RETURN ADDRESS:

; - Horizon Bank -
e kDoc Ctr % Melissa Gaines
2217 leland Drive Suite
230 . 200608140001

5 ?eﬂfn.g-h-aw WA 96228 Skagit County Auditor

8/14/2006 Page 1 of 8 8:46AM
LAND TlTLE 3 SKAGIT COUNTY
I@?A"H P
DEED OF TRUST
DATE: August 8, 2006 "
Reference # (if appllcable) Additional on page
Grantor(s}):
1. Harmon, P Steven and Harmon Jewell R, Trustees of P Steven and Jewell R Harmon

Trust
Grantes(s)

1. Horizon Bank S
2. Westward Financial Servrces Corporatlon Trustee

Legal Description: Tracts 60 & 70, Che_ast’ys Bigi ake Tracts
S8 s Additional on page 2

Assessor's Tax Parcel ID#: 3882-000-070:0002 (P64468)

THIS DEED OF TRUST is dated August 8, 2006, among P Steven Harmon and Jewell R
Harmon, Trusiees of P Stieven and Jewell R Harmon Trust , and successors under the
provisions of a trust agreement, whose address .is 17360 Lake View Blvd, Mount Vernon, WA
98273 ("Grantor"); Horizon Bank, whose ma;img“_addres‘s is Lakewood Office, 10318 Gravelly
Lake Dr SW, Lakewood, WA 98489 (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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CO’NVEYANCE 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
Tollcwmg déscribed real property, together with all existing or subsequently erecled or affixed buildings, improvements and
fixtures; all easements, rights of way, and appurtenances; all water, water rights and ditch rights (including stock in utilities
with ditch or Jrrlgatlen rights); and all other rights, royalties, and profits relating to the real property, including without fimitation

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

of Washmgton-*’
PARCEL"A”:

Tracts 69 end 70 "PLAT OF CHEASTYS BIG LAKE TRACTS, SKAGIT COUNTY,
WASHINGTON,"as ‘per plat recorded in Volume 4 of Plats, page 49, records of Skagit
County, Washmgton.

Situate in the County of Skag:t State of Washmgton
PARCEL "B"

Shorelands of the“_eeeondf_"‘elqss lying in front of, adjacent to or abutting Tracts 69 and 70,
"PLAT OF CHEASTYS BIG LAKE TRACTS, SKAGIT COUNTY, WASHINGTON," as per plat
recorded in Volume"4:of Plats page 49, records of Skagit County, Washington.

Situate in the County of Skaglt State of Washington

The Real Property or its address is commonly known as 17360 Lake View Blvd, Mount
Vernon, WA 98273. The _._Re__al Prop__erty tax identification number is 3882-000-070-0002
(P64468). '

REVOL.VING LINE OF CREDIT, This Deed of Trust sécures the Indebtedness including, without limitation, a revolving
line of credit,with a variable rate of interest,: which obligates Lender to make advances to Borrower up to the credit
limit so long as Borrower complies with all the terms of the Credit Agreement and the line of credit has not been
terminated, suspended or cancelled; the Credit’Agreement allows negative amortization. Such advances may be
made, repaid, and remade from time to time, subject to.the limitation that the total outstanding balance owing at any
one time, not including tinance charges on such balance at a fixed or variable rate or sum as provided in the Credit
Agreement, any temporary overages, other charfles; and any amounts expended or advanced as provided in either the
Indebtedness paragraph or this paragraph, shall not'gxceed the Credit Limit as provided in the Credit Agreement. It is
the Intention of Grantor and Lender that this Deed of Trust secures the balance cutstanding under the Credit
Agreement from time to time from zero up to the Credit Limjt'as provided in the Credit Agreement and any
intermediate balance. Funds may be advanced by Lender, repaid; and subsequently reacdvanced. The unpaid balance
of the revolving line of credit may at certain times ba lower than the amount shown or zero, A zero balance does not
terminate the line of credit or terminate Lender’s ohligation 1o advance funds to Borrower. Therefore, the lien of this
Deed of Trust will remain in full force and effect notwnhstandmg any zero balance.

Grantor hereby assigns as security to Lender, all of Grantor's right,“tille, and interest in and to all leases, Rents, and profits of
the Property. This assignment is recorded in accordance with ACW 65.08.070; theien created by this assignment is intended
to be specific, perfected and choate upon the recording of this Deed of Trust. .kender grants to Grantor a license to collect
the Rents and profits, which license may be revoked at Lender’s gption and shall be automatzcally revoked upon acgceleration
of all or part of the Indebtedness.

THIS DEED OF TRUST, INCLUDING 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 EACH OF GRANTOR'S AGREEMENTS AND OBLIGATIONS ‘UNDER THE CREDIT AGREEMENT,

THE RELATED DOCUMENTS, AND THIS DEED OF TRUST. THIS DEED OF TRUST IS'GIVEN AND ACCEPTED ON THE
FOLLOWING TERMS:

GRANTCR'S REPRESENTATIONS AND WARRANTIES., Grantor warrants that' (a) thi's Deed of Trust is executed at
Borrower's reguest and not at the request of Lender; (b) Grantor has the full power, right, and aethority to enter into this
Deed of Trust and to hypothecate the Property; (c) the provisions of this Deed of Tfist.do not conflict with, or result in a
default under any agreement or other instrument binding upon Grantor and do not restlt-in a viclation of any law, regulation,
court decree or order applicable to Grantor; (d) Grantor has established adequate means ef obtaining from Borrower on a
continuing basis information about Borrower's financial condition; and (g) Lender has made no representatlon to Grantor
about Borrower (including without limitation the creditworthiness of Borrower). .

GRANTOR'S WAIVERS. Grantor waives all rights or defenses arising by reason ¢f any “on_e "action""'f)r 'f_anti-deﬁciency“ law,
or any other law which may prevenl Lender from bringing any action against Grantor. including. a-elaim.for deficiency to the

extent Lender is otherwise entitled to a claim for deficiency, before or after Lender's commencement or,; complehon of any
foreciosure action, either judicially or by exercise of a power of sale.

