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GUARDE{T(E!?{?}'HWESB\T!TLE COpEED OF TRUST

DATE: June 23, 2008

Reference # (if apphcable) AB&.&SJ_ Additional on page
Grantor(s):
1. VERDOES DAIRY COMPANY ING.

Grantee(s)
1. BANK QF THE PACIFIC
2. GUARDIAN NORTHWEST TITLE & ESCROW, Trustee

Legal Description: Section 4, Townsh-Jp 34 Range 2; Ptn. NE SE

Additional on page

Assessor's Tax Parcel ID#:  340204-4-001-0104 (P19904) AND 340204-4-003-0003
(P19907) L

THIS DEED OF TRUST is dated June 23, 2008 among VERDOES DAIRY COMPANY, INC.; A
Washington Corporation ("Grantor"); BANK OF -THE PACIFIC, whose mailing address is
BELLINGHAM COMMERCIAL/AGRICULTURE ‘LOAN CENTER, 4124 HANNEGAN ROAD,
BELLINGHAM, WA 98226 (referred to below.sometimes as "Lender" and sometimes as
"Beneficiary”™); and GUARDIAN NORTHWEST TITLE & ESCROW whose mailing address is
3202 COMMERCIAL AVENUE, ANACORTES, WA 93221 (referred to below as "Trustee™),




S DEED OF TRUST

iy ~-CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale, right

" of ‘entry and possession and for the beneflt of Lender as Beneflctary, all of Grantor's right, title, and Interest in and to
the -following described real property, togsther with all existing or subsequently erected or affixed buildings,
improvements and fixtures; all easements, rights of way, and appurtenances; all water, water rights and ditch rights
{inciuding stock in utilities with ditch or irrgation 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 SKAG!T County, State of Washington:

See: SEE SCHEDULE C, which is attached to this Deed of Trust and made a part of this
Deed of Trust as if. fully set forth herein.

The Real Property ‘or its address is commonly known as 8991 STEVENSON ROAD,
ANACORTES, WA 93221 The Real Property tax identification number is 340204-4-001-0104
(P19904) AND 340204-4-003 0003 (P19907).

FUTURE ADVANCES. In addihon o the Note, this Deed of Trust secures all future advances made by [ender fo
Grantor whether or not the alvances are made pursuant to a commitment. Specifically, without limitation, this Deed of
Trust secures, in additionto the amtunts specified in the Note, all future amounts Lender in its discretion may loan to
Grantor, together with lnterest thereon

Grantor hereby assigns as security to Lender, all of Grantor's right, title, and interest in and to all leases, Rents, and
profits of the Property. This assignment is recorded in accordance with RCW 65.08.070; the lien created by this
assignment is infended to be specific, perfected and choate upon the recording of this Deed of Trust. Lender grants to
Grantor a license to collect ‘the-Rents and: profits, which license may be revoked at Lender's option and shall be
automatically revoked upon acéeleration 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
ANY AND ALL OBLIGATIONS UNDER THE-NOTE; THE RELATED DOCUMENTS, AND THIS DEED OF TRUST. THIS
DEED OF TRUST 1S GIVEN AND ACCEP‘TED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Except as ‘otherivise provided in this Deed of Trust, Grantor shall pay to Lender alt
amounts secured by this Deed of Trust as they become-due, and shall strictly and in a timely manner parform all of
Grantor's obligations under the Note, this Deed ¢f Trust, and the Related Documents.

POSSESSION AND MAINTENANCE OF THE PROPERTY Grantor agrees that Grantor's possession and use of the
Property shell be govermned by the following prowsrons

Possession and Use. Until the accurrence: 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 the Rents from the Property
(this privilage is a license from Lender to Grantor automatically. revoked upon default). The following provisions
relate to the use of the Property or to other limiitations on the Property The Real Property is not used principally
for agricultural purposes,

Duty to Maintain. Grantor shall maintain the Property m tenantable condition and promptly perform all repairs,
replacements, and maintenance necessary to preserve |te value. i

Nuisance, Waste. Grantor shall not cause, conduct or ‘permit’ any nuisance nor commit, permit, or suffer any
stripping of or waste on or to the Property or any portien ¢f the Property. Without limiting the generality of the
foregoing, Grantor will not remove, or grant to any other party the: right.to remove, any timber, minerals (including
oil and gas), coal, clay, scoria, soil, gravel or rock products without L'ender's prior written consent.

Removal of Irnprovements. Grantor shall not demolish or rémove any !morovements from the Real Property
without Lender's prior written consent. As a condition to the ‘removal of:any Improvements, Lender may require
Grantar to make arrangements satisfactory to Lender to replace’ such Impro\rements with Improvements of at least
equal value. ;

Lender's Right to Enter, Lender and Lender's agents and represematwes may enler spon the Real Property at all
reasonable times to attend to Lender's interests and to inspect the Reat Property for purposes of Grantor's
compliance with the ferms and conditions of this Deed of Trust.

Compllance with Governmental Requirements. Grantor shall promptly oomp|y, and shall promptly cause
compliance by all agents, tenants or other persons or entities of every nature whatsoever wha rent, lease or
otherwise use or occupy the Properly in any manner, with alf laws, ordinances,- and.regulations, now or hereafter
in effect, of all governmental authorities applicable to the use or occupancy of the.Property, including without
limitation, the Americans With Disabilites Act. Grantor may contest in good faith any such’law, ordinance, or
regulation and withheld compliance during any proceeding, |nc|ud|ng appropriate appeals, 50 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 not jeopardized. Lender may require Grantor to post adequate secur:ty ‘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 ehalr do ail other
acls, in addition to those acts set forth above in this section, which from the character and uee of the Property are
reasonably necessary to protect and preserve the Property.

