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DEED OF TRUST

DATE: June 18, 2006 A

Reference # (if appllcable) 12997? Qs Additional on page

Grantor{s):
1. MEGARD SR, BRUCE W

Grantae(s} L
1. Skagit State Bank P
2. Land Title Company of Skaglt County Trustee

Legal Description:
Lot 35, Blk 1 & Lot 12, Blk 2, Lake Cavanaugh Sub #1.
Additional on page 2

Assessor's Tax Parcel (D#: 3937- 001 035 0009 {(P66310), 3937-002-012-0004 (PB6353)

THIS DEED OF TRUST is dated June 18, 2008, among BRUCE W MEGARD SR, also known as
BRUCE W MEGARD, a single man as his separate-property, whose address is 33878 N SHORE
DR, MOUNT VERNON, WA 98274 ("Grantor"); Skagit State Bank, whose mailing address is
Main Office, 301 E. Fairhaven Ave, P O Box 285, Burllngton WA 98233 (referred to below
sometimes as "Lender” and sometimes as Beneflclarv ‘);-and Land Title Company of Skagit
County, whose mailing address is P O Box 445, Burllngton WA 98233 (referred to below as
"Trustee"}. S -
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CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale. right
‘of entry-and possession and for the benefit of Lender as Beneficiary, all of Grantor's right, title, and interest in and to
‘the fellowing -déscribed real property, together 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
{including stock’in: utilities with ditch or irrigation rightsl; 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”}

Iocated in SKAGIT Countv, State of Washington:

Lot 35, Block 1 and Lot 12, Block 2, "LAKE CAVANAUGH SUBDIVISION, DIVISION NO.
1." as per plat recorded in Volume 5 of Plats, pages 37 through 43, inclusive, records of
Skagit County, W_ashlngton.

TOGETHER WITH ‘the shorelands of the second class, conveyed by the State of
Washington, unider A’uditor's File No, 732116, situated in front of, adjacent to, or abutting
upon Lot 35, Block 1, "LAKE CAVANAUGH SUBDIVISION, DIVISION NO.1," a recorded
plat in Government Lot 2 Section 22, Township 33 North, Range 6 East, W.M.

Situate in the County of Skaglt State of Washington.

The Real Property or its addressws commonly known as 33878 N SHORE DR, MOUNT
VERNON, WA 98274.. The Real Property tax identification number is 3937-001-035-0009
(P66310), 3937-002- 012 0004 {P66353)

REVOLVING LINE OF CREDIT. Thls Daad bf Trust secures the Indebtedness including, without limitation, a ravolving
line of credit, with a variable rate of mterest, “which obligates Lender to make advances to Grantor up to the credit limit
so long as Grantor complies with all the tarms of the Cradit Agreement and the lins of credit has not been terminated,
suspended or cancelled; the Credit Agreement. sllows negative amortization. Such advances may be made, repaid. and
remade from time to time. subject to tha Ilmltatlon that the total outstanding balance owing at any one time, not
including finance charges on such balance-at ‘a fixed or variable tate or sum as provided in the Cradit Agreement, any
temporary overages, other charges, and any amounts expended or advanced as provided in either the Indebtedness
paragraph or this paragraph, shall not excesd the Credit Limit as provided in the Credit Agreement. It is the intention of
Grantor and Lender that this Deed of Trust sécures thie balance outstanding under the Cradit Agreement from time to
time from zero up to the Credit Limit as provided in-the.Credit Agreement and any intermediate balance. Funds may be
advanced by Lender, repaid, and subsequently readvanced. The unpaid balance of the revolving lina of credit may at
certain times be lower than the amount shown or zero. A zero balance doss not terminate the line of credit or
terminate Lender's obligation to advance funds to'Grantor. Therefore, the lian of this Deed of Trust will ramain in full
force and effect notwithstanding any zero balance,

Grantor hereby assigns as sacurity to Lender, all of Grantor s rlght tatle and interest in and to all leases, Rents, and
profits of the Property. This assignment is recorded in accordance. W|th RCW 65.08.070; the lien created by this
assignment Js intended to be specific, perfected and choate upon'the recordlng of this Deed of Trust. Lender grants to
Grantor a license to coliect the Rents and profits, which licensa may be revoked at Lender's option and shali be
automatically revoked upon acceleration of all or part of the Indebtedness:

TH!S DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS AND
PERSONAL PROPERTY, IS GIVEN TO SECURE (A) PAYMENT GF THEINDEBTEDNESS 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:

PAYMENT AND PERFORMANCE Except as otherwise provided in f:'hié Deed"of Trust Grantor shall pay to Lender all

Grantor's obligations under the Credit Agreement, this Deed of Trust, and this Related Iocuments

POSSESSION AND MAINTENANCE OF THE PROPERTY. Grantor agrees that Grantors possessnon and use of the
Proparty shall be governed by the fallowing provisions:

Possession and Use. Until the occurrence of an Event of Default, Granter may «.'1') femain in possession and
control of the Property; (2) use, operate or manage the Property; and 3) caollect. ’the Rents from the Property
(this privilege is a license fram 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 Pmperty :s not used principally
for agricultural purpases.

