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THIS DEED OF TRUST is dated December 22, 1999 among MELDRUM E BATES, AS HIS
SEPARATE PROPERTY whose address is 6014 CENTRAL AVE, ANACORTES, WA 98221
("Grantor"); Skagit State Bank, whose mailing ‘address is MAIN OFFICE, 301 E FAIRHAVEN
AVE, P O BOX 285, BURLINGTON, WA 98233 (referred to below sometimes as "Lender" and
sometimes as "Beneficiary"); and LAND TITLE COMPANY-OF SKAGIT COUNTY, whose
mailing address is P O BOX 445, BURLINGTON, WA 98233 (referred to below as "Trustee”).
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‘CONVEYANCE AND GRANT. For valuabie consideration, Grantor conveys to Trustee in trust with power of sale, right
/ of eniry and possession and for the benefit of Lender as Beneficiary, all of Grantor's right, tile, and interest in and to the
“following described 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 utiliies
with ditch or irrigation rights); and all other rights, royalties, and profits relating to the real pro erty, including without limitation
all minerals, oil, gas, geothermal and similar matters, (the "Real Property") located in Skagit County, State

of Washin-g}on;

LOTS 45 AND “46, "DEWEY BEACH ADDITION NO. 2.", AS PER PLAT RECORDED IN
VOLUME 6 OF “PLATS, PAGE 13, RECORDS OF SKAGIT COUNTY, WASHINGTON.
SITUATE IN. THE COUNTY OF SKAGIT, STATE OF WASHINGTON,

The Real Property--"ér"'ilé:_ address is commonly known as 6014 Central Ave., Anacortes, WA
98221. The Real Property tax identification number is P-65038.

Grantor hereby assigfis as security t6-Lender, afl of Grantor's right, title, and interest in and to all leases, Rents, and profits of
the Properly. This assignmernit is recorded in accordance with RCW 65.08.070; the lien created by this assignment is intended
‘o be specific, perfected and choate upon the recording of this Dead of Trust. Lender grants to Grantor a license to collect
the Rents and profits, which.license may-be revoked at Lender's oplion and shall be automatically revoked upon acceleration

of il or part of the Indebteiiir_l__es's.__.--"

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.IS GIVENAND ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. ~--E-Xcepf"as"o!herwise provided in this Deed of Trust, Grantor shall pay to Lender all
amounts secured by this Deed of Trust as they become due, and shall strictly and in a timely manner perform alf of Grantor's
obligations under the Note, this Deed of Trust, and.the Related Documents.

POSSESSION AND MAINTENANCE OF THE f?ROPE"RTY. Grantor agrees that Grantor's possession and use of the Property
shall be governed by the following provisions::. - &

Possesslon and Use. Until the cccurrence. of an Event-of Defauit, 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 privilege is a
license from Lender to Grantor automatically'revoked-tpon default). The following provisions relate to the use of the
Property or to other limitations on the Property, The-Real Property is not used principally for agricultural purposes,

Duty to Maintain. Grantor shall maintain the 'P;of;_edy in good condition and promptly perform all repairs, replacements,
and maintenance necessary to preserva its value,

Compliance With Environmental Laws. Grantor represents and*warrants to Lender that: (1} During the period of
Grantor's ownership of the Property, there has been no use;‘generation, manufacture, storage, treatment, disposal,
release or threatened release of any Hazardous Substance by any person on, under, about or from the Property; (2)
Grantor has no knowledge of, or reason to believe that there has:been, except as previously disclosed to and
acknowledged by Lender in wriling, (a} any breach criviolation of gny Environmerital Laws, (b) any use, generafion,
manufaclure, storage, treatment, disposal, release or threaténed release of any Hazardous Substance on, under, about
or from the Properly by any prior owners or occupants of the Property, or (c) any actual or threatened litigation or
claims of any kind by any person relating to such matters; and. (3} Exgept as previously disclosed to and acknowledged
by Lender in writing, (a) neither Grantor nor any tenant, contractor, agent or other authorized user of the Property shall
use, generate, manufacture, store, treat, dispose of or release any:Hazardous ‘Substance on, under, about or from the
Property; and (b} any such activity shall be conducted in compliange with all applicable federal, state, and local laws,
reguiations and ordinances, including without limitation all Envirénimental Laws. Grantor authorizes Lender and its
agents to anter upon the Property to make such inspections and'iests, at Grantor's expense, as Lender may deem
appropriate to determine compliance of the Property with this section of the Desd of Trust. Any inspections or tests
made by Lender shall be for Lender’s purposes only and shall not be consirued to-create any responsibility or liability on
the part of Lender to Grantor or to any other person. The representations and warranties contained herein are based on
Grantor's due diligence in fnvestigating the Property for Hazardous Substances. Granter hereby (1) releases and
waives any fulure claims against Lender for indemnity or contribution in the évent Granfor.becomes llable for cleanup or
other costs under any such laws; and (2) agrees to indemnify and hold harrless Lender against any and all claims,
losses, liabilities, darnages, penallies, and expenses which Lender may directly or indireétly. Sustain or suffer resutting
from a breach of this section of the Deed of Trust or as a consequence of any use, géngration, manufacture, storage,
disposal, release or threatened release occurring prior to Grantor's ownership or interestn the Property, whether or not
the same was or should have been known to Grantor. The provisions of this section of the Degd of Trust, including the
cbligation to indemnify, 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 of any interest-in tHe Propery, whether by
foreciosure or otherwise, ~ i