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lender's option, (A} declare lmmedratery due and payab.'e all
sums secured by this Deed of Trust or (B} increase the interest rate provided for In the Note or othier dotument
evidencing the Indebtedness and impose such other conditions as Lender deems appropfiate, upon the sale of transfer,
without Lender’s prior written consent, of all or any part of the Real Property, or any interest in the Real Property:. A
"sale or transfer" means the conveyance of Real Property or any right, title or interest in the Real Property:, whetrer.
legal, bensficial or equitable; whether voluntary or involuntary; whether by outright sale, deed, installment &ale Gontract,

land contract, contract for deed, leasehold interest with a term greater than three (3) years, lease-option contract,.6r by

sale, assignment, or transfer of any beneficial interest in or to any land trust holdrng title to the Real Propérty;:-or by any

other method of conveyance of an interest in the Real Property, If any Grantor is a corporation, partnership or limited :

liability company, transfer also includes any change in ownership of mare than twenty-five percent (25%) of the voling® :
stock, partnership interests or limited liability company interests, as the case may be, of such Grantor. However ‘thig ¢
option shall not be exercised by Lender if such exercise Is prohibited by federal law or by Washington iaw.

Trust:

\tﬂw\ttﬁ\ﬂ\t&t\ﬂ\ﬂ\ﬁ\t\tﬂt
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TAXES AND LIENS, The following provisions relating to the taxes and liens on the Property are part of this Deed of '
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SRS Paymem Grantor shall pay when due (and in all events prior to delinquency) all taxes, special taxes, assessments,
charges (including water and sewer), fines and |mp05|t|ons levied against or on account of the Property, and shall
Zpay‘when due all claims for work done on or for services rendered or material furnished to the Property. Grantor
£ ghall maifitain the Property free of all liens having priority over or equal 1o the interest of Lender under this Deed of
;rust exgept for the lien of taxes and assessments not due and except as otherwise provided in this Deed of
- Trust, -

E Right to Ccntest Grantor may withhold payment of any tax, assessment, or claim in connection with a good faith
dlspute over the:obligation to pay, so long as Lender's interest in the Property is not jeopardized. If a lien arises or
is filed as'a resuit of nonpayment, Grantor shall within fifteen (15) days after the lien arises or, if a lien is flled,
within-fittegn {15)days after Grantor has notice of the filing, secure the discharge of the lien, or if requested by
Lender, deposit 'with' Lender cash or a sufficient corporate surety bond or other security satisfactory to Lender in an
amount sufficient to discharge the lien plus any costs and attorneys' fees, or other charges that could accrue as a
result of a foreclgsure.or: sale under the lien. In any contest, Grantor shall defend itself and Lender and shall
satisfy any adverse judgment before enforcement against the Property. Grantor shall name Lender as an additional
obligee under any.surety bond furmished in the contest proceedings.

Evidence of Payment. Grantor.shall upon demand furnish to Lender satisfactory evidence of payment of the taxes
or assessments and shall atthorize the appropriate govermmental official to deliver to Lender at any time a written
staterment of the taxes and gssessments against the Property.

Notice of Construction. Grantor shall notify Lender at jeast fifteen (15) days befare any work is commenced, any
services are furnished, or ghy materials are supplied te the Property, if any mechanic’s lien, materialmen's lien, or
other lien could be assertéd.on account of the work, services, or materials. Grantor will upon request of Lender
furnish to Lender advance assurances satrsfactory to Lender that Grantor can and will pay the cost of such
improvements.

PROPERTY DAMAGE |NSURANCE The foﬂowmg provisions relating to insuring the Property are a part of this Deed of
Trust,

Maintetance of lnsutance. Grantor shal! procure and maintain policies of fire insurance with standard extended
coverage endorsements on a replacement basis “for the full insurable value covering all Improvements on the Real
Property in an amount sufficientto_aveid app]rcataon of any coinsurance clause, and with a standard mortgagee
clause in favor of Lender. Grantor:shall alsé procure and maintain comprahensive general liability insurance in such
coverage amounts as Lender may ‘refjueit with Trustee and Lender being named as additional insureds in such
liability insurance pelicies. Additionally,” Granter shailzmaintain such other insurance, including but not limited to
hazard, business interruption, and boiler insurance, as Lender may reasonably require. Policies shall be written in
form, amounts, coverages and basis reasgnably’accéptable to, Lender and issued by a company or companies
reasonably acceptable to Lender. Granfor, upon psquest of Lehder, will deliver to Lender from time to time the
policies or certificates of insurance in form gatisfactory to Lender, including stipulations that coverages will not be
cancelled or diminished without at least thirty {30) days prior written notice to Lender. Each insurance policy also
shall include an endorsement providing that coverage in favor of Lender will not be impaired in any way by any act,
omission or defauit of Grantor or any cther person. Should the Real Property be located in an area designated by
the Director of the Federal Emergency Management Agency -as-a special flood hazard area, Grantor agrees to
obtain and maintain Federal Flood Insurance, if available, within:45 days after notice is given by Lender that the
Property is located in a special flood hazard area, for the full unpaid principal balance of the loan and any prior liens
on the property securing the loan, up to the maximurn policy Timits set under the National Flood Insurance Program,
or as otherwise required by Lender, and to maintain such insurance: for the term of the loan,

Appiication of Proceeds. Grantor shall promptly notify Lender af‘any loss or damage to the Property. Lender may
make proof of loss if Grantor fails to do so within fiftegn (15) days-of-the casualty. Whether or not Lender's
security is impaired, Lender may, at Lender's election, receive-and.felain. the.proceeds of any insurance and apply
the proceeds to the reduction of the Indebtedness, payment of any.dien affecting the Property, or the restoration
and repair of the Property, If Lender elects to apply the proceeds to restoration and repair, Grantor shall repair or
replace the damaged or destroyed Improvements in a manner satisfactory to Lender, Lender shall, upon
satisfactory proof of such expenditure, pay or reimburse Grantor-from the praceeds for the reasonable cost of
repair or restoration if Grantor is not in default under this Deed. .of Trast. Any. proceeds which have not been
disbursed within 180 days after their receipt and which Lender has.not.cémmitted to the repair or restoration of
the Property shall be used first to pay any amount owing to Lender under this Deétt.of Trust, then to pay accrued
interest, and the remainder, if any, shall be applied to the principal balance Bf the |ndébtedness. If Lender hoids
any proceeds after payment in full of the Indebtedness, such proceeds shall be paid wnthout interest to Grantor as
Grantor's interests may appear.