Duty to Maintain. Grantor shall maintain the Property in good condition and promptly perform all repairs,
replacemeants, and maintenance necessary to preserve its value, B :

Compliance With Environmental Laws. Grantor represents and warrants to Lender that: (M8} _:DUr.i‘r'ig the period of
Grantor's ownership of tha Property, there has been no use, gemeration, manufacture, storage, ‘treatment, disposal,
release or threatened release of any Hazardous Substance by any persen on, under, aboit or from the Property;
{2} Grantor has no knowledge of, or reason to believe that there has been, excapt as previousty dlsclosed to and
acknowledged by Lender in writing, (a) any breach or violation of any Environmentsl Laws,.” (bl any use,
generation, manufacture, storage, treatment, disposal, release or threatened release of any Hazardous Substance
on, under, sbout or from the Property by any prior owners or occupants of the Property, o (¢) any actual or
threatened litigation or cleims of any kind by any person relating to such matters; and {3} Except'as previolsly
disclosed to and acknowledged by Lender in writing, (a) neither Grantor nor any tenant, contractor, agént.or other
autharized user of the Property shall use, generate, manufacture, store, treat, dispose of or release any Hazarddus
Substance on, under, about or from the Property; and (bl any such activity shail be conducted in compliance with™,
all applicable federal, state, and local laws, regulations and ordinances, including without: limitation=all :
Environmental Laws. Grantor authorizes Lender and its agents to enter upon the Property to. make<such
inspections and tests, at Grantor's expense, as Lender may deem appropriate to determine compliance of thes
Property with this section of the Deed of Trust. Any inspections or tests made by Lender shall be fof, Lehdet's -
purposes only and shall not be construed to create any respensibility or liability on the part of Lender to Grantor sy
to any other person. The representations and warranties contained herein are based on Grantor's due diligenge‘in -
investigating the Property for Hazardous Substances. Grantor hereby (1) releases and waives any futura claims
against Lender for indemnity or contribution in the event Grantor becomes liable for cleanup or other costs under
any such laws; and (2) agrees to indemnify, defend, and hold harmless Lender agamst anv and all claims, losses,
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Jiabilities, damages, penalties, and expenses which Lender may directly or indirectly sustain or suffer resulting from
i" a.Breach of this section of the Deed of Trust or as a consequence of any use, generation, manufacture, storage,
~digposal, release or threatened release occurring prior to Grantor's ownership or interest in the Property, whether
of notthie, same was of should have been known to Grantor. The provisions of this section of the Deed of Trust,
_)lnciudlng the ‘obligation to indemnify and defend, shall survive the payment of the indebtedness and the satisfaction
{and reconveyance of the lien of this Deed of Trust and shall not be affected by Lender’s acquisition af any interest
"'rn the Property, whether by foreclosure or otherwise.

Nuusam:e Wasta . Grantor shall not cause, cenduct or permit any huisance hor commit, permit, or suffer any
stripping-of ef waste on or to the Property or any portion of the Property. Without fimiting the generality of the
foregoing,-Grantor will not remove, or grant tg any other party the right to remove, any timber, minerals {including
oil and gasi ‘coal, clav, scoria, soil, gravel or rock products without Lender's prior written consant.

Removaf of Impr_ovemen_ts. Grantor shall not demolish or remove any Improvements from the Real Property
without Lender'é prior wriiten consent. As a condition to the removal of any Improvements, Lender may require
Grantor to make arrangements satisfactory to Lender to replace such Impravements with Improvements of at least
equal value. ’ 3

Lender's nght to Enter Le"nd__e; and Lender's agents and representatives may enter upon the Real Property at all
reascnable times to attenq----to“ﬂLender's interests and to inspect the Real Property for purpeses of Grantor's
compliance with the terms ar\d conditiong of this Deed of Trust,

Compliance with Gavernmental Requlremants Grantar shall promptly comply, and shall promptly cause
compliance by all agents tenants Of-other persons or entities of gvery nature whatsoever who rent, lease or
otherwise use or occupy the. Praperty in any manner, with all laws, erdinances, and regulations, now or hereafter
in effect, of all governmental authorities applicable to the use or occupancy of the Property. Grantor may contest
in good faith any such Iaw, ordinance, or regulation and withhold compliance during any proceeding, including
appropriate appeals, so long® as Grantor has, notified Lender in writing prior to doing so and so long as, in Lender's
sole opinion, Lender's interests in, the Property are not jeopardized. Lender may require Grantor to post adequate
security or a surety bond, reasonab_l_y satisfactory to Lender, to protect Lender's interest,

Duty to Protect. Grantor agrees’naither to ghandon or leave unattended the Property. Grantor shall do all other
acts, in addition to thase acts set.forth abtve in this section, which from the character and use of the Property are
reasonably necessary 1o protect and’'presgrve the Property.

DUE ON SALE - CONSENT BY LENDER. ‘Lender may, at Lender's option, (A) declare immediately due and payable ali
sums secured by this Deed of Trust or (B} ‘incréase the“interest rate provided for in the Credit Agreement or other
decument evidencing the Indebtedness and impase such other conditions as Lender deems appropriate, upoen tha sale or
transfer, without Lender's prior written consent, ofall-0r 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;
whether legal, beneficial or equitable; whether volumary or involuntary; whether by outright sale, deed, installment sale
contract, land contract, contract for deed, leasehold interest with a term greater than three {3} years, lease-option
contract, or by sale, assignment, or transfer ¢f ariy beneficial interest in or to any land trust holding title to the Real
Property, or by any other method of conveyance of an‘interest in thi. Real Property. However, this option shall not be
exercised by Lender if such exercise is prehibited by federal law or*by Washington law.

