVENTS OF DEFAULT At Lender’s optioh, 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 due 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, provuded in this Deed of Trust or in any agreament related to this Deed of Trust.

Compllance Default.” Failure to comply with any other term, cbligation, covenant or condition contained in this Deed of
Trust, the Note or in any of the Related Documents.

Default on Other: Payments. Failure of Grantor within the tima 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 discharge of any lien.

Faise Statements. Any representatlon or statement made or furnished to Lender by Grantor or on Grantor's behalf
under this Deed of Trust or the Felated Documents is false or misleading in any material respect, either now or at the
time made or furnished. .~ -

Defective Collaterallzatlon Thls Deed of Trust or any of the Related Documents ceases to be in full force and effect
(including failure of any collateral clocument to create a valid and perfected security interest or lien) at any time and for
any reason.

Death or Insolvency. The death of any :Grantor, the insolvency of Grantor, the appointment of a receiver for any part of
Grantor's property, any assignment for-tha-benefit of creditors, any type of creditor workout, or the commencement of
any proceeding under any bankruptcy or; lnsolvency laws by or against Grantor.

Taking of the Property. Any credltor or govemmental agency tries o 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 taking of the Property is based is valid or
reasonable, and if Grantor gives Lendér writtefi notice of the claim and furnishes Lender with monies or a surety bond
satisfactory to Lender to satisfy the clairi; then this defauit provision will not apply.

Breach of Other Agreement. Any breach by Grantcr ‘under the terms of any other agresment between Grantor and
Lander that is not remedied within any grage period .provided therein, including without limitation any agresment
concerning any indebtedness or other obligation of. Grantor to Lender, whether existing now or later.

Events Affecting Guarantor. Any of the br,;ecedin'g events occurs with respect to any guarantor, endorser, surety, or
accommodation 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 (ndebtedness.

RIGHTS AND REMEDIES ON DEFAULT. If an Event:of Default occurs under this Deed of Trust, at any time thereafter,
Trustee or Lendar may exetcise any one or more of the fallowing rlghts and remedies:

Election of Remedies. All of Lender's rights and remediesWwill be cumulatwe and may be exercised alone or together,
An election by Lender to choose any one remedy will not bar tender from using any other remedy. f Lender decides to
spend money or to perform any of Grantor's obligations: unider this Desd of Trust, after Grantor’s failure to do so, that
decision by Lender will not afiect Lender’s right to declare Grantor in‘default and to exercise Lender's remedies.

Accelerate Indebtedness. Lender shall have the right at its option fo.deciaré the entire Indebtedness immediately due
and payable, inciuding any prepayment penaity which Grantor would be reduired to pay.

Foreclosure. With respact 1o all or any part of the Real Property, the-Trustee shall have the right to exercise its power of
sale and 1o foreclose by notice and sale, and Lender shall have the right to !oreciose by judicial foreclosure, in either
case in accardance with and to the full extent provided by applicable, law.

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

Collect Rents. Lender shall have the right, without notice 1o Grantor to take possessmn of and manage the Property
and collect the Rents, Including amounts past dus and unpaid, and apply the:net proceeds, over and above Lender’s
cosls, against the Indebtedness. In furtherance of this right, Lender may require any tenart of-gther user of the Property
to make payments of rent or use fees directly to Lender. If the Rents are collscted by Lender,:then Grantor irrevocably
designates Lender as Grantor's aftorney-in-fact to endorse instruments received.in paymenit thereof in the name of
Grantor and to negotiate the same and collect the proceeds. Payments by tenants or other users to Lender in response
to Lender's demand shall satisfy 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 person by agent or through a
receiver.

Appoint Receiver. Lender shall have the right to have a receiver appointed to take possessuon of ali oriany part of the
Property, with the power to 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 thé cost of 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 substantlal
amount. Employment by Lender shall not disqualify a person from serving as a receiver. - y

Tenancy at Sufferance. If Grantor remains in possession of the Property after the Property is sold as provnded above or
Lender otherwise becomes entitled 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, gither (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 Note or'’,
by iaw.

Notice of Sale. Lendar shall give Grantor reasonable notice of the time and place of any public sale of the Personal
Property or of the time after which any private sale or other intended disposition of the Personal Property is to- be madé.” .
Reasonable notice shall mean notice given at least ten (10} days before the time of the sale or disposition. Any sale of A
the Personal Property may be made in conjunction with any sale of the Real Property.