Grantor's Report on Insurance. Upon request of Lender, howaver not more than ‘once a: year Grantor shall furnish
to Lender a report on each existing policy of insurance showing: (1) thenamie of the'insurer; (2) the risks
insured; (3) the amount of the policy; (4) the property Insured, the then current.replacement value of such
property, and the manner of determining that value; and (5) the expiration date of the policy.Grantor shall, upon
request of Lender, have an independent appraiser satisfactory to Lender determlne the cash value replacement cost
of the Property.

LENDER'S EXPENDITURES. if any action or proceeding is commenced that would m‘ateﬁ:__a_'g!y _affec‘t Léndejx‘s interest in
the Property or if Grantor fails 10 comply with any provision of this Deed of Trust or any Related. Doctiments, inciuding
but not limited to Grantor's failure to discharge or pay when due any amounts Grantor is required-to discharge or pay
under this Deed of Trust or any Related Documents, Lender on Grantor's behalf may (but shall not be obhgated to} take
any action that Lender deems appropriate, including but not limited to discharging or paying all faxes, liens, security
interests, encumbrances and other ¢laims, at any time levied or placed on the Property and paying all costs forinsuring,
maintaining and preserving the Praperty. All such expenditures incurred or paid by Lender for sueh purposes will then
bear interest at the rate charged under the Note from the date incurred or paid by Lender to the date of repayrnent by
Grantor. All such expenses will become a part af the Indebtedness and, at Lender's option, will (AY be.paysble on
demand; (B) be added to the balance of the Note and be apponloned among and be payable with any installment
payments to become dug during either (1) the term of any applicable insurance policy; or (2) the remaining temm of:”
the Naole; of (C) be treated as a balloon payment which will be due and payable at the Note's maturity:, The Degd of

Trust also will secure payment of these amounts. Such right shall be in addition to all other rights and rernedles to--“.

which Lender may be entitled upon Default.

WARRANTY; DEFENSE OF TITLE. The following provisions relating to ownership of the Property are a part of thls Deedr_
of Trust: R

Title. Grantor warrants that: (a} Grantor holds good and marketable title of record to the Froperty in fes 5|mp|e. ey
free and clear of all liens and encumbrances other than those set forth in the Real Property description or in aty"

title insurance policy, title report, or final title opinion issued in favar of, and accepted by, Lender in connectwonh,;."".

with this Deed of Trust, and (b} Grantor has the full right, power, and authority to execute and daliver this Deed of

T
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DEED OF TRUST
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i _..-"“anust ‘o Lender.

v bgfense___ of Title. Subject to the exception in the paragraph above, Grantor warrants and will forsver defend the

" title to the Property against the lawful claims of all parsons. 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 be the nominal party in such proceeding, but Lender shall be entitled to

. ‘parficipate’ in the proceeding and to be represented in the proceeding by counsel of Lender's own choice, and
-, Gfaftor.will deliver, or cause to be delivered, to Lender such instruments as Lender may request from time to time
"t'o'permi@_such‘-p_alt_icipation.

Complidnce With'Laws. Grantor warrants that the Property and Grantor's use of the Property complies with ali
existing.applicable laws, ordinances, and regulations of govemmental autharities.

Survival of Repres_a_ntéﬁgns and Warranties. All representations, warranties, and agreements made by Grantor in
this Deed of Trust'shall survive the execution and delivery of this Deed of Trust, shall be continuing in nature, and
shall remain in full force and effect until such time as Grantor's Indebtedness shalt be paid in full.

CONDEMNATION.' k_Tr'i‘é f&'ll_pw‘iné provisions relating to condemnation proceedings are a part of this Deed of Trust:

Procgedings. If any.proceéding in condernnation is filed, Grantor shall promptly notify Lender in writing, and
Grantor shall promptly taKe stich steps as may be necessary to defend the action and cbtain the award. Grantor
may be the nominal party irf such proceeding,tbut Lender shall be entitled to participate in the proceeding and to be
represented in the procseding by counsel of its own choice all at Grantor's expense, and Grantor will deliver or
cause to be delivered to Lender such.instruments and documentation as may be requested by Lender fram time to
time to permit such participation. E

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 condernnation, Lender may at its election require that all or any portion of the
net proceeds of the award ‘be-applied-to the Indebtedness or the repair or restoration of the Property. The net
proceeds of the award shall. mean the award after payment of all reasonable costs, expenses, and attorneys' fees
incurred by Trustee or Lender in connection with the condemnation.

IMPOSITION OF TAXES, FEES AND_'“C_HARGEuS.BY GOVERNMENTAL AUTHORITIES. The following provisions relating
to governmental taxes, feas and charg’e_s_dare a partofthis Deed of Trust:

Current Taxes, Fees and Charges.. Upon request by Lender, Grantor shall execute such documents in addition to
this Deed of Trust and take whatever other action is requested by Lender to perfect and continue Lender's lien on
the Real Property. Grantor shall reimburse ‘Lender for all taxes, as described below, togsther with all expenses
incurred in recording, perfecting or continuing this-Deed of Trust, including without limitation all taxes, fees,
documentary stamps, and other charges.for recording or registering this Deed of Trust.