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance nor commit, permit; or-$dffer any stripping of
or waste on or to the Property or any portion of the Property. Without limiting the generality f the foregoing; ‘Grantor will
not remove, or grant to any other party the right to remove, any timber, minerals (includirg ofl gnd gas), coal, clay,
scoria, sail, gravel or rock preducts without Lender’s prior written consent.

Removal of Improvements. Grantor shall not demolish or remove any Improvements from the R_eal"”Pi-bpgrt'yz y\;"tt_hout
Lender’s prior written consent. As a condition to the removal of any Improvements, Lender may requird’ Graritor4: make
arrangements salisfactory to Lender to replace such improvements with improvements of at least eqtial vatue. k

Lender’s Right to Enter. Lender and Lender's agents and representatives may enter upon the Re'fal a;P'ro;:'J'edy at-all
reasonable times to attend to Lender’s interests and e inspect the Real Propery for purposes of Grantor's compliance. ™
™ with the ferms and conditions of this Deed of Trust. A

Compliance with Governmental Requiremenis. Grantor shall promptly comply, and shall promptly cause gompliance
by all agenis, tenants or other persons or entities of every nature whatsoever who rent, lease or otherwise use of oceupy !
the Properly in any manner, with all laws, ordinances, and regulations, now or hereafter in effect, of all governmentaf
authorifies applicable to the use or occupancy of the Property. Grantor may contest in good faith any such aw,s .
ordinance, or regulation and withhold compliance during any proceeding, including appropriate appeals, so long as
Grantor has nofified 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, reasonably

satisfactory to Lender, to protect Lender's interast.
19991 ZMJ“ y
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:"I:J___r.ltj'r'jo Protect. Grantor agrees neither to abandon nor leave unattended the Property. Grantor shall do all other acts,
+ ;.An addilion to those acts set forth above in this section, which from the character and use of the Property are reasonably
" necessary-o protect and preserve the Property.

‘T.AXES AND’LI‘ENS. The following provisions relating to the faxes and liens on the Property are part of this Deed of Trust:

Payment. Grantor shall pay when due (and in all events prior to delinquency) all taxes, special taxes, assessments,
charges (including water and sewer), fines and impositions levied against or on account of the Property, and shall pay~
when due-all 'claims for work dong on or for services rendered or material furnishad to the Property. Grantor shall
maintain the Progerty free of all liens having priority over or equal to the interest of Lender under this Deed of Trust,
except for the lien.of taxes and assessments not due and except as otherwise provided in this Deed of Trust.

Right to Contest. Grantor may withhold payment of any tax, assessment, or claim in connection with a good faith
dispute gver 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-result of nonpayment, Grantor shall within fifteen (15) days after the lien arises or, if a lien is filed, within fifeen
(15) days after Grantor-hgs motice of the filing, secure the discharge of the lien, or if requested by Lender, deposit with
Lender cash or a sufficiert, corporate surety bond or other security salisfactory fo Lender in an amount sufficient to
discharge the lien plus any costs and attorneys’ fees, or other charges that could accrue as a result of a foreclosure or
sale under the lien.” Inany contest, Grantor shall defend iiself and Lender and shall satisfy any adverse judgment before
enforcement against the:Property.”. Grantor shall name Lender as an additional obligee under any surety bond furnished

in the contest proceedings.

Evidence of Payment. Gi’é_ntor,_shall upon demand furnish to Lender satisfactory evidence of payment of the taxes or
assessments and shall-authorize the appropriate governmental official to deliver to Lender at any lime a written statement
of the taxes and assessments against the Property.

Notice of Construction. Grantor shall notify Lender at least fifieen (15) days before any work Is commenced, any
services are furnished, or any materials.are supplied to the Property, if any mechanic’s lien, materiaimen’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.fo Lefider that Grantor can and will pay the cost of such impravements.

PROPERTY DAMAGE INSURANCE. The"follbwing provisions relating o insuring the Property are a part of this Deed of
Trust, o e .