TAXES AND LIENS. The following provisions relating to the taxes and l|ens on the Property are part of this Deed of
Trust: -

Payment. Grantor shall pay when due {and in alf events prlor 10 dellnquency} all taxes, special taxes, assessments,
charges (including water and sewen), fings and |mposmons devied agalnst or on accceunt 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 liens having prierity over or squal té-the interest of Lender under this Deed of
Trust, except for the lien of taxes and assessments not due, except for, the Existing Indebtedness referred to
below, and except as otherwise provided in this Deed of Trust. ;

Right to Contest. Grantor may withhold payment of any tax, assessment “or “elaim in connectian with a good faith
dispute over the obligation to pay, so long as Lendei's interest in‘the Property is-not Jeopardized If a lien arises or
is tiled as a result of nonpayment, Grantar shall within fifteen {15}-days affer the lien arises or, if a lien is filed,
within fifteen (15) days after Grantor has notice of the filing, secure the dis¢harge cf the lien, or if requested by
Lender, deposit with tender cash or a sufficient corporate surety bond or other secufity satisfactory to Lender in an
amounit sufficient to discharge the lien plus any costs and attorneys' fees, jor other.charges that could accrue as a
result of a foreclosure or sale under the len. In any contest, Grantof, shal! defend itsetf and Lender and shall
satisfy any adverse judgment befare enforcement against the Property. Grantor shall name Lender as an additional
obligee under any surety bond furnished in the contest proceedings. - E

Evidence of Payment. Grantor shall upon demand furnish to Lender satisfactory ewdence of payment of the taxes
or assessments and shall autharize the appropriate governmental official to delwer to Lender at any time a written
statement of the taxes and assessments against the Property. ; : .

Notice of Construction. Grantor shall notify Lender at least fifteen {15} days before & y workAs commenced any
services are furnished, or any materials are supplied to the Property, it any meachanic™s lien; matenalmen s lien, or
other lien could be asserted on account of the work, services, or materials. Grantor will upon request of Lender
furnish to Lender advance assurances satisfactory to Lender that Grantor can and wl pay the.. cost of such
improvements. J

PROPERTY DAMAGE INSURANCE. The following provisions relating to inswing the Property are a part of th|s Peed of
Trust.

Maintenance of Insurance. Grantor shall procure and maintain policies of fire insurance with s"tandard ext‘en‘ded
coverage endorsements on a fair value 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 favor of Lender, together with such ather hazard and liability insurance as Lender may reasonably require, =
Policies shall be written in form, amounts, coverages and basis reasonably acceptable to Lender and“issued by'a
company of companies reasonably acceptable to Lender. Grantor, upon request of Lender, will deliver. to Lendes
from time to time the policies or certificates of insurance in form satisfactory to Lender, including stipulations that:
coverages will not be cancelled or diminished without at least ten (10) days prior written notice 1o Lender."Eath .
insurance policy also shalf include an endorsement providing that coverage in favor of Lender will not be' impaijred -
in any way by any act, omission or defauli of Grantor or any other 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 maximum amount of Grantar's credit line
and the full unpaid principal balance of any pricr liens on the property securing the locan, up to the maximum policy .~
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; '_lj__rriire"‘?,et under the National Flood Insurance Program, or as otherwise required by Lander, and to maintain such
'insdrance for the term of the loan.

- Apphcat:on of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the Property. Lender may
make procaf of Ioss if Grantor fails to do so wuthm fn‘teen {15) days of tha casualty. Whether ar not Lender's
;ﬁ._the proceeds 10 the reduction of the Indebtedness, paymant of any lien 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 destrayed [mprovements in a manner satisfactory to Lender. Lender shall, upon
satlsfactorv prom‘ ‘of such expenditure, pay or reimburse Grantor from the proceeds for the reasonable cost of
repair or restoration:if Grantor is not in default under this Deed of Trust. Any proceeds which have not been
disbursed w;thm 180" days after their receipt and which Lender has not committed to the repair or restoration of
the Property shall be’ «ised first to pay any amount owing to Lender under this Deed of Trust, then to pay accrued
interest,”and the temainder, if any, shall be applied to the principal balance of the Indebtedness. If Lender holds
any proceeds after payment in full of the Indebtedness, such proceads shall be paid without interest to Grantor as
Grantor's interests'may appeat.

Compliance with Exlstmg Indebtedness During the period in which any Existing Indebtedness described below is
in effect, corpliance ‘with the insurance provisions contained in the instrument evidencing such Existing
Indebtedness shall constitute cémpliance with the insurance provisions under this Desed of Trust, to the extent
comptiance with the terms of this Deed of Trust would canstitute a duplication of insurance requiremsent. If any
proceeds from the insuranceé become payable on loss, the provisions in this Deed of Trust far division of proceeds
shali apply only to that pﬂl’tIOﬂ of. the proceeds not payable to the hotder of the Existing Indebtedness.

LENDER'S EXPENDITUHES, I Grantor fails [A) to keep the Property free of all taxes, liens, security interests,
encumbrances, and other claims; (B) to provide any required insurance on the Property, (C) to make repairs to the
Property or to comply with arny obilgatloh to maintain Existing Indebtednass in good standing as required below, then
Lender may do so. If any action.or. proceedmg is commenced that would materially affect Lender's interests in the
Property, then Lender on Grantor's behalf may, but is not required to, take any action that Lender believes to be
appropriate to protect Lender's intsrests’ Al expenses incurred or paid by Lender for such purposes will then bear
interest at the rate charged under theé Credrt Agreement from the date incurred or paid by Lender to the date of
repayment by Grantor. Ali such expenses will beéome a part of the Indebtedness and, at Lender's aption, will {A) he
payable on demand; (B} be added to the: balance of the Credit Agreement and be apportioned among and be payable
with any installment payments to become due'during’either (1) the term of any applicable insurance policy; or {2} the
remaining term of the Cradit Agreement; or {C}-be‘treated as a balloon payment which will be due and payable at the
Credit Agreement's maturity. The Deed of Trust also will'secure payment of these amounts. The rights provided for in
this paragraph shail be in addition to any othsr rights .or any ramedies to which Lender may be entitled on account of
any default. Any such action by Lender shall ‘not.: be .construed as curing the default so as to bar Lender from any
remedy that it otherwise would have had.