Taxes. The following shall constitute taxes to which this section applies: (1) a specific tax upon 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
Grantor which Grantor is authorized or required'to deduct from payments on the Indebtedniess 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. AT R

Subsequent Taxes. If any tax to which this section appliés is enacted subsequent to the date of this Deed of
Trust, this event shall have the same effect as an Everit of Default, and Lender rmay exerclse any or all of its
available remedies for an Event of Default as provided below unless Grantor either (1) pays the tax befora it
becomes delinguent, or (2) contests the tax as provided:. above in‘the Taxes and Liens section and deposits with
Lender cash or a sufficient corporate surety bond or other. security satisfactory to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. The following’ provisions' relating to this Deed of Trust as a

security agreement are a part of this Deed of Trust’

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

Security Interest. Upon request by Lender, Grantor shall take whatevir action is. requested by Lender to perfect
and continue Lender's security interest in the Rents and Personal Property. <In addition to recording this Deed of
Trust in the real property records, Lender may, at any time and without further authorization from Grantor, file
executed counterparts, copies or reproductions of this Deed of Trust:as: a financing statement. Grantor shall
reimburse Lender for all expenses incurred in perfecting or continuing this security intérest:. Upon default, Grantor
shall not remove, sever or detach the Personal Property from the Property, Upen default,-Grantor shall assemble
any Personal Property not affixed to the Property in a2 manner and at a place reasonably sonvenient to Grantor and
Lender and make it available to Lender within three (3) days after receipt of written -demand from Lender to the
extent permitted by applicable law. e

Addresses. The mailing addresses of Grantor (debtor) and Lender (secureci-_ p;_arty)__..ffgm"\.\vh_i_:_ch information
concerning the security interest granted by this Deed of Trust may be obtained (sach as required by the Uniform
Commercial Code) are as stated on the first page of this Deed of Trust. R :

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provisions relating to fuithet assurances and

attorney-in-fact are a part of this Deed of Trust:

Further Assurances. At any time, and from time to time, upon request of Lender, Grantor will. make, -sxecute and
deliver, or will cause to be made, executed or delivered, 1o Lender or to Lerdler's designes, and whign 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 @s Lender may deem appropriate, any and all such mortgages, deeds of trust, security. deeds; security
agreements, financing statements, continuation statements, instruments of further assurance, certificatés, ‘and
cther docurments as rmay, in the sole opinion of Lender, be necessary or desirable in order 1o effeciuale; complete;:
perfect, continue, or preserve (1)  Grantor's obligations under the Note, this Deed of Trust, ‘and the: Related
Documents, and (2) the liens and security interests created by this Deed of Trust as first and priorliens'on the *

Praperty, whether now owned or hereafter acquired by Grantor. Unless prohibited by law or Lender ‘agrees fo the”

contrary In writing, Grantor shall reimburse Lender for all costs and expenses incurred in connection ‘with_the
matters referred to in this paragraph. : e

&

Attommey-in-Fact. If Grantor fails to do any of the things refarred to in the preceding paragraph, Lender maydo 80

for and in the name of Grantor and at Grantor's expense, For such purposes, Grantor hereby irrevocably appoints -

Lender as Grantor's attorney-in-fact for the purpose of making, executing, delivering, fifing, recording, and deing all-" -
other things as may be necessary or desirable, in Lender's sole opinion, to accomplish the matters referred to in
the preceding paragraph, o

-
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S FULL PERFORMANCE. W Grantor pays all the Indebtedness, including without limitation all future advances, when due,

and otherwise-performs all the obligations imposed upon Grantor under this Deed of Trust, Lender shall execite and

dellzv'e[_ --tp Trustee a request for full reconveyance and shall execute and deliver 1o Grantor suilable statements of
termination of: any financing statement on file evidencing Lender's security interest in the Rents and the Personal
Property. Any reconveyance fee shall be paid by Grantor, if permitted by applicable law. The grantee in any
recoiveyance may be described as the "person or persons legally entitled thereto”, and the recitals in the reconveyance
of any-matters.or facts shall be conclusive proof of the truthfulness of any such matters or facts.

E‘f\I_IIE_NTS OF DEFAULT.- Each of the following, at Lender's option, shall constitute an Event of Dsfault under this Deed
of Trust: A -

Paymﬁnt..D'efaﬁI;. é_réntor fails to make any payment when due under the Indebtedness.

Other. 'Defgultst' G__r_ah{b_r_ fails to comply with or to perform any other term, obligation, covenant or condition
coqtamed in this Peed-of Trust or in any of the Related Documents or to comply with or to perform any term,
cbligation, coven‘ant or cb_ndjtion contained in any other agraament betwaen Lender and Grantor.

Compliance -[;Jefai'l‘lt.__ “"-Eaiihye: to comply with any other term, obligation, covenant or condition contained in this
Deed of Trust; the Note:or in.any of the Related Documents.

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

False Statements. - Any watranly, representation or statement made or fumished to Lender by Grantor or on
Grantor's behalf under this Deéd of Trust or the Refated Documents is false or misleading in any material respect,
either now or at the time’made or furnished or becomes faise or misleading at any time thereafter.

Defective Collateralizatidn."~_ This Déed of Trust or any of the Relatsd Documents ceases to be Ih full force and
effect (including failure of any collateral.décument to create a valid and perfected security interest or lien) at any
time and for any reason. k

Insolvency. The dissolution or termination of Grantor's existence as a going business, the insclvency of Grantor,
the appointment of a receiver for ary part of Grantar's property, any assignment for the benefit of creditors, any
type of creditor warkout, or the-commenesinent of any proceeding under any bankruptcy or insclvency laws by or
against Grantor.