Maintenance of Insurance. Grantor-shall procure and maintain policies of fire insurance with standard extsnded
coverage endorsements on a fair value basis. for the full insurabie value covering all Improvements on the Real Property
in an amount sufficient to avoid application of @ny:coinsurance clause, and with a standard morlgagee clause in favor of
Lender, together with such other hazard arid liability jnsirance as Lender may reasonably require. Policies shall be
written in form, amounts, coverages and basis reasonably ‘acceptable to Lender and issued by a company or companies
reasonably acceplable to Lender. Grantor, upon request of Lender, will deliver to Lender from time to fime the policies
or ceriificates of insurance in form satisfactory o Lender, including sfipulations that coverages will not be cancefied or
diminished without at least thirty (30) days prior Written nofice 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 defauft
of Grantor or any other person. The Real Property:js or will be lgcated in an area designated by the Direcior of the
Federal Emergency Management Agency as a specialflood hazard‘area. Grantor agrees to oblain and maintain Federal
Flood Insurance, if available, for the full unpaid principal balafide of the.loan and any prior iens on the property securing
the loan, up to the maximum policy limis set under the Natienial:Flood insurance Program, or as otherwise required by
Lender, and to maintain such insurance for the ferm of the loan:” s

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the Properly. Lender may
make proof of loss if Grantor fails to do so within fifteen (15) days-of the casualty. Whether or not Lender's security is
impaired, Lender may, at Lender’s election, receive and retain:the proceeds ot any insurance and apply the proceeds fo
the reduction of the Indebledness, payment of any lien affecling the Property, or the restoration and repair of the
Property. If Lender elects to apply the preceeds to restoration and repaif, Grantor shall repair or replace the damaged or
destroyed Improvements in a manner salisfactory to Lender, Lendér shall, upon satisfaciory proof of such expenditure,
pay or reimburse Grantor from the proceeds for the reasonable costiof repair-or:restoration if Grantor is not in default
under this Deed of Trust. Any proceeds which have not been disbursed within“180 days after their receipt and which
Lender has not committed to the repair or restoration of the Properiy.shall bé used first to pay any amount owing to
Lender under this Deed of Trust, then to pay accrued interest, and the reriaindgf, it-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 appear. & 7 o

Unexpired Insurance at Sale. Any unexpired insurance shall inure to the béné_fit of, ahd--‘ba_ss_lo, the purchaser of the
Property covered by this Deed of Trust at any trustee’s sale or other sale held underthe provisions of this Deed of Trust,
or at any foreclosure sale of such Property. A

LENDER’S EXPENDITURES. If Grantor falls (A) fo keep ihe Property free of all takes, liens; security interests,
encumbrances, and other claims, (B) fo provide any required insurance on the Properly,ior (C) fo rhake repairs to the
Property then Lender may do so. If any action or proceeding is commenced that would materially aftect'Lender’s interests in
the Property, then Lender on Grantor's behalf may, but is not required to, take any action- that-Lendér befieves to be
appropriate to protect Lender’s interests. All expenses incurred or paid by Lender for such purposes wilk then bear interest at
the rafe charged under the Note from the date incurred or pald by Lender to the date of repayment by Grantor. All such
expenses will become a part of the Indsbtedness and, at Lender's option, will (A} be payable on demand;. (B) be added to
the balance of the Note and be apportioned among and be payable with any installment payments o’ beécome due during
either (1} the term of any applicable insurance policy; or (2) the remaining term of the Note; or (C) betréated-as 4 balloon
payment which will be due and payable at the Note's maturity. The Property alse will secure payment of these ambunts, The
rights provided for in this paragraph shall be in addition to any other rights or any remedies to which Lender miay he entilled
on account of any default. Any such action by Lender shall not be construed as curing the default so as to'bar Léndér from
any remedy that it otherwise would have had. S w

WARRANTY; DEFENSE OF TITLE. The following previsions relating to ownership af the Property are a pait qf'this_Deed of
Trust: b i

Title. Grantor warrants that: (a) Grantor holds good and marketable title of record to the Property in fea simple, frée. :
and clear of all liens and encumbrances other than those set forth in the Real Property description orin any title -
insurance policy, tille report, or final fitle opinion issued in favor of, and accepled by, Lender in connection with this Desd
of Trust, and () Grantor has the full right, power, and autherity to execute and deliver this Deed of Trust to Lender. :

Defense of Title. Subject to the exception in the paragraph above, Grantor warrants and will forever defend the fitle to™ ..
the Properly against the lawful claims of all persens. In the event any action or proceading 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 fo participate in the

proceeding and to be represented in the proceeding by counsel of Lender's own choice, and Grantor will deliver, or -

UL
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:" __ca'tl_§e to be delivered, to Lender such instruments as Lender may request from time to time to permit such participation.
Compliance With Laws. Grantor warrants that the Property and Grantor's use of the Property complies with all existing

-~-"ap.plic’§_b}l:elgws, ordinances, and regulations of governmental authorities.

_Sun’ii'\iaf OSIIEromises. All promises, agreaments, and statements Grantor has made in this Deed of Trust shall survive
< the execution and delivery of this Deed of Trust, shall be continuing in nature and shall remain in full force and effect until
* sUch time_las_Grantor’s Indebtedness is paid in full.