WARRANTY: DEFENSE OF TITLE. The followmg prowsmns relating to ownership of the Property are a part of this Deed
of Trust:

Titla. Grantor warrants that: (a) Grantor holds"-.geod and marketable title of record to the Praperty in fee simple,
free and clear of all liens and encumbrances other than those set farth in the Real Property deseription or in the
Existing Indebtedness section below or in any title insurante policy,title report, or final title opinion issued in favor
of, and accepted by, Lender in connaction with this Deed of Trust, and {b} Grantor has the futl right, power, and
authority to execute and deliver this Deed of Trust to Lender :

Dgfanse of Titls. Subject to the exeeption in the paragraph abbve, Grantor warrants and will forever defend the
title to the Praperty against the lawful claims of all persons. In the evérit.any action or proceeding is commenced
that questions Grantor's title or the interest of Trustee or Lénder under-this Deed of Trust, Grantor shall defend the
action at Grantor's expense. Grantar may be the nominal party in such proceeding, but Lender shall be entitled to
participate in the proceeding and to be represented in the pmceedmg by counsel of Lender's own choice, and
Grantor will deliver, or cause to be delivered, to Lender such mstrurnents as Lender may requast from time to time
to permit such participation. 3 A

Compliance With Laws. Grantor warrants that the Property and Grantor s ause of the Property complies with afl
existing applicable laws, ordinances, and regulations of governmentali authormes =

Survival of Promises. All promises, agreements, and statements Grantor has made in this Deed of Trust shall
survive the axecution and delivery of this Deed of Trust, shall be contmumg in natufe; and shall remain in full force
and effect until such time as Grantor's indebtedness is paid in full. .

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

Existing Lien. The lien of this Deed of Trust securing the Indebtedness may be secondary and inferior to an
existing lien. Grantar expressly covenants and agrees to pay, or see to the payment of, the: Existing Indebtedness
and to prevent any default on such indebtedness, any default under the |nstruments ewden ng’ such indebtedness,
or any default under any security documents for such indebtedness. <

No Moadification. Grantor shall nat enter into any agreement with the holder of eny mortgage, deed of trust, or
other security agreement which has priority over this Deed of Trust by which that dgreement is modified,
amended, extended, or renewed without the prior written consent of Lender. Grantor” shall néither.request nor
accept any future advances under any such security agreement without the prior written con_sent'ef Lende_r

CONDEMNATION. The following provisions relating ta condemnation proceedings are a part of t‘his' I_Z_lee_;:l"ef_-'-rrueg:

Proceedings. 1t any proceeding in condemnation is filed, Grantor shall promptly notify Lender .in writing. and
Grantor shall promptly take such steps as may be necessary to defend the action end obtainithe award,.-Grantar
may be the nominal party in such proceeding, but Lender shall be entitled ta participate in the preceedmg and to'be
represented in the proceeding by counsel of its own choice all at Grantor's expense, and Grantor will: deliver or
cause to be delivered to Lender such instruments and dogcumentation as may be requested by Lend from_ tg_me to_h._
time to permit such participation.

Application of Net Proceeds. if all or any part of the Property is condemned by emingnt domain proceedmgs ar by
any proceeding or purchase in lieu of condemnation, Lender may at its election require that all or any portion of-the:
net proceeds of the award ba applied to the Indebtedness or the repair or restoration of the Property: THe netr .
proceeds of the award shall mean the award after payment of all reasonable costs, expenses, and attorngys’ feas
incurred by Trustee or Lender in connection with the condemnation, S

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

Current Taxes, Fees and Charges. Upon request by Lender, Grantor_shall execute such documents in addition to )
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_:thrs Deed of Trust and take whatever other action is requested by Lender to perfect and continue Lender's lien on

“th#& Real Property. Grantor shall reimburse Lender for all taxes, as described below, together with all expenses

~ingurred in. recording, perfecting or continuing this Deed of Trust, including without limitation all taxes, fees,
q.ocumentary 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 upen this type of
iDised of Trust or upon all or any part of the Indebtedness secured by this Deed of Trust; (2} a specific 1ax on
‘Grantor which Grantor is authorized or required to deduct from payments on the Indebtedness secured by this type
of Deed of Trust; (3) a tax on this type of Deed of Trust chargeable against the Lender or the holder of the Credit
Agreement; ang-= (4) a specific tax on ail or any portion of the Indebtedness or on payments of principal and
interest ma’de by Grantor.