Creditor or Forfeiture Proceedings. “Cammencement of foreclosure or forfeiture proceedings, whether by judicial
proceeding, self-help, repossession or any other method, by any creditor of Grantor ar by any governmental agency
against any property secwing the Indebtedness,. This includes a garnishment of any of Grantor's accounts,
including deposit accounts, with Lender. However, this Event of Default shall not apply if there is a good faith
dispute by Grantor as to the validity or réasondbieriess of the claim which is the basis of the creditor or forfeiture
proceeding and if Grantor gives Lender written-'notice of the creditor or forfeiture proceeding and depasits with
Lender monies or-a surety bond for the creditor, or forfeiture proceeding, in an amount determined by Lender, in its
sole discretion, as being an adequate reserve or bond for the dispute.

Breach of Other Agreement. Any breach by Gfa_rj_i‘or under the terms of any other agreement between Grantor and
Lender that is not remedied within any grace period provided thersin, including without limitation any agreement
concerning any indebtedness or other obligation of Grantor. tb_j_.-ahd_eg whether existing now or later.

Events Affecting Guarantor. Any of the preceding avents accurs with respect to any Guarantor aof any of the
Indebtedness or any Guarantor dies or becomes incompetent, or revokes or disputes the validity of, or liability
under, any Guaranty of the Indebtedness. R S

Adverse Change. A material adverse change occurs.:'in___"'Gr'ént&ﬁs-ﬂ'n'anc_.ial condition, or Lender believes the
prospect of payment or performance of the Indebtedness is impaired. ...

Insecurity. Lender in good faith believes itself insecure. _

Right to Cure. If any defalilt, ather than a default in payment is.curable and i: Grantor has not been given a notice
of a breach of the same provision of this Deed of Trust within the preceding twelve {12) months, it may be cured if
Grantor, after receiving written notice from Lender demanding core ‘of Such'default: (1} cures the default within
ten (10) days; or (2} if the curs requires more than ten {10) days, immediately initiates steps which Lender deems
in Lender's sole discretion to be sufficient to cure the default and thereafter continuies and completes ail reasonable
and necessary steps sufficient to produce compliance as soon as reasonably practical; .

RIGHTS AND REMEDIES ON DEFAULT, If an Event of Default ocours under t_hié Deed of "ljfﬁst, at any time thereafter,
Trustee or Lender may exerdise any one or more of the following rights and rermedies; S

Election of Remedies. Election by Lender o pursue any remedy shall not éxc'.u_@e’;pu;sﬂit of ‘:ény other remedy, and
an election to make expenditures or to take action to perform an obligation of Grantor ‘under this Deed of Trust,
after Grantor's failure to perform, shall not affect Lender's right to declare a defau_lt'a__nd exercise-{ts remedies.

Accalerate Indebtedness. Lender shall have the right at its option to declare the. eiﬁtire In;ié’bledhess immediately
due and payable, including any prepayment penalty which Grantor would be requiredito pay. .~ E

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall.have the .ri:;t'j_ht to exercise its
power of sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by judicial
foreclosure, in either case in accordance with and to the full extent provided by applicable Jaw.”

UCC Remedies. With respect to all or any part of the Perscnal Property, Lender shail"ﬁgx}q.-ﬁl&t’ﬁé rights and
remedies of a secured party under the Uniform Commercial Code. . S

Collect Rents. Lender shall have the right, without notice to Grantor to take possessionof_and-manage the
Property and collect the Rents, including amounts past due apd unpaid, and apply the net proceeds,‘over and
above Lender's costs, against the indebtedness. in furtherance of this right, Lender may require any tehaht qr
other user of the Property to make payments of rent or use fees directly to Lender. If the Rents are collected by
Lender, then Grantar irevocably designates Lender as Grantor's attorney-in-fact to sndorse instruments regeived in”
payment thereof in the name of Grantor and to negofiate the same and collect the proceeds. Paymants by tenants
or other users to Lender in response to Lender's demand shall satisfy the ebligations 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 1o take possession of all or any pait of ;
the Property, with the power to protect and preserve the Property, to operate the Property preceding or pending.
foraciosure or sale, and to coilact the Rents from the Property and apply the proceeds, over and above the costiof" .
the receivership, against the Indebtedness. The receiver may serve without bond if permitted by law. Lendér's .
right to the appointment of a receiver shall exist whether or not the apparent value of the Property exceeds the’
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i _..-""lndebtedness by a substantial amount. Employment by Lender shall not disqualify a persen from serving as a
receiver.-.

" Tenanecy-at Sufferance. If Grantor remains in possession of the Property after the Property is sold as provided
¢ /ebove 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, elther (1)

. “pay a reasonable rental for the use of the Property, or (2} vacate the Property immediately upon the demand of

w Lender.”

Othér Remedias. Trustee or Lender shall have any ather right or remedy provided in this Deed of Trust or the Note
or available a1 law or in squity. '

Notice.of Sale.” Lerider 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 dispesition of the Personal Property js to be
made. Reasonable notice shall mean notice given at least ten (10) days before the lime of the sale or disposition.
Any sale of the:Personal. Property may be mads in conjunction with any sale of the Rea! Property. :

Sale of the Propérty. To the extent permitted by applicable law, Grantor hereby waives any and all rights to have
the Property-marshalled. In.exercising its rights and remedies, the Trustee or Lender shall be free to sell all or any
part of the Property tégethér or separately, in one sale or by separate sales. Lender shall be entitied to bid at any
public sale on all or any-pottion of the Property. .

Attorneys’ Fees; Exjpenses,.If |.ender institutes any suit or action to enforce any of the terms of this Deed of
Trust, Lender shall:be-entitied.to recover such sum as the court may adjudge reasonable gs attorneys' 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 enforcement of 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 until repaid. Expenses covered by this paragraph include,
without limitation, however sibject to”any limits under applicable law, Lender's attorneys’ fees and Lender's legal
expenses, whether or not there is-a lawsuilt, including attorneys' fees and expenses for bankruptey proceedings
{including efforts to modify or vacate any automatic stay or injunction), appeals, and any anticipated post-judgment
collection services, the cost of searching rectrds, obtaining title reports (including foreclosure reports), surveyors'
reports, and appraisal fees, title ingurahce, .andfees for the Trustes, to the extent permitted by applicable law.
Grantor also will pay any court costs, in:addition o all other sums provided by law.