PAYMENT AND PERFORMANCE. Except as otherwise provided in this Deed of Trust, Borrowet and Grantor sha[l pay to
Lender all Indebtedness secured by this Deed of Trust as it becomes due, and Borrower and Grantor; shali stnc:tly perform all
their respective obligations under the Credit Agreement, this Deed of Trust, and the Related Documents:+

POSSESSICN AND MAINTENANCE OF THE PROPERTY. Borrower and Grantor agree that Borrower‘s and Grantors
possession and use of the Property shall be governed by the following provisions:

Possession and Use. Until the occurrence of an Event of Default, Grantor may (1) remain in possessnon and control ‘of

the Property; {2) use, operate or manage the Property; and (3) collect the Rents from the Property (this prrwlege is a

license from Lender to Grantor automatically revoked upon default). The following provisions relate to the ‘use of the”
Property or to other limitations on the Property. The Real Property is not used principally for agricultural purposes

Duty to Maintain. Grantor shail maintain the Property in good condition and pramplly perform all repairs, replacements i oF
and maintenance necessary to preserve its value. S

Compliance With Environmental Laws. Grantor represents and warrants to Lender that: (1} During the period?qf-'“
Grantor's ownership of the Properly, there has been no use, generation, manufacture, storage, freatment, dispogal, .
release or threatened release of any Hazardous Substance by any person on, under, about or from the Property; {2)°
Grantor has nc knowledge of, or reason to believe that there has been, except as previously disclosed to and
acknowledged by Lerder in writing, (&) any breach or violation of any Environmental Laws, (b) any use, generation,
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g manufacture storage, treatment, disposal, release or threatened release of any Hazardous Substance on, under, about
¢ oFor.fiom the Property by any prior owners or occupants of the Propertty, or {c} any actual or threatened litigation or
elaimsof any kind by any person relating to such matters; and (3) Except as previously disclosed to and acknowledged
© by'Lender.in® “writing, {a) neither Grantor nor any tenant, contractor, agent or other authorized user of the Property shall
ises 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 applicable federal, state, and local laws,
‘regulations -and erdinances, including without limitation all Environmental Laws. Grantor authorizes Lender and its
agents to’ enter upon the Property to make such inspections and tests, at Granfor's expense, as Lender may deem
appropfiate-to détermine compliance of the Property with this section of the Deed of Trust, Any inspections or tests
madée by Lender stiall-be for Lender's purposes only and shall not be construed 1o create any responsibility or liability on
the part of Lender toGrantor or to any other perscn. The representations and warranties contained herein are based on
Grantor’s dué diigencein investigating the Property for Hazardous Substances. Grantor hereby (1) releases and
waives any future glaims against Lender for indemnity or contribution in the event Grantor becomes liable for cleanup or
other costs under any.-sucti-laws; and (2) agrees to indemnify and hold harmless Lender agalnst any and all claims,
losses, liabilities, damagés, penalies, and expenses which Lender may directly or indirectly sustain or suffer resulting
from a breach of this. section of the Deed of Trust or as a conseguence of any use, generation, manufaciure, storage,
disposai, reiease or ‘hreatensg release occurring prior 1o Grantor's ownership or interest in the Property, whether or not
ihe same was dr'should. have been known to Grantor. The provisions of this section of the Deed of Trust, including the
abligation to indemnify, shall stirvive the payment of the Indebtedness and the satisfaction and reconveyance of the lien
of this Deed of Trust and shal' not be affected by Lender's acquisition of any intersst in the Property, whether by
fareclosure or othenwse -

Nuisance, Waste. Grantor shglJ ot cause conduct or permit any nuisance nor commit, permit, or suffer any stripping of
ar waste on or to the Propariy er any partibn of the Property. Without limiting the generality of the foregoing, Grantor will
not remove, or grant to any Sther party the right to remove, any timber, minerals (including oil and gas), coal, clay,
scoria, soil, gravel or rock producta withogt Lender s prior written consent.

Removal of Improvements.- (:rdni__or sh_aﬂ net demolish or remove any Improvements from the Real Property without
Lender's pricr written consant. “As+a cordition to the removal of any Improvements, Lender may require Grantor to make
arrangements satisfactory to Lender, 10 replace such Impravements with Improvements of at least equal value.

Lender’'s Right to Enter. Lenc r,r and Lendere agents and representatives may enter upon the Real Property at alt
reasonable times to altena to LE‘HdeI’S interests ‘and 1o inspect the Real Property for purposes of Grantor's compliance
with the terms and corditions of this Deed-of _I_'rust_

Compliance with Governmental Requirements: Grantor shall promptly comply, and shall promptly cause compliance
by ail agents, tenants or cther persons or enfitigs of every nature whatsoever wha rent, lease or otherwise use or occupy
the Property in any manner, with all laws, ‘ordinangés, and regulations, now or hereafter in effect, of all governmental
authorities applicable to the use or ocoupancy.of the Property, Grantor may contest in good faith any such law,
ardinance, or regulation and withhold compliafice-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, Lender's interests in the
Property are nct jeopardized. Lender may requ:re_Gramor to post adequate security or a surety bond, reasonably
satisfactory to Lender, to protect Lender’s interest. - °

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

DUE ON SALE - CONSENT BY LENDER. lender may, at Lenders optton (A) declare immediately due and payable all
sums secured by this Deed of Trust or (B} increase the interest: rate pravided for in the Credit Agreement or other document
evidencing the Indebtedness and impose such other conditions as Lenddr deems: appropnate upon the sale aor transfer,
without Lender's prior written ccnsent, of all or any part of the Real Property. oriahy inferest in the Real Property. A “sale or
transfer” means the conveyance of Real Property or any right, tifle or interest’in the Real Property; whether legal, beneficial or
equitable; whether voluntary or involuntary; whether by outright sale, dedd,/installment sale contract, fand contract, contract
for deed, leasehold interest with a term greater than three {3) years, lease-aption confratt, or by sale, assignment, or transfer
of any beneficial interest in or to any land trust holding title to the Real Property, orby dny other method of conveyance of an
interest in the Real Property. Howevar, this option shall not be exercised by Lender 1! _such exerase is prohibited by federal
law or by Washinglon law.