Subsequent Taxes +If any tax to which this section applies is enacted subsequent to the date of this Deed of
Trust, this event:shall-have the same effect as an Event of Default, and Lender may exercise any or all of its
available remedies for an:Event of Default 8s provided below unless Grantor either (1) pays the tax befare it
becomes dellnquem, of {2} contests the tax as provided above in the Taxes and Liens section and deposits with
Lender cash or.a sufflelent 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 Security Agreement to the extent any of the Property
constitutes fixtures, arid Lénder’ shall have all of the rights of a secured party under the Uniform Commercial Code
as amended from time 16 tlme

Security Interest. Upon request by Lender, Grantor shall take whatever action is requested by Lender to perfect
and continue Lender's security :nterest in the Personal Preoperty. In addition to recording this Deed of Trust in the
real property records, Lender may, it any time and without further authorization from Grantor, file executed
counterparis, copies ot reproguctions of this Deed aof Trust as a financing staterment. Grantor shall reimburse
Lender far all expenses incurred.-in perfecting or continuing this security interest. Upon defadlt, Grantor shall not
remove, sever or detach the Pe__r.s:on_ef' Property from the Property. Upon default, Grantor shail assemble any
Personal Property not affixed to”the” Praperty-in a manner and at a place reasanably convenient to Grantor and
Lender and make it available to’ l.ender wnth:_'.three (3) days after receipt of written demand from Lender to the
extent permitted by applicable law.~ :

Addresses. The mailing addresses 0{ Grantor {debtor) and Lender (secured party} from which information
concerning the security interest granted by this Deed of Trust may be obtained {each as required by the Uniform
Commercial Code) are as stated an the flrst page of this Deed of Trust.

FURTHER ASSURANCES: ATTORNEY-IN- FACT The following provisions relating 1o further assurances and
attorney-in-fact are a part of this Dead of Trust: .

Further Assurances. At any time, and from‘time to time, upen request of Lender, Grantor will make, execute and
deliver, or will cause to be made, executed or 'de'li:vered, to Lender or to Lender's designee, and when requested by
Lender, cause to be filed, recorded, refiled, or refecorded, as.the case may be, at such times and in such offices
and places as Lender may deem appropriate, any and all such mortgagses, deeds of trust, security deeds, security
agreements, financing statements, continuation stetementsr ‘instryrnents of further assurance, certificates, and
other documents as may, in the sole opinion of Lender, be,fiecessary or desirable in order to effectuate, complete,
perfect, continue, or preserve (1} Grantor's obligations under the Credit Agreement, this Deed of Trust, and the
Related Documents, and (2) the liens and security_interests  created by this Deed of Trust an the Property,
whether now owned or hereafter acquired by Granter. Unless:prohibited by law pr Lender agrees ta the contrary in
writing, Grantor shall reimburse Lender for all costs and expenses mcurred in conngction with the matters referred
to in this paragraph. S

Attorney-in-Fact. If Grantor fails to do any of the things referred 1o in the precedmg paragraph, Lender may deo so
far and in the name of Grantor and at Granter's expense. For su_eh purpoges, Grantor hereby irrevecably appoints
Lender as Grantor's attorney-in-fact for the purpase of making, ex9cuting,"delivering. filing, recarding, and doing all
other things as may be necessary or desirable, in Lender's sole: oplmon e aceemplish the matters referred to in
the preceding paragraph. o :

FULL PERFORMANCE. [f Grantor pays all the Indebtedness when due, termingtes the credrt line account, and ptherwise
performs all the obligations imposed upon Grantor under this Deed of Trust, Ledder shall-execute and defiver to Trustee
a request for full reconveyance and shall execute and deliver to Grantor suitable statements of termination of any
financing statement on file evidencing Lender's security interest in the Rents .and the:"Personal Property. Any
reconveyance fee shail be paid by Grantor, if permitted by applicable law. The granteein any reconveyance may be
described as the "person or persons legally entitled thereto”, and the recitals in the reconveyance of any matters or
facts shall be conclusive proof of the truthfulness of any such matters or facts, s e

EVENTS OF DEFAULT. Grantor will be in default under this Deed of Trust if any of the follow g happen: (A} Grantor
commits fraud ar makes a material misrepresentation at any time in connection with. the Qredrt’"Agre‘ernent. This can
include, for example, a false staterment about Grantor's income, assets, liabilities, or-any pther atpects of Grantor's
tinancial condition. (B} Grantor does not meet the repayment terms of the Credit Agreeffignt. (€) -Grantor's action or
inaction adversely affects the collateral or Lender's rights in the collateral. This can include, for example, failure to
maintain required insurance, waste or destructive use of the dwelling, faiture to pay taxes, déath of all persdis liable on
the account, transfer of title or sale of the dwelling, creation of a senior fien on the dwelling Without: Lender's
permission, foreclosure by the holder of another lien, or the use of funds or the dwelling for prohibited-purpoees

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

Election of Remedies. All of Lender's rights and remedies wili be cumulative and may be exercused alone or
together. An election by Lender to choose any one remedy will not bar Lender from using any*other remedy. If
Lender decides to spend money or to perform any of Grantor's obligations under this Deed of Trust, after Grantor'ss.
failure to do so, that decision by Lender will not affect Lender's right to declare Grantor in default and, o exercrse :
Lender's remedies, : v

Accelerate Indebtedness. Lender shall have the right at its option to declare the entire Indebtedness :i'rprne_d kt_é'lyf
due and payable. L S
Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have the right to exercise it§

power of sale and to foreclose by notice and saie, and Lender shall have the right to foreclose by Judrr:lat-"
foreclosure, in either case in accordance with and to the full extent provided by applicable law. L

UGCC Remedies. With respect to all or any part of the Personal Property, Lender shall have all the rights and

remedies of a secured party under the Uniform Commercial Code Mﬂ

Skagit Coynt i
Aud
6/25/2008 p, ge y itor

Sof  811:3sam




DEED OF TRUST
{Continued] Page 6

'Collect Rents. Lender shall have the right, without notice to Grantor to take possession of and manage the