Rights of Trustes, Trustee shall have all'éf"tlju__a"' rights and duties of Lender as set forth in this section.

POWERS AND OBLIGATIONS OF TRUSTEE. The following provisions relating to the powers and obligations of Trustee
(pursuant to Lender's instructions) are part of this Deéd of Trust:

Powers of Trustee. In addition to all powers‘of Trustee arising as a matter of law, Trustee shall have the power 1o
1ake the foliowing actions with respect to ‘the: Property upon the written request of Lender and Grantor: {a) join In
preparing and filing a map or plat of the Real-Property, including the dedication of streets or other rights to the
public; (b) join in granting any easemsent or, Creating any restriction on the Real Property; and {c} join in any
subordination or other agreement affecting this:Deed of Trust or'the interest of Lender under this Deed of Trust.

Obligations to Notlfy. Trustee shall not be obligated to nofify.any other party of a pending sale under any other
trust deed or lien, or of any action or proceeding in which-Grantar, Lender, or Trustee shall be a party, urless
required by applicable law, or unless the action or proceeding is brought by Trustes.

Trustee. Trustee shall meet all qualifications required for Trustee under applicable law. In addition to the rights
and remedies sel 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 shali have theright to.-forectose by judicial foreclosure, in either case in
accordance with and to the {full extent provided by applicable taw, . o

Successor Trustee. Lender, at Lender's aption, may from time fo time appoinit a successor Truslee to any Trustee
appointed under this Deed of Trust by an instrument executed apd acknowledged by Lender and recorded in the
office- of the recorder of SKAGIT County, State of Washington." The instrument shalt conlain, in addition to all
other matters required by state law, the names of the original Lender, Trustée, and Grantar, the baok and page or
the Auditar's File Number where this Deed of Trust is recorded, and the namié-and address of the successor
trustea, and the instrument shall be executed and acknowledged by Lender or-its “successors in interest. The
successar trustee, without conveyance of the Property, shall succeed to:all the litle, power, and duties conferred
upon the Trustee in this Deed of Trust and by applicable faw. This procedure fof substitution of Trustee shall
govem to the exclusion of all other provisions for substitution. oo S

NOTICES. Subject to applicable law, and except for notice required or allowed by.Jaw to be'given in another manner,
any notice required to be given under this Deed of Trust, including without limjtation any ndtice of default and any
notice of sale shall be given in writing, and shall be effective when actually delivered, when actually received by
telefacsimile {unless otherwise required by law), when deposited with a nationally recognized overnight courier, or, If
mailed. when deposited in the United States mail, as first class, certified or registered’ mail postagis prepaid, directed to
the addresses shown near the beginning of this Deed of Trust. All copies of notices'af, foreclasure from the holder of
any lien which has priority over this Deed of Trust shall be sent to Lender's address, -ag-shown nearthe beginning of
this Deed of Trust. Any party may change its addrass for notices under this Deed of Trust by giving formal written
notice to the other parties, specifying that the purpose of the notice is to change the party's address. For notice
purposes, Grantor agrees to keep Lender informed at all times of Grantor's current address. Subject to' applicable law,
and except for notice required or allowed by law to be given in another manner, If there Is more than ons Grantor, any
notice given by Lender to any Grantor is deemed to be notice given to all Grantors, S S

MISCELLANEOUS PROVISIONS. The following miscellanecus provisions are a part of this Deed of Triist:”

Amendments. This Deed of Trust, together with any Related Documents, constitutes the entire understanding and
agreement of the parties as to the matters set forth in this Deed of Trust. No altzration of or afhengrent to'this
Deed of Trust shall be effective unless given in writing and signed by the party or parties sought to‘be.charged.or;,
bound by the alteration or amendment. ooy T

Annual Reports. If the Property is used for purposes other than Grantor's residence, Grantor shall fumiish to. ",
Lender, upon request, a certified statement of net operating income received from the Property during Grantor's .
previous fiscal year in such form and detail as Lender shall require. "Net operating income® shall meart all cash

receipts from the Property less all cash expenditures made in connection with the operation of the Property... .

Arbitration. Grantor and Lender agree that all disputes, claims and controversies between them whether Individual, @ .+
loint, or class In nature, arising from this Deed of Trust or otherwiss, including without limitation contract and tart -
disputes, shall be arbitrated pursuant to the Rules of the American Arbitration Association in effect at the time the .-
claim is flled, upon request of either party. No act to take or dispose of any Property shall constitute a waivei. of:"
this arbitration agreement or be prohibited by this arbitration agreement. This includes, without iimitation,

IR

Skagit County Auditor
6/25/2008 Page 6 of 9 11:28AM




DEED OF TRUST

" Loan No: 110188101 {Continued) Page 7

K___.-'o"bta_inlng injunctive relief or a temporary restraining order; invoking a power of sale under any deed of trust or

mortgage;. obtaining a writ of attachment or imposition of a receiver; or exercising any rights relating to personal
sproperty:.including taking or disposing of such property with or without judicial process pursuant to Article 9 of the
£ Unliform Commercial Code. Any disputes, claims, or controversies concemning the lawfulness or reasonableness of
. any act, or exercise of any right, concerning any Property, including any claim to rescind, reform, or ctherwise
: modify any agreement relating to the Property, shall also be arbitrated, provided however that no arbitrator shali
‘Z_Have the right o the power to enjoin or restrain any act of any party. Judgment upon any award rendered by any
arbitrator may be“entered in any court having jurisdiction. Nothing In this Deed of Trust shall preclude any party
froth ‘Seeking equitable relief from a court of competent |urisdiction. The statute of limitations, estoppel, waiver,
laches, and slmllar doctrines which would otherwise be applicable In an action brought by a party shall be
applicable-in-any arbitration proceeding, and the commencement of an arbitration proceeding shall be deemed the
commenicement -of an-action for these purposes. The Federal Arbitration Act shall apply to the consiruction,
Interpretation, and enforcemant of this arbftration provision.