Sale ot the Property. To the extent permitted by applicable Jaw, Grantor hereby waives any and all rights to hava ths
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 sale or by separate sales. Lender shall be entitled to btd at any public sale on all
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. Attorneys’ Fees; Expenses. If Lender institutes any suit or action to enforce any of the terms of this Desd of Trust,
¢ < kender shall be entitied to recover such sum as the court may adjudge reasonable as attomeys' fees at trial and upon
any appeal. Whether or not any court action is 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
" enforcementof its rights shall become a part of the Indebtedness payable on demand and shall bear interest at the Note
rate’ from the: date of the expenditure untll repaid. Expenses covered by this paragraph include, without limitation,
Howsever subject to any limits under applicable law, Lender's attorneys' fees and Lender's legal expenses, whether or not
there is a fawsult, including attorneys’ fees and expenses for bankruptcy proceedings (including efforts to modify or
vacaté ary automatic stay or injunction}, appeals, and any anticipated post-judgment coflection services, the cost of
searching fecords,“obtaining title reports (including foreclosure reports), surveyors' reports, and appraisal fees, title
insurance, afid fees for the Trustes, to the extent permitted by applicable law. Grantor also will pay any court costs, in
addition te all-othet sums provided by law.

Rights of Trustee.:_‘-Trugte‘é-'_shall have all of the rights and duties of Lender as set forth in this section.

POWERS AND OBLIGA_TIﬁNS“ OF TRUSTEE. The following provisions relating to the powers and obligations of Trustee
{pursuant to Lender's instrugtions) are part of this Deed of Trust:

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 actidns with Tespect 16.the Property upon the written request of Lender and Grantor: {a) join in preparing
and filing 2 map or plat of the Real Property, including the dedication of streets or other rights to the public; (b} join in
granting any easement or-creating any restriction on the Real Property; and (¢} join in any subordination or other
agreement affecting this Deed of Frust or the interest of Lender under this Deed of Trust.

Obligations to Notify. "'T‘rustée_sﬁ'ii"l'i' riot be obligated to notify any other party of a pending sale under any ather trust
deed or tien, or of any action or proceeding in which Grantor, Lender, or Trustee shall be a party, unless required by
applicable law, or unless the:action or prqqgeding is brought by Trustee.

Trustee. Trustee shall meet.ail-qualifications required 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 shail have the right to foreclose by
notice and sale, and Lender will have the Tight 1o foreclose by judicial foreclosure, in sither case in accordance with and
to the full extent provided by applicable law.

Successor Trustee. Lender, at Lerder's-opfion,.may from time to time appoint a successor Trustee to any Trustee
appolnted under this Deed of Trust by:an instriiment executed and acknowledged by Lender and recorded in the office
of the recorder of Skagit County, Staté of Washington. The instrument shall contain, in addition to all other matters
required by state law, the names of the otiginal Lander, Trustes, and Grantor, the book and page or the Auditor's File
Number where this Deed of Trust is recorded; and the riame and address of the successor trustee, and the instrument
shall be executed and acknowledged by Lender-or its-Successors in interest. The successor trustee, without conveyance
of the Property, shall succesd to all the fitle, 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 provisions for
substitution. BN

NOTICES. Subject to applicable law, and except for notice required of allowed by law 10 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 in writing, and shall be effective when actually deliveted, when actually receivad by telefacsimile (unless
otherwise required Dy law), when deposited with a nationally recognized ovemight courier, of, if malled, when deposited in

the United States mail, as first class, certified or registered mail-pogtage prépaid, directed to the addresses shown near the
beginning of this Deed of Trust. All copies of notices of foreclesure from thie holder of any lien which has priority over this
Deed of Trust shall be sent 1o Lender's addrass, as shown near the beginnifig ¢f this Deed of Trust. Any person may change
his or her address for rotices under this Deed of Trust by giving forfnal-written notice to the other person or parsons,
specifying that the purpose of the notice is 1o change the person's address, < For notice purposes, Grantor agrees to keep
Lender informed at all times of Grantor's current address. Subject o applicable taw, and except for notice raquired or
allowed by law to be given in another manner, if therg is more than one Grantor, any notiGe given by Lender to any Grantor is
desmed to be notice given to all Grantors. It will be Grantor's responsibility 10 tell the others of the notice from Lender.