~Property and collect the Rants, including amounts past due and unpaid, and apply the net proceeds, over and
Above-Lender's costs, against the Indebtedness. In furtherance of this right, Lender may require any tenant or

“other user of the Property to make payments of rent or use fees directiy to Lender. If the Rents are collected by
Eender, then:Grantor irrevocably designates Lender as Grantor's attorney-in-fact to endorse instruments received in
spayment thiereof in the name of Grantor and to negotiate the same and collect the proceeds. Payments by tenants
~of. pther users to Lender in response to Lender's demand shall satisfy the obligations for which the payments are
‘made, whether or not any proper grounds for the demand existed. Lender may exercise its rights under this
sybparagraph either in person, by agent, or through a receiver.

Appdirit Receiver.. Lender shall have the right to have a receiver appointed to take possession af all or any part of
the Property: with ‘the power to protect and preserve the Property, to operate the Proparty preceding or pending
foreclosure of sale, dnd to collact the Rents from the Property and apply the proceeds, over and above the cost of
the recéivership, against.the Indebtedness. The receiver may serve without bond if permitted by law. Lender's
right to the appointment af a receiver shall exist whether or not the apparent value of the Property exceads the
Indebtedness bv & substantlal amount. Employment by Lender shall not disqualify a person from serving as a
receiver, o

Tenancy at Sufferance If 'G_r_antor remaing in possession of the Property after the Property is sold as provided
above or Lender otherwise bacomes entitled to possession of the Property upon default of Grantar, Grantor shall
become 2 tenant at sufferance of Lender or the purchaser of the Property and shall, at Lender's option, either (1)
pay a reascnable rental for the use of the Property, or (2) vacate the Property immediately upon the demand of
Lender. ;

Other Romadias. Tru‘stee"or 'Lender éhall have any ather right or remedy provided in this Deed of Trust or the
Credit Agreement or avaﬂabte at Iaw orin equity.

Notice of Sala. Lender shal! give Gran’(or 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 ather intended dispasition of the Pargonal Property is to be
made. RAsasonable notice shall.mean-notice given at least ten (10) days before the time of the sale or disposition.
Any sale of the Persanal Propertv may be made in conjunction with any sale of the Real Property.

Sale of the Property. To the extent permutted by applicable law, Grantor hereby waives any and ali rights to have
the Property marshalled. In exercising-its rights and remedies, the Trustee or Lender shall be free to sell all or any
part of the Property together or separately, in one sale or by separate sales. Lender shall be entitled to bid at any
public sale on all ar any portion of the Prop‘eftv :

Attorneys' Fees; Expenses. |f Lender mstltutes anv sunt or action to enforce any of the terms of this Deed of
Trust, Lender shall be entitled to recover such Sk as the court may adjudge reasanable as attorneys' fees at trial
and upon any appeal. Whether or not any colrt-action is involved, and to the extent not prohibited by {aw, all
reasonable expenses Lender ingurs that inslender's opinion are necessary at any time for the protection of its
interest or the enforcemeant of its rights shall.bacome a part of the Indebtedness payable on demand and shall bear
interest at the Credit Agreement rate from the'date of the expenditure until repsid. Expenses covered by this
paragraph include, without limitation, however ‘subject to any limits under applicable law, Lender's attarneys' fees
and Lender's legal expenses, whether or nat“there is a lawsuit, including attorneys' fees and expenses for
bankruptey proceedings lincluding efforts to modify or vagdte any automatic stay or injunction), appeals, and any
anticipated post-judgment collection services, the cost’ of searchmg records, obtaining titie reports (including
foreclosure reports), surveyors' reports, and appraisal.fegs; title insurance, and fees for the Trustee, to the extent
permitted by applicable law. Grantor also will pay any"gourt costs; ir;l' addition to all other sums provided by law.

Rights of Trustee. Trustee shall have all of the rights an“c'i duties of"'Lender as set forth in this section.

POWERS AND OBLIGATIONS OF TRUSTEE. The following prowsnons relatmg t5- the powers and obligations of Trustee
(pursuant to Lender's ingtructions} are part of this Deed of Trust: :

Powers of Trustes. In addition to all powers of Trustes arising as a matter of"law Trustee shall have the power to
take the following actions with respect to the Property upon the written request of Lender and Grantor: (a) join in
preparing and fmng a map or plat of the Real Praperty, inciuding the dedication of streets or ather rights to the
public; (b) join in granting any easement or creating any restnctlon onthe’ Real- Property; and (¢} join in any
subordination or other agreement affecting this Deed of Trust or the mterest of Lender under this Deed of Trust.