CONID_EMN.AT'!:_QN'. .&The-& following provisions relating fo condemnation preceedings are a part of this Deed of Trust:

Proceedings. |f'any proceeding in condemnation is filed, Grantar shall promptly notify Lender in writing, and Grantor
shall promptly lake: such steps as may be necessary to defend the acfion and obtain the award. Grantor may be the
nominal‘party in:such proceeding, but Lender shall be entifled to participate in the proceeding and to be represented in
the proceeding. by colnsel 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 from time to time io permit such
participation.

Application of Net Proceeds:. I all or any part of the Property is condemned by eminert domain proceedings or by any
proceeding or. purchase. in igu.of condemnation, 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, -FE_ES AN’DI,C_I,-I,AR_GES BY GOVERNMENTAL AUTHORITIES. The following provisions relating to
governmental taxes, fees and charges are & part of this Deed of Trust:

Current Taxes, Fees and:Charges. Upon request by Lender, Grantor shall exscuie such documents in addition to this
Deed of Trust and take whatever other actian is requested by Lender to perfect and confinue Lender's liens on the Real
Property. Grantor shall reimburse Lendef for all faxes, as described below, together with all expenses incurred in
recording, perfecting or confinuing: this-Deed of Trust, inciuding 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 lype of Deed of
Trust or upon all or any part of the” Indetitadness $ecured by this Deed of Trust; (2) a specific tax an Grantor which
Grantor is authorized or required to-deduct from payments on the indebtedness secured by this type of Deed of Trusk
{3) ataxon this type of Deed of Trust thargeable against the Lender or the hoider of the Note; and (4) a specific tax on
all or any portion of the Indebtedness or onpayments of principai and interest made by Granter.

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 as provided below unless Grantor either (1) pays the tax before it becomes delinquert, 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 relafing to this Deed of Trust as a security
agreement are a part of this Deed of Trust: e :

Security Agreement. This instrument shall constitute a Se_ctjri_ty-kg'reément to the extent any of the Property constitutes
fixtures or other personal property, and Lender shall have all of the rights of a secured party under the Uniform
Commercial Code as amended from time to tima. S s

Security Interest. Upon request by Lender, Grantor shall execute financing statements and take whatever other action
is requested by Lender to perfect and continue Lenders security interest”in the Personal Property. In addition to
recording this Deed of Trust in the real properly records, Lender may, at-ariytime and without further authorization from
Grantor, file executed countarparts, copies or reproductians of this Deed of Trust as a financing statement. Grantor shall
reimburse Lender for all expenses incurred in perfecting or continuing this secirity interest. Upon default, Grantor shall
assemble the Personal Property in a manner and at a place reasanably convenient to Grantor and Lender and make it
available to Lender within three (3) days after receipt of written demand.from Lender.

Addresses. The mailing addresses of Grantor {debtor} and Lender'(é.ecure'd party} f_réi‘n which information congerning
the security interest granted by this Deed of Trust may be obtained (each as requifed by the Uniform Commarcial Code)
are as stated on the first page of this Deed of Trust. S Pl

FURTHER ASSURANCES; ATTORNEY-IN-FACT., The following provisiéné relatiné___."to further assurances and
attorney—in—fact are a part of this Deed of Trust: R B

Further Assurances. At any time, and from fime to time, upon request of Lendsr, Grantor will make, execute and
defiver, or will cause 1o be made, executed or delivered, o Lender or to Lender's desigriee, and when requested by
Lender, cause to be filed, recorded, refiled, or rerecorded, as the case may be, at such times and:jn such offices and
places as Lender may deem appropriate, any and ali such morlgages, deeds: of trust, .secufity deeds, security
agreements, financing statements, continuation statemenis, instruments of further ‘assurarice,-certificates, and other
documents as may, in the sole opinion of Lender, be necessary or desirable in order to effectuats, complete, perfect,
confinue, or preserve (1) Grantor's obligations under the Note, this Deed of Trust, and the Related Dbcuments, and {2)
the liens and securily interests created by this Deed of Trust as first and prior liens on the Property; whether now owned
or hereafter acquired by Grantor. Unless prohibited by law or Lender agrees to the contraryin writing, Grantor shall
reimburse Lender for all costs and expenses incurred in connection with the matters refesred to in:this paragraph.

Attorney-in-Fact. If Grantor fails to do any of the things referred to in the preceding paragraph, Lefidsr may dao so for

and in the name of Grantor and at Grantor's expense. For such purposes, Grantor herehy irrevocably appoints Lender

as Grantor's attorney—in—fact for the purpose of making, executing, delivering, filing, recording, and dcifig all-tthertHings

as may be necessary or desirable, in Lender's sole opinion, to accompfish the matters referred fo inthe preceding

paragraph. . R
FULL PERFORMANCE. If Grantor pays all the Indebtedness when due, and otherwise performs all the obligations imposed.”.
wpon Grantor under this Deed of Trust, Lender shall execute and deliver 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 shall be paid by Grantor, if pérmitted by .
applicable law. The grantee in any reconveyance may be described as the "person or persons legally entifled thereto® and’ |
the recitals in the reconveyance of any matters or facts shall be conclusive proof of the truthfulness of any such matters ar -
facts.