MISCELLANEOUS PROVISIONS. The following miscellaneous provisioné--.é're_ a part'bf:ihis Deed of Trust:

Amendments. What is written in this Deed of Trust and in the Relatsd Documents is Grantor's entire agreement with
Lender concerning the matters covered by this Deed of Trust. To be effective, any.changs.or amendment to this Deed
of Trust must be in writing and must be signed by whoever will be bound or obligated by the change or amendment.

Caption Headings. Caption headings in this Deed of Trust are for convenience ﬁurposes -bqb and are not to be used to
interpret or define the provisions of this Deed of Trust. v

Merger. There shall be no merger of the interest or estate created by this Deed of Trust w'rtﬁ:a___ny‘:other interest or estate
in the Property at any time held by or for the benefit of Lender in any capacity, without the written consent of Lender.

Governing Law. This Deed of Trust will be governed by federal law applicable to Lender q_n"d, ‘1o the extent not
preempted by federal law, the laws of the State of Washington without regard to fts conflicts of law provisions.
This Deed of Trust has been accepted by Lender in the State of Washington. Low W

Cholce of Venue. If there is a lawsuit, Grantor agrees upon Lender's request to submit to'the jurisdiction qf the courts of
Whatcom County, State of Washington. e .

Joint and Several Liabllity. Al obligations of Grantor under this Deed of Trust shall be joirt and’ several; and al
references to Granter shall mean each and every Grantor, This means that each Grantor signing below: is responsible for
all obligations in this Deed of Trust. S

No Walver by Lender. Grantor understands Lender will not give up any of Lender's rights under this Bééd__of"f'fust
unless Lender does so in writing. The fact that Lender delays or omits to exetcise any right will not mean that Lender
has given up that right. If Lender does agree in writing to give up one of Lender's rights, that does not mean Graritor will .

not hava to comply with the other provisions of this Deed of Trust. Grantor also understands that if Lender does consent .-

to a request, that does not mean that Grantor will not have to get Lender’s consent again if the situation happens again.

Grantor further understands that just because Lender consents to one or more of Grantor's requests, that dees.not mean

Lender will be required to congent to any of Grantor's future requests. Grantor waives presentment, demand fof
payment, protest, and notice of dishonor. ER

Severabllity. If a court finds that any provision of this Deed of Trust is not valid or should not be enforced, that factby &
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 © - =
of the provisions of this Deed of Trust even if a provision of this Deed of Trust may be found to be invalid or .~

unenforceabie.

Successors and Assigns. Subject to any limitations stated in this Deed of Trust on transfer of Grantor's interest, tms
Deed of Trust shall be binding upon and inure to the benefit of the parties, their successors and assigns. If ownership of
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: _=;Hé'_Pfoperty becomes vested in a person other than Grantor, Lender, without notice to Grantor, may deal with Grantor's
¢ 2~ successors with reference to this Deed of Trust and the Indebitedness by way of forbearance or extension without
) ~--relea5|ng Grantor from the obligations of this Deed of Trust or liability under the Indebtedness.

:T:me Is of the Essence. Time is of the essence in the performance of this Deed of Trust,

i Waive Jury -All 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.

‘SWaiv_,er.--of Homéstead Exemption. Grantor hereby releases and waives all rights and benefits of the homestead
exemption laws of the State of Washington as to all Indsbtedness secured by this Deed of Trust,

SERVICING NOTICE Grantor is hereby notified that the sarvicing for the loan is subject to sals, transfer, or assignment. If
and when the serwcmg ig- seld transferred or assigned, the purchasing servicing agent is required to provide notification to
Grantor.

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

Borrower. The word: "Borrower means David P Garcia and Debra J Garcia and includes all co-signers and co-makers
signing the Note.

Deed of Trust. The words "Deed of Trust" mean this Deed of Trust among Grantor, Lender, and Trustes, and includes
without timitation ail assngnment and- secunty interest provisions relating to the Personal Property and Rents.

Environmental Laws. - The words "Environmental Laws" mean any and all state, federal and local statutes, regulations
and ordinances relating t& the protection of human heaith or the environment, including without limitation the
Comprehensive Environmental Response, Compensation, and Liability Act of 1980, as amended, 42 U.S.C. Section
9601, et seq. ("CERCLA", the Superfurid Amendments and Reauthorization Act of 1986, Pub, L. No. 99-483 ("SARA™),
the Hazardous Materials Transportatior: Act, 49 U.5.C. Section 1801, et seq., the Rescurce Conservation and Recovery
Act, 42 U.5.C. Section 6901;.et seq or other applicable state or federal laws, ruies, or regulations adopted pursuant
thereto.