TAXES AND LIENS. The following provisions relating to the taxes and liens on the Preperty are pan of this Deed of Trust:

Payment. Grantor shall pay when due {and in all events prior to del mquency) ali taxes,, spec1al taxes, assessments,
charges (including water and sewer), fines and impositions fevied against or an‘account of the Property, and shall pay
when due all claims for work done on or for services rendered or material furnished to the Property. Grantor shall
maintain the Property free of all iens having priority over or egual to the interest of Lenter-Under this Deed of Trust,
except for the lien of laxes and assessments not due, except for the Existing Indebtedness referred To below and except
as cinerwise provided in tis Decd of Trust. _. ;

Right to Contest. Grantcr may withhold payment of any tax. assessment, or clalm i connection with a good faith
dispute over the obligation to pay. so long as Lender's imerest in the Property is not jeopardlzed If-a lien arises or is
filed as a result of nonpayment, Grantor shall within fifteen (15) days after the lien arises oryifa lien’is.filed, within fifteen
(18) 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 1o Lender.in an amount sufficient to
discharge the fien plus any costs and attorneys’ fees, ar other charges that could accrue as atestlt-of-a foreclosure or
sale under the lien. in any contest, Grantor shali defend itself and Lender and shall satisfy any adverse judgment before
enforcement against the Froperty, Grantor shall name Lender as an additional obligee under any surety bond fumrshed

in the contest proceedings.

Evidence of Payment. Grantor shall upon demand fumish to Lender satisfactory evidence of payrnent of the taxes OJ'
assessments and shall authorize the appropriate governmental official to deliver to Lender at any time a wrltten staiement .
of the taxes and assessments against the Property. 3

Notice of Construction. Grartor shall notify Lender at least fifteen (15} days before any work is co’mrﬁenced, 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: fumlsh 1o
Lender advance assurances satisfactory to Lender that Grantor can and wili 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. ;

Maintenance of Insurance. Grantor shall procure and maintain policies of fire insurance with standard extended;rf"
coverage endersements cn a replacement basis for the full insurable value covering all Improvements on the Real
Property in an amount sufficient to avoid application of any coinsurance clause, and with a standard mortgagee clause in
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: favor of Lender, together with such other hazard and liability insurance as Lender may reasonably require. Policies shall
§ beswritten in form, amounts, coverages and basis reasonably acceptable to Lender and issued by a company or
~€ompaniés reasonably acceptable 1o Lender. Grantor, upon request of Lender, will deliver to Lender from time to time
< the policies or certificates of insurance in form satisfactory to Lender, including stiputations that coverages will not be
gancelled or diminished withcut at least ten (10) days prior written notice to Lender. Each insurance policy also shall
Anchude an endorsement providing that coverage in favor of Lender will not be impaired in any way by any act, omission
‘or.default of Grantor or any other person. The Real Property is or will be located in an area designated by the Director of
the. Federal Emergency Management Agency as a special flood hazard area. Grantor agrees to obtain and maintain
Federal Flodd Indurance, if availabla, for the maximum ameount of your credit fine and the full unpald principal balance of
any prier liens‘on-the property securing the ioan, up 1o the maximum policy limits set under the National Flood insurance
Program, of as itherwise required by Lender, and to maintain such insurance for the term of the loan.

Application of Praceeds. Grantor shall promptly notify Lender of any loss or damage to the Property. Lender may
make proof of Iuss if Grdntor fails to do so within fifteen (15} days of the casualty. Whether or not Lender's security is
impaired, Lender mays at.Lender's elaction, receive and retain the proceeds of any insurance and apply the proceeds to

the reduction of thé Indcbtedness, payment of any lien affecting the Property, or the restoration and repair.of the

Property. If Lender glects to- apply the proceeds to restoration and repair, Grantor shall repair or replace the damaged or

destroyed Imgfovemerts™in a thanner satisfactory to Lender. Lender shall, upon satisfactory proof of such expenditure,

pay of reimbursé Grantar-from-the proceeds for the reascnable cost of repair or restoration if Grantor is not in default
under this Deed of Truo,t Any proceeds which hava not peen disbursed within 180 days after their receipt and whlch

Lender under this Deedict Trust théh o pay accrued |nterest and the remainder, if any, shall be applied to the principal

palance of the Indebtedniss,: If Lender holds any proceeds after payment in full of the Indebtedness, such praceeds

shall be paid without interest e Grantor as Grantor's interests may appear.

Compliance with Exlst]ng Indebtedness During the pericd in which any Existing Indebtedness described below Is in
effect, compliance with the insurance provisjons contained in the instrument evidenging such Existing Indebtedness shall
constitute compliance with te istrance provisions under this Deed of Trust, to the extent compliance with the terms of
this Deed of Trust would conslitute’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 pertion of the
proceeds not payable to the holder of the Existing"lﬁdebtedness.