Caption Headings. Captlon headings in this Deed of Trust are for convenience purposes only and are not to be
used to interpret ar defing thie provisians of this Deed of Trust.

Merger. Thefe shall be'no mefger of the interest or estale created by this Deed of Trust with any other interest or
eslate in the Property &t any tlme held by or for the benefit of Lender in any capacity, without the written consent
of Lender.

Governing Law. This™ Deed of Tritst will be governed by federal law applicable to Lender and, to the extent not
preempted by federal law, tha laws of the State of Washington without regard to its conflicts of law provisions.
This Deed of Trust has beén accepted by Lender in the State of Washington.

No Walver by Lender. Lender shall riol be deemed 1o have waived any rights under this Deed of Trust unless such
waiver is given in writing: ahd signed by Lender. No delay or omission on the part of Lender in exercising any right
shall operate as a waiver ‘of ‘such right or any other right. A walver by Lender of a provision of this Deed of Trust
shall not prejudice or coh’stjtu_te:- a waiver of Lender's right otherwise to demand strict compliance with that
pravision or any ather provision of thi€ Deed of Trust. No prior waiver by Lender, nor any course of dealing
betwsen Lender and Grantor, shall constitute a.waiver of any of Lender's rights or of any of Grantor's obligations
as to any future transactions, Whenever thé consent of Lender is required under this Deed of Trust, the granting
of such gonsent by Lender in any instarice.. shiall not constitute continuing consent to subsequent instances where
such consent is required and in all cases such’ cp'nsent may be granted or withheld in the sole discretion of Lender,

Severability. If 2 court of competent jurisdiction finds.any provision of this Deed of Trust to be illegal, fnvalid, or
unenforceable as to any circumstance, that finding shall not make the offending provision illegal, invalid, or
unenforceable as to any other circumstance. [f.feagible, the offending provision shall be considered modified so
that it becomes legal, valid and enforceabie:” If the offending provision cannot be so modified, it shall be
considered deleted from this Deed of Trust .Unless otherwise required by law, the illegality, invalidity, or
unenforceab'.hly of any provision of this Deed of Trust shall not affect the iegality, validity or enforceabiiity of any
other provision of this Deed of Trust.

Successors and Assigns. Subject to any llmltatlons stated in this Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shall be binding upon and inure to the benefit of the parties, their successors and assigns. If
ownership of the Property becames vested in a person othef thah Grantor, Lender, without notice to Grantor, may
deal with Grantor's successors with reference te this Deed of: Trust and the Indebtedness by way of forbearance or
extension without releasing Grantor from the obligations of this Deed of Trust or liability under the Indebtedness.

Time is of the Essence. Time is of the essence in the eerﬁarmance'bf-this Deed of Trust.

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

Waiver of Homestead Exemption. Grantor hereby releases and” wawes all nghts and benefits of the homestead
exemnption laws of the State of Washington as to all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The following capitalized words and terms shall have'ihe followirig meanings when used in this Deed of
Trust. Unless specifically stated to the contrary, all references to dollar ameunts shall mean amounts in lawful money
of the United States of America. Words and terms used in the singular shalf ‘include the plural and the plural shall
include the singular, as the context may reqmre Words and terms not otherwise; def'ned in this Deed of Trust shall
have the meanings attributed to such terms in the Uniform Commercial Code:

Beneficiary. The word "Beneficiary” means BANK OF THE PACIFIC, and |ts successors and assigns.

Borrower. The word *Borrower" means VERDOES DAIRY COMPANY: INC and mcludes all co-signers and
ca-makers signing the Note and all their successors and assigns.

Deed of Trust. The words "Deed of Trust" mean this Deed of Trust among Grantor, Lender and Trustee and
includes without limitation all assignment and security interest provisions relatmg fo the Persqnal Property and
Rents. .

Defauit. The word "Default” means the Default set forth in this Deed of Trust in the secnon tllie ___"Default"

Event of Default. The words "Event of Default" mean any of the evenis of default set forth |n tms Deed of Trust in
the events of default section of this Deed of Trust. W

Grantor. The word "Grantor" means VERDOES DAIRY COMPANY, INC..

Guarantar. The word "Guarantor" means any guarantor, surety, or accornrodation party of any or an oi the
Indebtedness.

Guaranty. The word "Guaranty” means the guaranty from Guarantor to Lender, mcludlng mthout Ilm‘!atlan a
guaranty of all or part of the Note. ;

Improvements. The word "Improvements" means all existing and future improvements, bmldmgs structures":':.
mobile homes affixed on the Real Property, facilities, additions, replacemants and other construcb.an s n the Rea'."‘
Property.

Indebtedness. The word "Indabledness” means all principal, interest, and other amounts, costs and expenses

payable under the Note or Related Documents, together with ail renewals of, extensions of, modifications”of, "
consolidations of and substitutions for the Note or Related Documents and any amounts expended or advanced.by;

Lender to discharge Grantor's obligations or expenses incurred by Trustee or Lender to enforce Grantor's

obligations under this Deed of Trust, together with interest on.such amounts as provided in this Deed of Trust, ; G
Specifically, without limitation, Indebtedness inciudes the future advances set forth in the Future Advances.’ L

pravision of this Deed of Trust, together with all interest thereon.
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_.-""'Lender__ The word "Lender" means BANK OF THE PACIFIC, its successors and assigns.