Event of Default. The words "E‘vem of Default™ mean any of the everts of default set forth in this Deed of Trust in the
events of default section of this Deed of Trust

Grantor. The word "Grantor” means Dawci P Garc:la and Debra J Garcia.

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

Hazardous Substances., The words “Hazardous® Substances” mean matedals that, because of their quantity,
concentration or physical, chemical or infectictis characteristics, may cause or pose a present or potential hazard to
human health or the environment when improperly used, treated, stored, dlsposed of, generated, manufactured,
transported or otherwise handled. The words, "Hazardous Substances" are used in their very broadest sense and
include without limitation any and all hazardous of toxic substances, materials or waste as defined by or listed under the
Environmental Laws. The term "Hazardous Substances" also. lncludes without limitation, petroleurn and petroleum
by-products or any fraction thereof and asbestos.

Improvements. The word "Improvements" means all exlstlng and “futiare improvements, 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 pnnctpal mterest and other amounts, costs and expenses payable
under the Mote or Related Documents, together with all renewals of; extensions of, modifications of, consolidations of
and substitutions for the Nole or Refated Documents and any-armounts expended ar advanced by Lender to discharge
Grantor's cbligations or expenses incurred by Trustee or Lender o enforce:Grantor's obligations under this Deed of
Trust, together with intarest on such amounts as provided in this Deed of Trust.

Lender. The word "Lender” means Horizon Bank, its successors and asmgns- The words "successors or assigns” mean
any person or company that acquires any intergst in the Note. o

Note. Ths word "Note" means the promissory note dated February 15, 2005 m the original principal amount
of $140,000.00 from Grantor to Lender, together with all renewais of, extensions of, modifications of, refinancings of,
consohdatlons of and substitutions for the promissory note or agreement. The maturity ‘date of this Deed of Trust is
February 1, 2006. NOTICE TO GRANTOR: THE NOTE CONTAINS A VARIABLE INTEREST RATE.

Persconal Property. The words "Personal Property” mean all equipment, fixtures, and other articles of personal property
now or hereafter owned by Grantor, and now or hereafter attached or affixed 16 the Real Property; together with all
accessions, parts, and additions to, all replacements of, and all substitutions for, any of siich-property; and togsther with
all issues and profits thergon and procesds (including withaut limitation all insurance proceeds and refunds of pramiums}
from any sale or other disposition of the Property.

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

Real Property. The words "Real Property” mean the real property, interests and nghts -as further descnbed in this Deed
of Trust.

Related Documents. The words "Related Documents” mean all promissory notes, credit agreaments Ioan ‘agreements,
environmental agreements, guaranties, security agreements, morlgages, deeds of trust,: ‘security-deeds, collateral
mortgages, and all other inslruments, agreements and documents, whether now or hereafter exrsttng. executed i
connection with the Indebtedness. . .

Renis. The word "Rents” means all present and future rents, revenues, income, iSsues, royalnes proflts and other
benefits derived from the Property.

Trustee. The word "Trustee" means Westward Financial Services Corporation, whose mailing address. |5 '500 Gornwall
Avenue, Bellingham, WA 98225 and any substitute or successor trustees. Lo -
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EAO‘H GRANTOFI ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND EACH
GRANTOFI AGHEES TO ITS TERMS.

INDIVIDUAL ACKNOWLEDGMENT

COUNTY OF %ﬁ&d fﬂ+‘ ; =
‘)

On this day before me, the undersigned Notary Pubhc, personally appeared David P Garcia and Debra J Garela, personally
known to me or proved to me on the basis of satisfactory evidence to be the individuals described In and who executed the
Deed of Trust, and acknowledged that they sugned the Deed of Trust as their free and voluntary act and deed, for the uses

and purposes therein mentioned. Ll -QO
Given undet my hand and official seal this e 77% day of ﬂ/ - A 2

- —

%% . Residing at //}MV / /QW@’IL/
Nota r@ﬁ{mz and for the(SIate)f @' ¢ My commission expires __/ {~& z,(?fo

REQUEST FOR FULL RECONVEYANCE

To: Trustee

The undersigned is the legal owner and holder of all indebtedness’ secured by thls Deed of Trust. You are hereby requested,
upon payment of all sums owing to you, to reconvey without warranty, to tha persons entitled thereto, the right, title and
interest now held by you under the Dead of Trust.

Date: 55‘ _j"' Benefnclary
: g By:
R 1;5:
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