LENDER'S EXPENDITURES. {f Grantor® fails : (A} o keep the Property free of all taxes, liens, security interests,
encumbrances, and other claims, (B) to prawde Any required insurance on the Property, (C) to make repairs to the
Property or to comply with any obligation to maintair Existing Indebtsdness in good standing as required below, then Lender
may do so. If any action or proceeding is commenged that"wiguld materially affect Lender's interests in the Property, then
Lender on Grantor's behalf may, but is not required to, fake-any action that Lender believes to be appropriate to protect
Lender's interests. Al expenses incurred of padiby kendar for such purposes will then bear interest at the rate charged
under the Credit Agreement from the date incurred cr-paig'by Lender to the date of repayment by Grartor. All such expenses
will hecome a part of the Indebtedness and, at Lendef's option, will (A) be payable on demand; (B} be added to the
balance of the Credit Agreement and be apportioned ampng ancd be payable with any installment payments tc become due
during either (1} the term of any apgicable insurance policy; or (2] ihe remaining term of the Credit Agreement; or (C) be
treated as a balloon payment which will be due and payable at the CreditAgresment’s maturity. The Deed of Trust also will
secure pavment of these amounts. The rights provided for in this paragraph shall be in addition fo any other rights or any
rernedies io which Lender may be entiled on account of any defadit. Any. sach action by Lender shall not be construed as
curing the default so as to bar Lender from any remedy that it otherw:se would have had.

WARBANTY; DEFENSE QF TITLE. The foliewing provisions re!atlng o ownershlp of the Property are a part of this Deed of
Trust: R

Title. Grantor warrants that: (a) Grantor holds good and marketabie title of régerd to the Property in fee simple, free
and clear of all liens and encumbrances other than those set forth in thé Reéal Property description or in the Existing
Indebtedness section below or in any title insurance policy, title feport, or final-title opinion issued in favor of, and
accepted by, Lender in connection with this Ceea of Trust, and (b) Grantor hds fhe full right, power, and authority to
execute and deliver this Deed of Trust fo Lender. 5 S

Defense of Title. Subject to the exception in the paragraph above, Grahtor warrants=angd will forever defend the title to
the Froperly against the lawful claims of all persons. In the event any action or proceeding-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 te the neminal parly in such proceeding, but Lender shall bé entitied to participate in the
proceeding and to be represented in the proceeding by counsel of Lender's own choice, and Grantor will deliver, or
cause o be delivered, to Lender such instruments as Lender may request from tlme to time- to permlt such participation.

Compliance With Laws. Granior warrants that the Property and Grantor's use- o the Proper’ry complles with all existing
applicable laws, ordinances, and regulations of governmental authorities.

Survival of Promises. All promises, agreements, and statements Grantor has made in‘this Deed of Trust shall survive
he execution and delivery of this Deed of Trust, shail be continuing in nature and shall: remam in: full Jforce and effect until
such fime as Borrower's Indebledness is paid in full.

EXISTING INDEBTEDNESS. The foltowing provisions concerning Existing Indebtedness are & part of this Deed of Trust:

Exisling Lien. The lien of tnis Deed of Trust securing the Indebtedness may be secondary and lI’]fBl’lOI’ ta an existing
lien. Grantor expressly covenants and agrees to pay, or see to tha payment of, the Existing Inclebtedness and to prevent
any default on such indebiedness, any default under the instruments aevidencing such lndebtedness or any ‘default
under any security documents or such indebtedness. o .

No Modification, Grantor shall not enter into any agreement with the holder of any mortgage, deed of trust, or other
security agreement which has priority over this Deed of Trust by which thal agreement is modified, amended; extended,
or rerewed without the prior written consent of Lender. Grantor shail neither request nor accept any fuiure advances

under any such security agreentent without the prior written consent of Lender. : i

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

Proceedings. If any proceesing in condemnation is filed, Grantor shall promptly notify Lender in writing, and Grantor E
shall promptly take such steps as may be necessary to defcrd the action and obtain the award. Grantor rnay he the C
neminal party in such proceeding, but Lender shall be entitled to participate in the proceeding and to be represented-n & 7
the proceeding by counse! of its own choice all at Granter's expense, and Grantor will deliver or cause 1o be delivered to © |
Lender such insfruments and documentation as may be reguested by Lender from time to time to permit such
participation.

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 lieu of condemnaiion, Lender may at its election require that all or any portion of the net
proceeds of the award be applied fo the Indebtedness or the repair or restoration of the Property. The net proceeds of
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e award shafl mean the aware! after payment of all reasconable costs, expenses, and attomeys’ fees incurred by Trustee
" Lender in connection with the condemnation.

-IMPOS!ﬂON OF TAXES, FEES AND CHARGES BY GOVERNNMENTAL AUTHORITIES. The following provisions relating to
gavernmgmai tax_es. fees and charges are a part of this Deed of Trust:

iCuirrent Taxes, Fees and Charges. Upon request by Lendar, Grantor shall execute such documents in addition 10 this
‘Deed of Trustand take whalever other action is requested by Lender to perfect and continue Lender’s lien on the Real
Property,” Gfantgr shall reimburse Lender for all taxes, as described below, together with all expenses incurred in
recerding, perfesting, or continving this Deed of Trust, including without limitation ali taxes, fees, documentary stamps,
and'othef charges"for recording or registering this Deed of Trust.

Taxes. The followmg 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 secured by this Deed of Trust; (2) a specific tax on Borrower which
Barrower is autherized of .equ\red to deduct from payments on the Indebiedness secured Dy this type of Deed of Trust;
{3) a tax on this typa of Dead of Trust chargeable against the Lender or the holder of the Credit Agreement; and {4) a
specific tax on all or any pomon of the Indebtedness or en payments of principal and interast made by Borrower.

Subsequent Taxes: If any tax to which this section appiies is enacted subseguent to the date of this Deed of Trust, this

event shall havethe same:sflectas an Event of Default, and Lender may exercise any or ali of its available remedies for
an Event of Default as provigdiid Lelow unless Grantor either (1) pays the tax before it becomes delinguent, or (2)

contests the tax as provided .dbove in the Taxes and Liens section and deposits with Lender cash or a sufficient
corperate surety bond or-Gthet sesurity, satisfaciory to Lender.

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

Security Agreement, This ins‘rument: shal\ constitute a Security Agresment 1o the extent any of the Property constitutes
fixtures, and Lender shall have 1II of the rsghts of a secured party under the Uniform Commercial Code as amended from
time 1o time. .