EVENTS OF DEFAULT. AtLender’s option, Grantor will be in default under this Deed of Trust if any of the following hapber}:
Payment Default. Grantor faiis to make any payment when due under the Indebtedness. ’ &
Break Other Promises. Grantor breaks any premise made to Lender or fails to perform promptly at the time and strictly

PR
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:"in th'e manner provided in this Deed of Trust or in any agreement related to this Deed of Trust.

Trust, the Note or |n any of the Related Documents. [f such a failure is curable and if Grantor has not been given a
noticeof @.bfeach of the same provision of this Deed of Trust within the preceding twelve (12) months, it may be curad
fand no Eveént:of Default will have occurred) if Grantor, after Lender sends written notice demanding cure of such failure:
{a) cures the failure within fifteen (15) days; or (b} if the cure requires more than fifleen (15) days, immediately iniliates\
sleps sufficient to cure the failure and thereafter confinues and completes all reasonable and necessary steps sufficient
te producé compliance as soon as reasonably practical,

Defaull..oﬁukothe_r.. Féy_menis. Failure of Grantor within the time required by this Deed of Trust to make any payment for
taxes or insuranoe, or any other payment necessary to prevent filing of or to effect discharge of any lien.

False Staiements Any representation or statement made or furnished to Lender by Grantor or on Grantor's behalf
under this Deed of Trust, the Note, or the Related Documents is false or misleading in any material respect, either now or
at the time made or fr.trnlehed

Defective Collaleré'lulzaiuloh. “ThIS Deed of Trust or any of the Related Documents ceases to be in full force and effect
(including failure of any ool[atera! document to create a valid and perfected security interest or lien) at any fime and for
any reason. . .

Death or Insolvency. The death of any Grantor, the insclvency of Grantor, the appointment of a receiver for any part of
Grantor's property, any assignment for the benefit of creditors, any type of creditor workeut, or the commencement of
any proceeding under ary ban_kruptcy or insolvency laws by or against Grantor.

Taking of the Property.” Any creditor or governmental agency tries to take any of the Property or any other of Grantor's
property in which Lender has a'lien. This:includes taking of, garnishing of or levying on Grantor's accounts with Lender.
However, if Grantor disputes:in good faifh whether the claim on which the taking of the Property is based Is valid or
reasonable, and if Grantor gives Lender'written nofice of the claim and furnishes Lender wnh monies or a surety bond
satisfactory to Lender to satasfy the clalm, then ‘this defauli provision will not apply.

Breach of Other Agreement. Any breaoh by Grantor under the terms of any cther agreement between Grantor and
Lender that is not remedied withiri ary grace period provided therein, including without limitation any agreement
concerning any indebtedness or other“obligation of Grantor to Lender, whether existing now or later.

Evenis Affecting Guarantor. Any of the precedmg events occurs with respect to any guarantor, endorser, surety, or
accommodation party of any of the Indébtedness or any guarantor, enderser, surely, or accommodation pariy dies or
becomes incompetent, or revokes or dlspute_e the validity-of, or liability under, any Guaranty of the Indebtedness .

Insecurity. Lender in good faith believes itself insecure. .

RIGHTS AND REMEDIES ON DEFAULT. |f an-Event of Default occurs under this Deed of Trust, at any time thereafter,
Trustee or Lender may exercise any one or more of: fhe following rights and remedies:

Accelerate Indebtedness. Lender shall have the’ right at its option to declare the entire Indebtedness immediately due
and payable, including any prepayment penalty which Granier would be required to pay.

Foreclosure. With respect to all or any part of the Real Property,‘ihe Trustee shall have the right to exercise its power of
sale and to foreclose by nofice and sale, and Lender shall have:the right to foreclose by judicial foreclosure, in either
case in accordance with and fo the full extent provided by app!roab]e Iaw

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

Collect Rents. Lender shail have the right, without notlce to Grantor o' take: possession of and manage the Property
and collect the Rents, inciuding amounts past due and unpaid, and applythe net proceeds, over and above Lender's
cosls, 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 directly to Lender. If the Rents are collected by Lender, then Grantor irevocably
designates Lender as Grantor's attorney-in—fact to endorse instruments received in payment thereof in the name of
Grantor and to negotiate the same and collect the proceeds, Payments by lenants or other users to Lender in response
to Lender's demand shall satisfy the obiigations for which the payménts are made; whether or not any proper grounds
for the demand existed. Lender may exercise its righls under this subparagraph eﬂher in person by agent, or through a
receiver.

