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LAND TILE COMPANY OF SKAGIT COUNTY

DEED OF TRUST

DATE: December 23 1999

Reference # (if apphcable) PA 91943—8‘_‘*_ Additional on page

Grantor(s):
1. FALKNER, GARY GLEN
2. FALKNER, SARA

Grantee(s)lASS|gneelBenef:CIary
Skagit State Bank, Benef:caary
LAND TITLE COMPANY OF SKAGIT COUNTY Trustee

Legal Description: A PTN OF W 1/2 OF SE1/4 3-34-2 EW.M. Additional on page
Assessor's Tax Parcel ID# P-19767 & P~115811

THIS DEED OF TRUST is dated December 23 1999, among GARY GLEN FALKNER,
HUSBAND OF SARA FALKNER AS HIS SEPARAT E. PROPERTY and SARA FALKNER, whose
address is 9645 PADILLA HEIGHTS RD, 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 sometlmes as "Lender“ and sometimes as
"Beneficiary"); and LAND TITLE COMPANY OF SKAGIT COUNTY whose mailing address is
PO BOX 445, BURLINGTON, WA 98233 (referred to below as "Trustee")




DEED OF TRUST Page 2
(Continued)

:;:%-E—QNVEYANCE 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
,_,;_‘__‘_fatlowihgf.dé's-@_ribgd 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 rights); and all other rights, royatties, and profits relating to the real property, including without limitation
all minerals, ofl, gas, geothermal and similar matters, (the "Real Property”) located In éKAGIT County, State

See EXHIBIT A-1, which is attached to this Deed of Trust and made a part of this Deed
of Trust as if fully set forth herein.

The RealPrOperty rlts address is commonly known as 9645 PADILLA HEIGHTS RD,
ANACORTES, WA 98221. The Real Property tax identification number is P-19767 &

REVOLVING LINE OF CREDIT. Specifically, in addition to the amounts specified in the Indebtedness definition, and
without limitation, this Deed of Trust secures a revolving line of credit,with a variable rate of interest, which obligates
Lender to make advances to-Grantor so long as Grantor complies with all the terms of the Credit Agreement and the
line of credit has not been' terminated;. suspended or cancelled; the Credit Agreement allows negative amortization.
Such advances may be made, repaid,-and.remade from time to time, subject to the limitation that the total outstanding
balance owing at any one time, not including finance charges on such balance at a fixed or variable rate or sum as
provided in the Credit Agreement, any temporary overages, other charges, and any amounts expended or advanced
as provided in either the Indebtedness paragraph or this paragraph, shall not exceed the Credit Limit as provided in
the Credit Agreement. It is the intention-of Grantor and Lender that this Deed of Trust secures the balance
outstanding under the Credit 'Agré‘é'iiazent from.time to time from zero up to the Credit Limit as provided in this Deed of
Trust and any intermediate balance:" Funds‘may be advanced by Lender, repaid, and subsequently readvanced. The
unpaid balance of the revolving line of credit may at certain times be lower than the amount shown or zero. A zero
balance does not terminate the line:of credit or.terminate Lender’s obligation to advance funds fo Grantor. Therefore,
the lien of this Deed of Trust will rem'-ai‘rl“jnre:ftli'l force and effect notwithstanding any zero bailance.

Grantor hereby assigns as security to Lender; all of Grantor's right, title, and interest in and to all leases, Rents, and profits of
the Property. This assignment is recorded in accordance with RCW 65.08.070; the lien created by this assignment is intended
to be specific, perfected and choate upon the recording of this Deed of Trust. Lender grants to Grantor a license to collect
the Rents and profits, which license may be revoked at.Lender's option and shall be automatically revoked upon acceleration
of all or part of the Indebtedness. LT

THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS
AND PERSONAL PROPERTY, IS GIVEN TO SECURE (A) PAYMENT OF THE INDEBTEDNESS AND (B)
PERFORMANCE OF EACH OF GRANTOR’S AGREEMENTS AND OBLIGATIONS UNDER THE CREDIT AGREEMENT,
THE RELATED DOCUMENTS, AND THIS DEED OF TRUST. THIS DEED OF TRUST IS GIVEN AND ACCEPTED ON THE
FOLLOWING TERMS: e

PAYMENT AND PERFORMANCE. Except as otherwise prqyiﬁq.:d*: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 all of Grantor’s
obligations under the Credit Agreement, this Deed of Trust, and ’f]:le Relafggéd_pocuments.