Security Interest. Upon reque:éi 'by_.Lér}d'ér, Grantor shall :ake whatever action is requested by Lender to perfect and
contirue Lenders security interost: “in the Persopal Property. In addition to reccrding this Deed of Trust in the real
preperty records, Lender may, atapy time.and withoul further authorization from Grantor, file executed counterparts,
coples or reproductions of this Deed ofTrust as’a financing statement. Grantor shall reimburse Lender for all expenses
incurred in perfecting or continuing this. sectrity interest.  Ugon default, Grantor shall not remove, sever or detach the
Personal Property from the Property.  Upan defdult, Grantor shall assemble any Personal Property not affixed to the

Property in a manner and at a piace reasonably donveniént: ‘o Grantor and Lender and make it available to Lender within
three (3) days afler receipt of written demand frem Lenderto the extent permitted by applicable law.

Addresses. The mailing addresses of Grantor {dém@f} and Lender {secured party) from which information concerning
fhe security intarest granted by this Deed of Trdst may be obtained (each as reguired by the Uniform Commercial Code)
are as stated on the first page of this Deed of Tfust.

FURTHER ASSURANCES; ATTORNEY-IN-FACT. Ihe following | provisions relaling to further assurances and
attorney-in-fact are a part of this Daed of Trust: R R

Further Assurances. Al any tme, and from fime o time, wpon request of Lender, Grantor will make, execute and
deliver, or will cause to be made. executed or delivered, to"Lender or to Lender's dasignee, and when requested by

Lender, cause to be filed, recorded, refiled, or rerecorded, as‘the case rhay be, at such times and in such offices and
places as Lender may dewm appropriate, any and all .stch mortgages, deeds of trust, security deeds, security
agreements, financing statements, continuation statements, nstruments of further assurance, certificates, and other
documents as may, in the sole cpinion of Lender, be necessary or.desirablé"in crder to effectuate, complete, perfect,

continue, of presarve (1) Borower's and Grantor's obligations under:the Cradit’ Agreemnent, this Deed of Trust, and the
Related Documents, and (2) the liens and security interests created by this Deed'of Trust on the Property, whether now
awnaed or hereafter acquired by Grantor. Unless prohibited by law or Lender agrees to the contrary In writing, Grantor

shall reimburse Lender for all cosis and expenses incurred in connecnon with the matters referred 1o in this paragraph.

Attoerney-in-Faet. f Grantor fails to do any of the things referred to in the_ prqudm_g_p_aragraph, Lender may do so for
and in the name of Grantor and at Grantor's expense. For such purposes, Grantor hereby revocably appoints Lender
gs Grantor's attorney-in-fact for the purpose of making, executing, delivering, filing, recSiding, and daing all other things
as may be necessary ¢r desirabig, in Lender's sole opinion, to accomplishs th(, matters referred to in the preceding
paragraph. .

FULL PERFORMANCE, If Borrower and Granter pay all the Indebledness when duP termmates thé-credit line account, and
Grantor ohherwise performs ali the ouvligations imposed upon Granfor under this Deed” of Trust; Lerider shall execute and

deliver 1o Trustee a request for full reconveyance and shall execuie and deliver to Grantot suitable statements of termination
of any financing statement an fie evidencing Lender's security interest in the Rents and the Personal Property. Any
reconveyance fae shall be peid by Granter, it permitted by applicable law. The grantge, in any regconveyance may be
described as the "person or persens legally entitied thereto”, and the recitals in the reconveyance of any matters or facts shall
be conclusive proof of the truthftiness of any such matters or facts. S :

EVENMTS QF DEFAULT. Grantor will be in default under this Deed of Trust it any of the fc:d}owmg happen (A} Grantor
commits fraud or makes a material misrepresentation at any fime in connection with the Credit Agreement.: This can include,
for example. a false statement abaut Borrewer's or Grantor's income, assets, liabilities, or any olhet aspects of Borrower's or
Granior's financial condition. {B) Borrower does not meet the repayment terms of the Credit Agreement.<{C).- Grantor's
action or inaction adversely affects the collateral or Lender's rights in the eollateral. This can include, for example, failure to
maintain required insurance, waste or destructive use of the dwelling, failure o pay laxes, death of all persoris liable en the
account, transfer of title or sale of the dweling, creation of a senior lien on the dweling without Lenders permnsston
foreciosure by the holder of another lien, or the use of funds ar the dwelling for prohibited purposes. . .

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

Election of Remedies. All of Lender's rights and remedies wil' be cumulative and may be exercised alone or logether,--
An election by Lender to cnoose any one remedy will nct bar Lender from using any other remedy. If Lender decides 10 - -
spend money or to perform any of Grantor's obligations under this Deed of Trust, after Grantor's failure to do so; tha '
decision by Lender will not affect Lender’s right 1o declare Grantor in default and to exercise Lender's remedies. ..~

Accelerate Indebledness. Lender shall have the right at fis option o declare the entire indebtedness |mmed|ately due S .
and payable. :

Foreclosure. With respect 1o all or any part of the Real Property, the Trustee shall have the right to exercise its powé.r o.f-""
sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by judicial foreclosure, in either

case 'n accordance with and t¢ the full extent provided by applicable law.
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D UCC Remedies. With respest to all or any part of the Personal Property, Lender shall have all the rights and remedies of
iy .--'"a securcd party under the Uniform Commercial Code.

Colfect Hems Lender shall have the right, without notice to Borrower or Grantor to take possession of and manage the
Property and‘collect the Rents, inciuding amounts past due and unpaid, and apply the net proceeds, over and above
Lendar's costs, against the Indebiedness. In furtherance of this right, Lender may require any tenant or other user of the
:Property to indke payments of rent or use fees directly fo Lender. If the Rents are collected by Lender, then Grantor
'arrevocably dosngnatt,s Lender as Grantor's attorney-in-fact to endorse instruments received in payment thereof in the
name.of-Granter-dnd to negoliate the same and coliect the proceeds. Payments by tenants or other users to Lender in
response-o Lefider’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 undes this subparagraph either in person, by agent, or
through a‘teceiver.