Appoint Receiver. Lender shall have the right to have a receiver appo:nied to take possessron of all or any part of the
Property, with the power to protect and preserve the Property, to operate the Froperty preceding or pending foreciosure
or sale, and to collect the Rents from the Property and apply the proceeds, overand above the:cost of the receivership,
against the Indebtedness. The receiver may serve without bond if permitted by Jaw.: Lerider's right to the appointment
of a receiver shall exist whether or not the apparent value of the Property exceeds lhe lﬂdebtedness by a substantial
amount. Employment by Lender shall not disqualify a person from serving as a receiver.

Tenancy at Sufferance. If Granior remains in possession of the Property after the Property is, sold as prowded above or
Lender otherwise becomes entilled to possession of the Property upon default of Granlor Grantor shail become a
tenant at sufferance of Lender or the purchaser of the Properly and shall, at Lender's optlon gither (1) pay a
reasonable rental for the use of the Property, or (2) vacate the Property immediately upon the demand of Lender.

Other Remedies. Trustee or Lender shall have any other right or remedy provided in this Deed of Tfust orthe Note or
by law.

Notice of Sale. Lender shall give Granter reasonable notice of the time and place of any pUblIC sale of the Personai
Property or of the time after which any private sale or other infended disposition of the Personal Proper‘ty is to.be made.
Reasonable notice shali mean notice given at least ten (10) days before the time of the sale or dlsposmon Any sale of
Personal Property may be made in conjunction with any sale of the Real Property.

Sale of the Properly. To the extent permitted by applicable law, Grantor hereby waives any and all nghts to have the
Property marshalled. In exercising its rights and remedies, the Trustee or Lender shall be free to sell ali or any part of the -

Property together or separately, in one sale or by separate sales. Lender shall be entifled to bid at any publrc sale on i
or any portion of the Property. ’

Attorneys’ Fees; Expenses. If Lender inslitutes any suit or action to enforce any of tha terms of this Deed of Trusi
Lender shali be entitled fo recover such sum as the court may adjudge reasonable as attorneys' fees at trial and upor
any appeal. Whether or not any court aclion is involved, and to the extent not prohibited by law, all reésonable.

expenses Lender incurs that in Lender's opinicn 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 dale of the expenditure until repaid. Expenses covered by this paragraph include, without limitation,
however subject to any limits under applicable law, Lender’s attorneys’ fees and Lender's legal expenses, whether or not

there is a lawsuit, including attorneys’ fees and expenses for bankruplcy proceedings (including efforts o modify or *
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vacate any automatic stay or injunction), appeals, and any anficipated post-judgment collection services, the cost of
;--sedrching records, obtaining title reports (including foreclosure reports), surveyors’ reports, and appraisal fees, fitle
© sinsurance, and fees for the Trustee, to the exient permitted by applicable law. Grantor also wil pay any court costs, in
additien-to"all other sums provided by law. A waiver by any party of a breach of 2 provision of this Deed of Trust shall
notconstitute a waiver of or prejudice the party’s rights otherwise to demand strict compliance with that provision or any

; ofher provision.

Ta_}R_I_ghts og.zTrdstee. Trustee shall have all of the rights and duties of Lender as set forih in this section.
POWERS AND-OBLIGATIONS OF TRUSTEE. The fcllowing provisions relating to the powers and obligations of Trustee

{pursuant to-’ender’s.instructions) are part of this Deed of Trusk:
Powers of Trustee. In addition to all powers of Truslee 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 filing a map 6ér plat'of the Real Property, including the dedication of streets or other rights to the public; (b) join in
granting any easement or.creating any restriction on the Rea! 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 Ip"Nol[fy;' Trustee shall not be obligated to notify any other party of a pending sale under any other frust
deed or lien, orof any action or preceeding in which Grantor, Lender, or Trustee shall be a party, unless required by
applicable faw, or unless'the actign or proceeding is brought by Trustee.

Trustee. Trustee shall meet all qualifications required for Trustee under applicable law. In addition ta the rights and
remedies set forth above, with-réspect to all or any part of the Property, the Trustee shall have the right to foreclose by
notice and sale, and Lerder will-have the right to foreclose by judicial foreclosure, in either case In accordance with and
to the full extent provided by applicable faw.