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

Possession and Use. Until the occurrence of an Event of Default, Grantor may " (1) remain in possession and contro! 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 upon default). The following provisions relate to the use of the
Property or to other limitations on the Property. The Real Property is not used principally for agricultural purposes.

Duty fo Maintain. Grantor shall maintain the Property in good conditi,gin :
and maintenance necessary to preserve its value.

_d-f‘ifi‘[_orﬁﬁflvQerform all repairs, replacements,

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 writing, (a) any breach or violation of any Environmental Laws, (b) any use, generation,
manufacture, storage, freatment, disposal, release or threatened release of any Hazardous Substance on, under, about
or from the Property 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) Except as previously disclosed o 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 Substanceé om; under, about or from the
Property; and (b) any such activity shall be conducted in compliance with all applicable-federal, state, and local laws,
regulations and 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 the Property with this section of the Deed of Trust. Any-inspections or tests
made by Lender shall be for Lender’s purposes only and shall not be construed to create any responsibility-or ligbility 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 investigating the Property for Hazardous Substances. Grantor hereby .(1) releases and
waives any future claims against Lender for indemnity or contribution in the event Grantor becomes fiable for cleanup or
other costs under any such laws; and (2) agrees to indemnify and hold harmless Lender against any and all claims,
losses, liabilities, damages, penalties, and expenses which Lender may directly or indirectly sustair or suffer resutting
from a breach of this section of the Deed of Trust or as a consequence of any use, generation, maﬁu_féc_turé;.‘_;;torag,_gaﬁ;”'-;&
disposal, release or threatened release occurring prior to Grantor's ownership or interest in the Property; whether or-not *
the same was or should have been known to Grantor. The provisions of this section of the Deed of Trust, including the
obligation to indemnify, shall survive the payment of the Indebtedness and the satisfaction and reconveyarice of the'lien
of this Deed of Trust and shall not be affected by Lender’s acquisition of any interest in the Property, whether: by
foreclosure or otherwise.

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance nor commit, permit, or suffer any stripping of .+
or waste on or to the Property or any portion of the Property. Without limiting the generality of the foregoing, Grantor will
not remove, or grant to any other party the right to remove, any timber, minerals (including oil and gas), coal, ‘clay,
scoria, soil, gravel or rock products without Lender’s prior written consent.
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BXMIBIT . : "A- PA-91943-S

DESCRIPTION:"

The West 8 rods of the South 35 rods of the Northwest % of the
Southeast ¥, and the West 8 rods of the North 7 rods of the
Southwest % of ~the Southwest % all in Section 3, Township 34
North, Range Zﬁﬁﬁﬁﬁﬁ”w.M., EXCEPT road along the South line
thereof, AND EXCEPT that portion, if any, lying North of a line
which is parallel to-and 5 rods South of the North line of the
Southwest % of the Northwest % of the Southeast X% of said
Section. | oW u |

Situate in the Countﬁféfﬁékggit, State of Washington.

PARCEL, "B":

The West 20 feet of the fblloﬁihg;@escribed property:

The West 3% of the South 357 rods of the Northwest % of the
Southeast ¥ and the West ¥ of the North 7 rods of the Southwest
i of the Southeast ¥ of Section-3; Township 34 North, Range 2
East, W.M., EXCEPT the West 8 rods thereof, EXCEPT County roads,
AND EXCEPT that portion thereof 1lying within the boundaries of
the following described tract: i |

Beginning at the South ¥ corner of “said Section 3;
thence North 0°31'38" East 1,217.4 feet;

thence South 89°28'22" East, 134 feet; ;o

thence North 0°31'38" East 481.60 feet, to the true point of
beginning; B T T

thence South 89°52'22" East 200 feet;
thence North 0°31'38" East 200 feet;
thence North 89°52'22" West, 200 feet; L

rhence South 0°31'38" West, 200 feet to the true point of

EXCEPT that portion thereof lying within theﬁﬁbjghwﬁéis feet of
said Southwest ¥ of the Northwest % of the Southeast. %

Situate in the County of Skagit, State of Washiﬂgtopf?