Obligations to Notify. Trustee shall not be obligated to notify any other party of & pendmg sale under any other
trust deed or lien, or of any action or proceeding in which Grantor, Lender, or Trustee shall be a party, unless
reguired by applicabie law, or unless the action ot proceeding is brought by Trustee S

Trustes. Trustee shall meet all qualifications required for Trustee under appllcable Iaw ‘in addition to the rights
and remadies set forth above, with respect to ail or any part of the Praperty, the:Trustee shall have the right to
fareclose by notice and sale, and Lender will have the right to foreclose by ]uclmlal foreclosure, in either case in
accordance with and to the full extent provided by applicable law. ;

"Successor Trustes. Lender, at Lender's option, may from time to time appoint a sdc:cesébr T'rustée to any Trustee
appointed under this Deed of Trust by an instrument executed and acknowledged. by Lender and recorded in the
office of the recorder of SKAGIT County, State of Washington. The instrument stiall confain; ir addition to all
other matters required by state law, the names of the ariginal Lender, Trustee, and Grantor, the Book and page of
the Auditor's File Number where this Deed of Trust is recorded, and the name and address’of .thigsuccessor
trustee, and the instrument shall be executed and acknowledged by Lender or its successofs’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 Trust and by applicable law. This procedure for subsntutlon oi Trustee shall
gavern 1o the exclusion of all other provisions for substitution. . . a

NOTICES. Subject to applicable law, and except for notice required or allowed by law to be given 'in ancther ma’nn’er,
any notice required to be given under this Deed of Trust, including without limitation any notice of default and “any
notice of sale shall ba given in writing, and shall be effective when actually delivered, when actualiy received byh._
telefacsimile (unless otherwise required by law), when deposited with a nationally recognized avernight courier, or, i °
mailed, when deposited in the United States mail, as first class, certified or registered mail postage prepaid, directed to »
the addresses shown near the beginning of this Deed of Trust. All copies of notices of foreclosure from the holder.of -
any lien which has priority over this Deed of Trust shall be sent to Lender's address, as shown near the hegmnlng of
this Deed of Trust. Any person may change his or her address for notices under this Deed of Trust by giving ‘tormal .~
written notice to the other person or persons, specifying that the purpose of the notice is to change the person's:” .
address. For notice purposes, Grantor agrees to keep Lender informed at all times of Grantor's current addregs, .
Subject to applicable law, and except for notice required or allowed by law to be given in another manner, if thare is
more than ana Grantor, any notice given by Lender to any Grantor is deemed to be notice given to all Grantors. |t will

be Grantor’'s respansibility to tell the athars of the notice from Lender.
2008062500 ' 1
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MISCELLANEOUS PROVISIONS. The following miscellanecus provisions are a part of this Deed of Trust:

Amendmants What is written in this Deed of Trust and in the Related Documents is Grantor's entire agreement
.~ with Lender. concerning the matters covered by this Deed of Trust. To be effective, any change or amendment to

this. Deed ‘of Trust must be in writing and must be signed by whoever will be bound or obligated by the change or
;amendment

'fCapuon Headmgs Caption headings in this Deed of Trust are for convenience purposes only and are not to be
used to initerpret-or define the provisions of this Deed of Trust.

Merger, Therexsha'll be no merger of the intarest ar estate created by this Deed of Trust with any other interest or
estate in the Property at any time held by or for the benefit of Lender in any capacity, without the written consent
of Lender, .7

Govermng Law Thrs DPeed of Trust will be governed by federal law applicable to Lender and, to the extent not
preempted by federal‘law; 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.

No Waiver bv__.Lender Grantor understands Lender will not give up any of Lender's rights under this Deed of Trust
unless Lender:does s in wfiting, The fact that Lender delays or omits to exercise any right will not mean that
Lender has given up that right, = If Lender does agree in writing to give up one of Lender's rights, that does not
mean Grantor will not have to comply with the other provisions of this Deed of Trust, Grantor alse understands
that if Lender dees consent’to_a. £8guest, that does not mean that Grantor will not have to get Lender's consent
again if the situation” happens again:. Grantor further understands that just because Lender consents to one or
more of Grantor's regoests, that does not mean Lender witl be required to consent to any of Grantor's future
requests. Grantor warvesxpresentmer}t demand for payment, protest, and natice of dishonor.

Saverability. If a court finds that arty -provision of this Deed of Trust is nat valid or should not be enforced, that
fact by itself will not mean that the rest of'this Deed of Trust will not be valid or enforced. Therefore, a court will
enforce the rest ¢f the provlsmns of thrs Deed of Trust even if a provision of this Deed of Trust may be found to be
invalid or unenforceable. [

Successors and Assigns. Subject te‘f’anv limitations stated in this Deed of Trust on transfer of Grantar's intarest,
this Deed of Trust shall be binding upgn-dnd inufe to the benefit of the parties, their successors and assigns. |If
ownership of the Property becomes:Vested-in_a person other than Granter, Lender, without notice to Grantor, may
deal with Grantor's successors with-referénce to this Deed of Trust and the Indebtedness by way of forbearance or
extension without releasing Grantor from'tHé obligations of this Deed of Trust or liability under the Indebtedness.

Time is of the Essence. Time is of the essente in the pearformance of this Deed of Trust.

Waiver of Homestead Exemption. Gran“tqr: her"e'b.y'releases and waives all rights and benefits of the homestead
exemption laws of the State of Washington as to'all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The following words shall have the fdi:lowing meanings when used in this Deed of Trust:
Beneficiary. The ward "Beneficiary" means Skagrt State Bank, and its successors and assigns.