Appoint.Receiver: |.ender shall nave the right to have a receiver appointed to take possession of all or any part of the
Property, with the*power 1o prolect and preserve the Property, to operate the Property preceding or pending foreclosure

or sale, and to collect the Bents from the Property and apply the procgeds, over and above the cost of the receivership,
against the Indebtédness. Tna receiver may serve without bond if permitted by law. Lender's right to the appointment

of a receiver shall-éxist whethdr or not the apparent value of the Properly excesds ihe indebledness by a substantial
amount. Employment by Lpr\do s,["ail not disqualify a person frem serving as a receiver.

Tenancy at Sufferance. i &rantd remains in DOS&ESSiOﬂ of the Property after the Property is sold as provided above or
Lender otherwise pecomis ertingd fo possession of the Property upon  defauit of Grantor, Granter shall become a
lerant al sufferance of Lenderor the, purchaser of the Property and shall, at Lenders option, either (1) pay a

reasonable rental for the e, of the Preperty or (2} vacate the Froperty immedialely upon the demand of Lender,

Other Remedies. Trusiceor, Lender shalf have any other right or remedy provided in this Deed of Trust or the Credit
Agreement or by law P

Notice of Sale. lender sh'(z. _Gramor reasonable netice of the time and place of any public sale of the Personal
Property or of the time aker which_any pnvate ‘'sale or other intended dispesition of the Personal Property is to be made.
Roeasonable notice shall mean noln,e given”at least ten (10) days before the time of the sale or disposition. Any sale of

the Personal Property may bz rmde in con;unotlon with any sale of the Real Property.

Sale of the Property. To the extent permiﬁed by appllcable law, Borrower and Granior hereby waives any and all rights
lo have the Property marshalled. Ingxercisin its rights and remedies, the Trustee or Lender shall be free to sell all or
any part of the Property logsther or separateiy in: one sale or by separate sales. Lender shall be entitted to bid at any
public sale on alf or any portion of the Property a

Attorneys’ Fees; Expenses. !f Lender |nst|tutes any suzt or action to enforce any of the terms of this Deed of Trust,
Lender shall be c.nt\?ked o yecever such sumdas e court may adjudge reasonable as ativineys' fees at trial and upon
any appeal. Whether or not any court action’is, involved, and to the extent not prohibited by law, all reascnable
expenses Lender incurs that in Lender’s opinion are necessary at any time for the protection of its interest or the
enforcement of its rights shall become a part of the Indebtedness payable on demand and shall bear interest at the
Credit Agreement rate from the diate of the expenditure uniil repaid. Expenses covered by this paragraph include,
without limitation, however subject to any limits under applicable Taw, Lender's attormeys’ fees and Lender's legal
expenses, whether or not “hare is a lawsult, including attorn@ys’ fees and expenses for bankruplcy proceedings
{inctuding eftorts to modity or vacate any automatic stay opinjunction), appeals, and any anticipated post-judgment
collection services, the cost of searching records, obtairing fitle reports (including foreclosure reports), surveyors’
reports, and appra»sa\ fees, lile insurance, and fecs for the Jrustee, to the extent permitted by applicable law. Grantor
also will pay any court costs, in addition fo al other sums provided by-iaw.

Rights of Trustee. Trusice shali have all of the rights and d&ties 'of Le"hdef"aé"‘set forth in this section.

POWERS AND OBLIGATIONS OF TRUSTEE. The following prw«s'.ons re!atmg 0 the powers and obligations of Trusiee
(pursuant to Lender's instructions) are pert of this Deed of Trust:

Powers of Trustee. In addiion ta all powers of Trustee arising as a matter of _,aw, Trustee shall have the power to take
the fellowing actions wih respect io the Property upon the wiilten régdest of.Eender and Grantor: (@) Join in preparing
and filing a map or plat cf tha Roear Property, including the dedication ‘of ‘streets or etiver-rights to the public; (b} join in
granting any easemna At or creating any restriction on the Real Propenty;-dnd ~{c) join i any subordination or other
agreement afecting this Dee:l of Trust or the interast of Lender under this Deeg of Arust. s

Obligations to Notify. Trustee shall not be obligated 19 notify any other party: of a pendmg sale under any other trust
deed or iien, or of any actica or proceeding in which Grantor, Lender, or Trustee shaH be'a party, unless required by
applicable faw. or un'ess the action of proceeding is brought by Trustee.

Trustee. Trustee shall meet all qualifications required for Trustee under applicable'l'aw‘.:-” In:‘a’ddition to the rights and
remedies set forth above, with respect to all or any part of the Property, the Trustee shall Have the right to foreclose by
notice and sale, and Lender will have the right to toreclose by judicial foreclosure, in eﬂher case in- accordance with and
to the full extent provided by applicable law. ¢

Successor Trustee. Lender, at Lender's option, may from time to time appoint a supc'es'éor Trus;té’e o any Trustee
appointed under this Deed of Trust by an instrument executed and acknowledged by Lender dnd recorded in the office
of the recorder of Skagil Counly, State of Washington. The instrument shall contain, in addition. 4o all cther matters
required by state law, the names of the original Lender, Trustee, and Grantor, the book and-pagé or fhe Auditor's File
Number where this Deed ot Trust is recorded, and the name and address of the successor trustee, and: the instrument
shall be executed and acknowledged by Lendar or iis successors in interest. The successor trustee, without’ conveyance
of the Property, shall succeed to all the title, power, and duties conferred upon the Trustee in this, Deed of Trlst and by
applicable law. This precedure for substitution of Trustee shali govern to the exclusion of all other prOVISIOr'IS tor
substitution. L “