Successor Truslee. Lerder, at Lender's option, may from time to time appoint a successor Trustee to any Trustee

* appointed under this Deed of. Trust by’an inslrument executed and acknowledged by Lender and recorded in the offica
of the recorder of Skagit County, State-6f Washingten. The instrument shall contain, in addition to all other matters
required by state law, the names-of the original Lender, Trustee, and Grantor, the book and page or the Auditar’s File
Number where this Deed of Trust is'recorded, and the name and address of the successor trustee, and the instrument
shall be executed and acknowledged by Lender or.its successors in inferest. The successor trustes, without conveyance
of the Property, shall succeed to all the.litte, power, and dulies conferred upon the Trustee in this Deed of Trust and by
applicable law. This procedure for substifution of Trustee shall govern to the exclusion of all other provisions for
substitution. SR

NOTICES. Subject to applicable law, and except for notics required or allowed by law to be given in another manner, any
notice required to be given under this Deed of Trust, inchiding without fimitation any notice of default and any natice of sale
shall be given in writing, and shall be effective-when actually deliverad, when actually received by telefacsimile {unless
otherwise required by law), when deposited with a-natitnally recognized overnight courier, or, if mailed, when deposited in
the United States mail, as first class, cerfified or régistered mail postage prepaid, directed to the addresses shown near the
beginning of this Deed of Trusl. All coples of notices of foreclosure from the holder of any lien which has priority over this
Deed of Trust shall be sent to Lender's address, as shown near the beginning of this Deed of Trust. Any person may change
his or her address for nolices under this Dead of Trust by giving formal written nofice to the other person or persons,
specifying that the purpose of the notice is to changs thé person’s address. For notice purposes, Grantor agrees to keep
Lender informed at all times of Granter'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 morg than one Grantor, any notice given by Lender to any Grantor is
deemed to be notice given to all Grantors. It will be Grantor's responsibility to tefl the others of the nofice from Lender.

MISCELLANEOUS PROVISIONS. The folfowing miscellaneous prbvision_s_ are g part of this Deed of Trust:

Amendments. What is written in this Deed of Trust and In the Relatéd 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 wilt be Bound or obligated by the charge or amendment,

Caption Headings. Caption headings in this Deed of Trust are for convenience purposes only and are not to be used fo
interpret or define the provisions of this Deed of Trusl. Bom e

Merger. There shall be no merger of the interest or estate created b§'“this.Deéd.=of Trgét with any other interest or estate
in the Property at any fime held by or for the beriefit of Lender in any capagcity, without the written consent of Lender.

Governing Law. This Deed of Trust will be governed by and interpreted fn accortjﬁnce with federal law and the
laws of the State of Washington. This Deed of Trust has been accepted:by Lender'ip__.'the State of Washington.

No Waiver by Lender. Grantor understands Lender will not give up any of Lender's rights ander this Deed of Trust
urless Lender does so in writing. The fact that Lender delays or omits to exereise any.tight'will not mean that Lender
has given up that right. If Lender does agree in writing to give up one of Lender's righs, that does not mean Grantor will
not have to comply with the other provisions of this Deed of Trust. Grantor also understands that if Lender does consent
fo a request, that does not mean that Grantar will not have to get Lender's consent again if the-situation happens again.
Grantor further understands that just because Lender consents to cne or more of Granter’s requests, that does not mean
Lender will be required to consent to any of Grantor's future requests. Grantor waives presentment, demand for
payment, protest, and notice of dishonor, T S s

Severability. If a court finds that any provision of this Deed of Trust Is not valid or should not be enforced, that fact by
itself will not mean that the rest of this Desd of Trust will not be valid or enforced. Therefore; a:cott Wil énforce the rest
of the provisions of this Deed of Trust even if a provision of this Deed of Trust may be found - to*be-invalid or
unenforceable. L

Successors and Assigns. Subiect to any limitations stated in this Deed of Trust on transfer of Grantér's interest; this
Deed of Trust shall be binding upon and inure to the benefit of the parties, thelr successors and assigrs. t-owriership. of
the Property becomes vested in a person other than Grantor, Lender, without notice to Grantor, may deal with Grantor's
successors with reference to this Deed of Trust and the Indebtedness by way of forbearance or ‘Bxtension ‘withotit
releasing Grantor from the obligations of this Deed of Trust or liability under the Indebtedness. . o .

Time Is of the Essence. Time is of the essence in the performance of this Deed of Trust.

Walver of Homestead Exemption. Grantor hereby releases and waives all rights and benefits of the homéstead ©
exempfion laws of the State of Washington as to all indebtedness secured by this Deed of Trust. G s

DEFINITIONS. The following wards shall have the following meanings when used in this Deed of Trust:
Beneficiary. The word "Beneficiary” means Skagit State Bank, and its successors and assigns. )
Borrower. The word "Borrower” means MELDRUM E BATES, and all other persons and entities signing the Note.
Deed of Trust. The words "Deed of Trust" mean this Deed of Trust among Granter, Lender, and Trustee, and includes -
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] :"\._\_githﬁ_apt limitation alf assignment and securily interest provisions relafing to the Personal Property and Rents.
’ i Environmental Laws. The words “Environmental Laws" mean any and all state, federal and local stafutes, regulations

-4nd-ofdinances relating to the protection of human health or the environment, including without limitation the
Comprefiensive Environmenial Response, Compensation, and Liability Act of 1980, as amended, 42 U.S.C. Section
9801, et seq, "CERCLA"), the Superfund Amendments and Reautherization Act of 1986, Pub. L. No. 99-499 ("SARA"),
ihe Hazardous. Materials Transportation Act, 49 U.S.C. Section 1801, et seq., the Resource Conservalion and Recovery
Act, 42 LL5.C; Section 6901, et seq., or cther applicable state or federal laws, rules, or regulations adopted pursuant
thereto, .« »

Evenl 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.