Borrower, The word "Borrower” means BRUCE W MEGARD SR and includes all co-signers and co-makers signing
the Credit Agreement and all their successors and assrgns ’

Crodit Agreement. The words "Credit Agreement” mean the credlt agreement dated June 18, 2008, with credit
limit of $56,000.00 from Grantor to Lender, together with all renewals of, extensions of, modifications of,
refinancings of, consolidations of, and substitutions for the promlssory note or agreement. NOTICE TO GRANTOR:
THE CREDIT AGREEMENT CONTAINS A VARIABLE INTEREST RATE, .=

Deed of Trust. The words "Deed of Trust" mean this Deed of Trust ameng Grantor, Lender, and Trustee, and
includes without limitation all assignment and security mterest provusmns relatmg to the Personal Property and
Rents. ;i

Environmental Laws. The words "Enviranmental Laws” meén any gnd k_;a'l'. state, federal and local statutes,
regutations and ordinances relating te the protection of human hesalth :or the.gnvironment, including without
limitation the Comprehensive Environmental Response, Compensation, afid Liability Act of 1980, as amended, 42
U.8.C. Section 9601, et seq. ("CERCLA"), the Superfund Amendments and Reauthorjzation Act of 1986, Pub. L.
No. 99-499 {"SARA"), the Hazardous Materials Transportation Act, 49 U.S, C. Sectidn ‘1801, et seq., the Resource
Conservation and Recovery Act, 42 U.5.C. Section 6901, et seq., or other applrcable state or federal laws, rules,
or regulations adopted pursuant thereto. .

Event of Default. The words "Event of Default" mean any of the events of default set forth in this Deed of Trust in
the events of default section of this Deed of Trust. :

Existing Indsebtedness. The words "Existing Indebtedness™ mean the rndebtedness descrrbed i the Existing Liens
provision of this Deed of Trust. .

Grantor. The word "Grantor” means BRUCE W MEGARD SR.

Hazardous Substances. The words "Hazardous Substances" mean materials that) becauee of‘their quantity,
concentration or physical, chemical or infectious characteristics, may cause or pose a preserit or’ potential hazard
to human health or the environment when improperly used, treated, stored, disposed of; generated manufactured,
transported or otherwise handled. The words "Hazardous Substances" are used in theii’ vefy broadegst sense and
include without limitation any and all hazardous or toxic substances, materials or wastesas defined by or listed
under the Environmentat Laws. The term "Hazardous Substances” also includes, without Iirni't’atjeh,__p'etroléi.rm and
petroleum by-praducts or any fraction thereof and asbestos. . S R

Improvements, The word "Impravements" means all existing and future improvements, burldmgs, strucfur'es,
mobile homes affixed on the Real Property, facilities, additions, replacements and other constructlo "'on the Real
Property. :

Indabtedness. The word "Indebtedness" means all principal, interest, and other amaounts, costs':' ahd ex’pense‘é
pavable under the Credit Agreement or Related Documents, together with all renewals of, extepsions of; ¢
modifications of, consalidations of and substitutions for the Credit Agreement or Related Documents and. any
amounts expended or advanced by Lender to discharge Grantor's obligations or expenses incurred by Trustee oF .
Lender ta enforce Granter’s obligations under this Deed of Trust, together with interest on such amounts as
provided in this Deed of Trust. i

Lender. The word "Lender" means Skagit State Bank, its successors and assigns. The words "successor_s _pr’“
assigns” mean any person or company that acquires any interest in the Credit Agreement.

Personal Property. The words "Personal Property” mean all equipment, fixtures, and other articles of persnnal
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; / pfopefty now or hereafter owned by Grantor, and now or hereafter attached or affixed to the Real Property;

¢ < together with all accessions, parts, and additions to, all replacements of, and all substitutions for, any of such

_properiyi-and tagether with all issues and profits thereon and proceeds {including without limitation all insurance
proceeds and refunds of premiums) from any sale or other disposition of the Property.

;,Propertv The word "Property” means collectively the Real Property and the Personal Property.

:f'_ReaI Property The words "Real Property” mean the real property, interests and rights, as further described in this
'Deed of Trust

ReIated Doc.uments The words "Related Documents" mean all promissory notes, credit agreements, loan
agreements, erivironmental agreements, guaranties, security agreements, mortgages, deeds of trust, security
deeds, coliateral mortgages, and ali other instruments, agreements and documents, whather now or hereafter
existing, executed in connectmn with the Indebtedness.

Rents. The wrd FIents" means all present and future rents, revenues, income, issues, royalties, profits, and
other benefits denved from the Property.

Trustes. The word 'Trustee means Land Title Company of Skagit Caunty, whose mailing address is P O Box
445, Burlmgton VA 98233 and any substitute or successor trustees.

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

GRANTOR:

BAUCE W MEGARD SA—

INDIVIDUAL ACKNOWLEDGMENT
STATE OF k)ﬂﬁf/&)@'w
} S8

COUNTY OF _ S AEAT o )

On this day before me, the undersigned Notary Public, personally appeared BRUCE W MEGARD SR, personally known
to me or proved to me on the basis of satisfactory evidence to be tha individual described in and who executed the
Deed of Trust, and acknowledged that he ar she signed the Deed of Trust as his or her free and voluntary act and deed,
for the uses and purposes thergin mentioned.

Gwerﬂundar my hand and official seal this 20 ‘H‘ day of w LUNE 2008

B

Y
/ 1
Notary Public in and‘jr the Statﬂ; _M'

: Residing at NT VEZD, A

My cd‘mmission expires 7"]"0?

u} 7-4-2009

REQUEST FOWW NVEVANCE

To: Trustee

The undersigned is tha legal owner and holder of all indebtedness secured by this Deé“d 6f Trust. You are hereby
requested, upon payment of all sums owing to you, to reconvey without warranty, to the persons entitled thereto, the
right, title and interest now held by you under the Deed of Trust.

Date: X, Boneﬁciaiy:
" lts:

LASER PRO Lending, Ver. 5.40.00.003 Copr. Harland Financial Solutions, Inc. 1997, 2008 AII nghts Reserved. -
WA MACFNALPL\GO1.FC TR-16401 PR-30 N .
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