NQTICES. Subject {0 applicable law, and except for notice required or allowed by law to be given in anolher manner any
notice required 1o be given under this Deed of Trust, including without limitation any notice of default and arly naticeof sale”
shall be given in writing, and shal ce effective when aclually delivered, when actually received by telefacsimile (urless
otherwise required by law), when deposiled with a rationally recognized overnight courier, or, if mailed, when deposited in:
the United States mall, as first class. cenified or registered mail postage prepaid, divected 1o the addresses shown:near-the
beginning of this Deed of Trust. Al copies of notices of foreclosure from the holder of any lien which has pricrity cver this” ;
Deed of Trust shall be sent to Lender’s address, as shown near the beginning of this Deed of Trust. Any person may change o
his or her address for notices undar tiis Deed of Trust by gwmg formal written notice to the other person of persons,
specifying that the purpose of the noucn is to change the pnerson's address. For nofice purposes, Grantor agrees to keep .«
Lender informed at ail times of Granor’s current address.  Subject lo applicable law, and except for notice required.or .~
allowed by law to be given in another renner, if there is more ihan one Grantor, any notice given by Lender to any Grantoris”
deemed to be notice given to al Grantors. It will be Grantor's responsibility to tell the others of the notice from Lender,

1
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MISCELLANEOUS PROVISIONS. Thne following miscellaneous provisions are a part of this Deed of Trust:

Amendments What is written in this Deed of Trust and in the Related Documents is Grantor's enlire agreement with
Lendef conepming the matiers covered by this Deed of Trust. To be sffective, any change or amendment 1o tis Deed
of Trust must be in wriling and must be signed by whoever will be bound or obligated by the change or amendment,

: _abtlon Headlngs. Caption headings in this Deed of Trust are for convenience purposes only and are not ta be used to
“interpret or.define the provisions of this Deed of Trust,

N]erger Ther? eha Il oe no merge: of the interest or estate created by this Deed of Trust with any other interest or estate
inthe Proped\; at any time held by of 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 and, to the extent not
preempted., by federal Jaw, the laws of the State of Washington without regard to its conflicts of law provisions.
This Deed of Trust has been accepted by Lender in the State of Washington.

Choice of Venue, ilshere .2 lawsuit, Grantor agrees upen Lender's request to submit to the jurisdiction of the courts of
Pierce County, Stats (_-Washm’gt‘on.

Joint and Soveral. L|ab:my +All obligations of Borrower and Grantor under this Deed of Trust shall be joint and several,
and all references to Granior shdll mean each and every Grantor, and all references to Borrower shall mean each and
every Borrowsr. This mean 8 AR al. «cach Borrower and Grantor signing below is responsible for all obhgahcns in this Deed
of Trust. 7

No Waiver by Lender: Grantc' understands Lendar will nat give up any of Lender's rights under this Deed of Trust
unless Lender doss so in writingThe fact that Lender delays or omits to exercise any right will not mean that Lender
has given up that right. If Lendgr does agree in writing to give up one of Lender’s rights, that does not mean Grantor will

not have to comply with the other provisiops of this Deed of Trust. Grantor alse understands that if Lender does consent
to a request, that does not maar that Grantor, will not have to get Lender’s consent again if the situation happens again.

Grantor further understands ‘that just because Lender consents to one or more of Grantor's requests, that does not mean
Lender will be required ic consent to Any. of Grantor's future requests. Grantor waives presentment, demand for
payment, protest, and notice of GIShOHOI’ K

Severability. If a court finds that any Brovisign-of this Deed of Trust is not valid or should not be enforced, that fact by
fiself will not mean hat the rest of this Deedof Trust, ‘will not be valid or enforced. Therefore, a court wilt enforce the rest
of the provisions of this Deed of Trust even A a provision of this Deed of Trust may be found to be invalid or
unenforceable. ;

Successors and Assigns. Subiject to any !imitéﬁons stated in this Deed of Trust on transfer of Grantor's interest, this
Deed of Trust shall be birding upon and inure t6 the bengfit of the parties, their successors and assigns. If ownership of

tha Progerty becomes vested in a person othér than Grantor, Lender, without notice to Grantor, may deal with Grantor's

successors with reference to this Deed of Tuwisl and the Indebtedness by way of forbearance or extension without
releasing Grantor from the oiligatons of this Deed'of Trust or liability under the indebtedness.

Time is of the Essence. Time is of the essence 'm"‘ihe performance of this Deed of Trust.

Waive Jury. All parties to this Deed of Trust hereby waive the rrght to any jury trial in any action, proceeding, or
counterclaim brought by any party against any other party. - .

Waijver of Homestead Exemption. Grantor hereby relnases and waives all rights and benefits of the homestead
exemption laws of the State of Washingten as to all Indeblgdness secu[ed_ by this Deed of Trust.

DEFINITIONS. The tollowing words shal! have the following meani'ngs whe:'ri used in this Deed of Trust:
Beneficiary. The word "Bensficiary” means Horizon Bank, and lts successors and assigns.

Borrower. The word "Horrower” means P Stevern Harmon and Jewell R Harmon Trustees of P Steven and Jewell R
Harmen  Trust under the provisions of a trust agreement, P Stevén Harmon,: Individually and Jewell R Harmon,
lndwrdually and includes all co-signers and co-makers signing the Credlt Agreement and all their successors and
assigns. ;

Credit Agreement. The woras 'Credit Agreement” mean the credlt agreamg—mt dated -August 8, 2006, with credit
limit o? $200,000.00 from Borrower lo Lender, together with afl enewals of, éxtensions of, modifications of,
refinancings of, consolidations of, and substitutions for the promissory note or a,greement NOTICE TO GRANTOR: THE
CREDIT AGREEMENT CONTAINS A VARIABLE INTEREST RATE. ;

Deed of Trust. The words "Deed of Trust' mean this Deed of Trust among Grantor Lender and Trustee, and includes
without limitation all assignmeant and security interest provisions relating to the F‘ersonal Property and Rents.