Grantor: The word "Grantor” means MELDRUM E BATES.

Guaranty; The"Word__:"Gu-aranty“ means the guaranty from guarantor, endorser, surely, or accommodation parly to
Lender, including withoutimitation a guaranty of all or part of the Note.

Hazardous Substances. “The words "Hazardous Substances" mean materals that, because of their quanfity,
concentration ar physical, chemical or infeclious characteristics, may cause or pose a present or potential hazard to
human health ¢r the environmient when improperly used, treated, stored, disposed of, generated, manufactured,
transported or otherwise handled. The words "Hazardous Subslances" are used in their very broadest sense and
include without limitation any and all hazardous or toxic substances, materials or waste as defined by or listed under the
Environmental Laws, The. ferm "Hazardous Substances" also includes, without limitation, patroleum and pefroleum
by-products or any fragtion thérgof-and asbestos.

Improvements. The word_;'"l_m'proverh_en_ts" means all existing and future improvements, buildings, structures, mobile
homes affixed on the Real Property, fadilities, additions, replacements and other construction on the Real Properiy.

Indebtedness. The word "indebledness” means all principal, interest, and other amounts, costs and expenses payable
under the Note or Related Documenls, together with all remewals of, extensions of, modifications of, consolidations of
and substitutions for the Note or'Retatéd Documents and any amounts expended or advanced by Lender to discharge
Grantor's obligations or expenses incusted by Trustes 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.

Lender. The word "Lender" means Ské'git Stéte Bdnk, its successors and assigns. The words "sticcessors or assigns"
mean any person or company that acquifes any interest in the Note.

Note. The word "Nofe" means the promissory nofe” dated December 22, 1999, in the original principal
amount of $80,561,00 from Grantor to. Lender, together with all renewals of, extensions of, modifications of,
refinancings of, consolidations ¢f, and substitutions for.the promissory note or agreement.

Personal Property. The words "Parsonal Progerty™ mean all equipment, fixtures, and other ariicles of personal property
now cr hereafter owned by Granter, 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 property; and together with
all issues and profits thereon and preceeds (including.without limitation all insurance proceeds and refunds of premitims)
from any sale or other disposition of the Property. i

Property. The word "Property” means collectively the Real Préperty and:the Personal Property.

Real Property. The words "Real Property” mean the real--‘prqp'érty, intérésts and rights, as further described in this Deed
of Trust. P R

Related Documents. The words "Related Documents” mean éllpr‘qm‘issory-n.otes, credit agreements, loan agreements,
environmental agreements, guaranties, securily agreemenis;-morigades,. deeds of lrust, security deeds, coliateral
moartgages, and ali other insiruments, agreemenis and documenis, whether rnow or hereafter existing, executed in
connection with the Indebiedness. . L

Rents. The word "Rents" means all present and future rents, revenuss, income, issues, royalties, profits, and other
benefits derived from the Property. A

Trustee. The word "Trustee” means LAND TITLE COMPANY OF SKAGIT COUNTY, whsse malling address is P O BOX
445, BURLINGTON, WA 98233 and any substitute or successor trustees. Ao T

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

GRANTOR:

MELDRUM E BATES,
Individually
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WSS 4
INDIVIDUAL ACKNOWLEDGMENT /& ‘

: e Erals G
STATEOF WASHINGTON ) 3t 4,
i f = AN G n
COUNTY OF SKAGIT " ) O 2
S Fagrns

On this day before me, the undersigned Notary Public, personally appeared MELDRUM E BATES, perscnally known to me or
proved to me on the basis:of safisfactory evidence to be ths individual described in and who executed the Deed of Trust, and
acknowledged that he or shz.signed the Deed of Trust as his or her free and voluntary act and deed, for the uses and
purposes therein mentioned. .. ™

Given under my hand éndioffic_iiél seal this AR ﬂd day of !&o e M;@ XN 19 9’9’

' ' d Residing at_ ™" &y, N&l/&‘)‘?m
Notary Public in and for the’ S;t_a‘l‘es_pf-é,g)ﬁ-_ My commission expires f(J ~D¢)- X750

REQUEST FOR FULL RECONVEYANCE
- CesT FOR

The undersigned is the legal owner and{“.heldéf'.t'gf--all ihd_éb!edness secured by this Deed of Trust. You are hereby requested,
upon payment of all sums owing to you; to-reconvey without warranty, to the persons entitled thereto, the right, fitle and

; Trustee

interest now held by you under the Deed of Trust.

- Date: Beneficiary:
: C By:
Its:
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