~ Note:-Ttie word "Note" means the promissory note dated June 23, 2008, in the original principal amount
* of $300,000.00 from Grantor to Lender, logether with all renswals of, extensions of, modifications of,
i ;reﬂnancmgs of, consolidations of, and substitutions for the promissory note or agreement.

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

% properly fow.-or hereafter owned by Grantor, and now or hereafler allached or affixed to the Real Property;
.tugether with all-accessions, parts and additions to, all replacements of, and all substitutions for, any of such
property;-and-togather with all issues and profits thereon and proceeds {including without Ilmitatlon all insurance
prooeeds and refunds of premiums) from any sale or other disposition of the Property.

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

Real Property.’ Ths words "Real Property” mean the real property, interests and rights, as further described in this
Deed of Trust. .~ 7%

Related Documents The words "Related Documents” mean all promissory noles, credit agreements, loan
agreements, guaranties, seécurlty agreements, morgages, deeds of trust, security deeds, collateral mortgages, and
all other instruments;. agreetents and documents, whether now ot hereafter exlsting, executed in connection with
the Indebtedness; prowc_!ed that the environmental indemnity agreements are not "Related Documents" and are
not securad by this Deed of'Trust

Rents. The waord.: "Remts" ‘mea s all present and future rents, revenues, income, issues, royalties, profits, and
other benefits derivad from the Prcperly

Trustee. The word "Trustés" mesns GUARDIAN NORTHWEST TITLE & ESCROW, whose mailing address is 3202
COMMERCIAL AVENUE ANACORTES, WA 98221 and any substitute or successor trustees.

GRANTOR ACKNOWLEDGES. HAWNG READ ;ALL THE PROVISIONS OF THIS DEED OF TRUST, AND GRANTOR
AGREES TO ITS TERMS. . F

GRANTOR:

STATE OF oAy A
countyor __ SKAGT )

On this aq'\‘\—\ day of <§ A foﬁ ' 20 f ;‘&’ before me, the undersigned
Notary Fublic, perscnally appsared ABRAHAM J. VERDOES, Presldent of VERBOES DAIRY COMPANY, INC., and
personally known to me or proved to me on the basis of satisfactory evideénce to be an authorized agent of the
corporation that executed the Deed of Trust and acknowledged the Deed of Trusl to be the free and voluntary act and
deed of the corporation, by authority of its Bylaws or by resolution af:its board'of direclors, for the uses and purposes
therein mentioned, and on oath stated that he or she is authorized to execute thls Daad af Trust and in fact executed
the Deed of Trust gn behglf of the corporation,
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REQUEST FW%WECONVEYANCE

To: Trustea

The undersigned is the legal owner and holder of all indebtedness secured by this Deed of Trust Yéu are hereby
requested, upon payment of all sums owing to you, to reconvey without warranty, to the psrsans enmlad !hareto the
right, title and interest now held by you under the Deed of Trust.

Date: Beneficiary:
By:
Its:

LASER PRO Lending, Ver. 5.41.00.004 Copr. Harland Financial Solutions, Inc. 1997, 2008, All Rights Reserved..”
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SCHEDULE C

Legal description

The land referred to in thlS report/pohcy is situated in the State of Washington, County of Skagit, and is
described as fo][ows :

PARCEL “A™:

The East ¥ of the Northeast Ya of the Southeast Y4 of Section 4, Township 34 North, Range 2 East, W.M.,
EXCEPT County road rlghtaof-way along the South line thereof AND EXCEPT that portion thereof
described as follows: .

Begin at the Southeast corner of sa:d subdw:s:on thence North 2°15° 18" East a distance of 7.73 feet along
the East line of said Section 4 to. ‘the point of beginning; thence North 88°38°09™ West a distance of 168.59
feet; thence North 2°15°18” East a dxstam:e 01 201.00 feet; thence South 88°38°09” East a distance of 168.59
feet to the East line of said Section 4; thence South 2°15°18” West a distance of 201.00 feet to the point of
beginning; o

ALSO EXCEPT that portion thereof eonveyed to the State of Washington for highway purposes, by
instrument dated December 20, 1960, and recorded January 16, 1961 under Auditor's File No. 603121,
ALSO EXCEPT the South 417 .4 feet of the West 2053I 7 feet thereof, ALSO EXCEPT that portion thereof
described as follows:

Beginning at the Southeast corner of said Northeast “: of the Southeast Y4; thence West 228.6 feet to the point
of beginning; thence North 417.4 feet; thence West 104.4 feet thence South 417 .4 feet; thence East to the
point of beginning; .

EXCEPT all that portion lying within that road eommonlj/: known e?s Stevenson Road.

AND that portion of the Northeast % of the Southeast '/2 ef Sectmn 4 Tewnshnp 34 North, Range 2 Fast,
W.M., described as follows:

Beginning at the Southeast corner of said Northeast % of the S&utheast ‘A, thence West 330 feet to the true
point of beginning; thence North 417.4 feet; thence West 104.4 feet thence South 417.4 feet; thence East to
the true point of beginning, e

PARCEL “B™:

That portion of the East % of the Northeast % of the Southeast % of Sectlon 4 Townshlp 34 North, Range 2
East, W.M. described as follows:

Begin at the Southeast corner of said subdivision; thence North 2°15° 18 East a dlstance of 7,73 feet along
the East tine of said Section 4 to the point of beginning; thence North 88°38°09” West a dlstance of 168.59
feet; thence North 2°15°18” East a distance of 201.00 feet; thence South 88°38°09” East a dtstance of 168.59
feet to the East line of said Section 4; thence South 2°15°18” West a distance of 201 00 feet te the pomt of
beginping; . Ee

EXCEPT that portion thereof, if any, lying within the Skagit County road right-of-way aiong the South lme
thereof, S
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