Environmental Laws. The werds "Environmental Laws" maan any and all stale; federat ‘and local statutes, regulations
and ordinances relating to the protection of human health or the environment, mcludlng without limitation the

Comprehensive Environmental Response, Compensation, and Liability Act of 1980, ag” amended, 42 L.8.C. Section
8601, &t seq. ("CERCLAY), the Superfund Amendments and Reauthorization Act of 1986, Pub_ . NO. 99-499 ("SAHA"),
the Hazardous Matesials Transportation Act, 49 U.5.C. Section 1801, ef seq., the Resgurce.Conservation and Recovery
Act, 42 U.B.C. Section 6Y01, at seq., or other applicable state or federal laws, rules, or,regulationg adopted pursuant

thereta. IS
Event of Detault. The words "Event of Default’ mean any of the events of default set farth.in _thié.-D‘eéd_‘Qt Trust in the
events of default section of inis Deed of Trust. A

Existing Indebtedness. The words "Existing Indebtedness” mean the indebtedness describe"id in...th‘ék_-Exisfing_:.__Liens
provisicn of this Deed of Trust. A

Grantor, The word "Grantor” means P Steven Harmon and Jewell B Harmen, Trusiees of P Steven and Jewell R
Harmon Trust undor the provisicns of a trust agreement. .

Hazardous Substances. The words "Hazardous Substances' mean materials thal, because bf ‘tﬁeur '-'qﬁantity.
concentration or physical chemical or infectious characteristics, may cause or pose a present or poténtial hazard to .+
human health or the envircnment when impropsrly used, treated, stored, disposed of, generated, manofactured;
transported or otherwise handied. The words Hazardous Substances' are used in their very broadest sénse.an
incluge without limitation any and all hazardous or toxic substances, materials or waste as defined by or listed undeér thie,” ;
Envircnimental Laws. The ‘erm "Hazardous Substances" also includes, without limitation, petroleum angd petr__oieum o
py-products or any fraction thereo! and asbestos. :

Improvements. The word "lmprovernents” means all existing and future improvemeants, hbuildings, structures, moblle L
homes affixed on tne Real Propery, facilities, additions, replacements and cther construction on the Real Property. . .

Indebtedness. The word "indebiedness” means all principal, interest, and other amounts, costs and expenses payabl.'e
under the Credit Agreement or Related Documents, together with all renewals of, extensions of, modifications of,
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: 'consohdatsons of and substituticns for the Credit Agreement or Related Documents and any amounts expended or
¢ o advanced by Lender to discharge Grantor's cbfigations or expenses incurred by Trustee or Lender to enforce Granior's
. Gbllqanons undor this Deed of Tr.:51, together with interest or such amounts as provided in this Deed of Trust.

“ Lender The word "Lender” means Horizon Bank, its successors and assigns. The words "successors or assigns' mean
;any perscen or company that acoires any interest in the Credit Agreement.

‘Personal Properly The words *Parsonal Properly” mean all equipment, fixtures, and other articles of personal property
now_or hereafter ewned by Grantor, and now or hereafter attached or affixed o the Real Property; together with all
aCCE:S'-uons parts, and additions @0, all replacements of, and all substitutions for, any of such property; and together with

all i§sues and profits thereon and proceeds (including without limitation all insurance preceeds and refunds of premiums)

from any séie o other dispositicn of the Proparty.

Property. -The word "Pébperty" means collectively the Real Property and the Personal Property.

Real Property The werds Hea[ Property” mean the real property, interests and rights, as further described in this Deed
of Trust. "

Related’ Documenrs Thc, WQr'ds ‘Related Documents" mean all pramissory notes, cradit agreements, foan agreements,
environmental agreements glaranties, security agreements, mortgages, deeds of trust, security deeds, collateral
mortgages, and all otherinstrdments, agreements and documents, whaether now or hereafier existing, executed Iin
connection with the lndebtadfue%

Rents. The word "Repts” means all.. present and future rents, revenues, income, issues, royalties, profits, and other
henefits derived fram the Progm,, __—

Trustee. The word "Trusteé” mnans Westward Financial Services Corporation, whose mailing address is 1500 Cornwall
Avenue, Beilingham, WA 98225 and any subshtute or successor trustees.

GRANTOR ACKNOWLEDGES', HA\’ING HEAD ALL THE PROVISIONS OF THIS DEED OF TRUST, AND GRANTOR
AGREES TO ITS TERMS. : . ;

GRANTOR:

X .

(VO L——'-L'

‘Harmon Trust

armon, EEUSEQ 'teven an Jeweli

previsions of a Trust Agreement

TRUST A(fi(NOWL_fE:G:_M ENT

STATE OF ,7 LQZ} y?! ’,fa‘j}_‘_{ﬁﬁf{ : % ) '_
COUNTY OF J,JJL - ey A

2 *and Jewell R. Hatmon
On this 5 K _ day of &{ ugb L 20 @ Le | before me, the undersigned

&
Notary Pubhc pf,rsonallv appcdl ed P Steven Harmer A Trustedsof P Steven and‘Jewell R Harmon Trust, and personaily
knowr: to me or provad fo me on the basis of satisfactory evidence 10 be an auihdrized-trustee of agent of the trust that
executed the Deed of Trust and acknowledged the Deed of Trust {o be the freeand voluntaryact and deed of the trust, by
authority set forth in the rust documents or, by authority of statute, for the uses and.purposes therein mentioned, and on oath
stated 1hat he- Uy she is autholzed to execute this Deed of Trust and in fact executed the Deed of Trust on behalf of the frust.

L / & el f Cﬁ)‘ﬁ'“C/ Resucimg at j" x:ﬂo(:-'c./’ (6/1 Ve o
lic in and for the State of Zé_fé{ﬂ/ My corimissioh explres '{7/.1 Al ,1 7

By_ (.

Notary P,

WM
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