Y
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Removal of Improvements. Grantor shall not demolish or remove any Improvements from the Real Property without
- ‘Lender’s prior written consent. As a condition to the removal of any Improvements, Lender may require Grantor to make
¢ arrangements. satisfactory to Lender to replace such Improvements with Improvements of at least equal value.

':""::'Lenders nght to Enter. Lender and Lender's agents and representatives may enter upon the Real Property at all
reasonable times to attend to Lender’s interests and to inspect the Real Property for purposes of Grantor's compliance
W|th the terms and conditions of this Deed of Trust.

Compllance WIth Governmental Requirements. Grantor shall promptly comply, and shall promptly cause compliance
by all.agents, temants or other persons or entities of every nature whatsoever who rent, lease or otherwise use or occupy
the Property in any manner, with all laws, ordinances, and regulations, now or hereafter in effect, of all governmental
authorities.. applrcabte Ho:the use or occupancy of the Property. Grantor may contest in good faith any such law,
ordinance, or regulatron and withhold compliance during any proceedrng, including appropriate appeals, so long as
Grantor has notified Lender’in writing prior to doing sc 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 interest.

Duty to Protect.- Grantor agrees neither to abandon nor leave unattended the Property. Grantor shall do all other acts,
in addition to those acts set.forth above in this section, which from the character and use of the Property are reasonably
necessary to protect and preserve the Property. =

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

Payment. Grantor shall pay when d, *(and in all events prior to delinquency) all taxes, special taxes, assessments,
charges (including water-and: sewer) fmes and |mposmons levied against or on account of the Property, and shall pay
when due all claims for work done on or for services rendered or material furnished to the Property. Grantor shall -
maintain the Property free of all liens havrng priority over or equal to the interest of Lender under this Deed of Trusti,
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 rthhotd payment of any tax, assessment, or claim in connection with a good faith
dispute over the obligation to pay, s '*long as Lender's interest in the Property is not jeopardized. If a lien arises or is
filed as a result of nonpayment, Granter shall within fifteen (15) days after the lien arises or, if a lien is filed, within fifteen
(15) days after Grantor has notice of the-filing,. secure the discharge of the lien, or if requested by Lender, deposit with
Lender cash or a sufficient corporate surety bondor other security satisfactory to Lender in an amount sufficient to
discharge the lien plus any costs and attorneys fees, or other charges that could accrue as a result of a foreclosure or
sale under the lien. In any contest, Grantor shall defend: itself and Lender and shall satisfy any adverse judgment before
enforcement against the Property. Grantor shaII name Lender as an additional obligee under any surety bond furnished
in the contest proceedings. g

Evidence of Payment. Grantor 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 time a written statement
of the taxes and assessments against the Property

Notice of Construction. Grantor shall notify Lender at least flfteen (15) days before any work is commenced, any
services are furnished, or any materials are supplied to the Preperty, if. any mechanic’s lien, materialmen’s lien, or other
lien could be asserted on account of the work, services, or materials. Grantor will upon request of Lender furnish to
Lender advance assurances satisfactory to Lender that Grantor can and wrll pay the cost of such |mprovements

PROPERTY DAMAGE INSURANCE. The following provrsrons re!atrng to msurrng the Property are a part of this Deed of
Trust. _

Maintenance of insurance. Grantor shall procure and mamtam pohmes of fire insurance with standard extended
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 other hazard and fiability 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 or companies
reasonably acceptable to Lender. Grantor, upon request of Lender, will-deliver to Lender from time to time the policies
or certificates of insurance in form satisfactory to Lender, including stlpulatlons that coverages will not be cancelled or
diminished without at least ten (10) days prior written notice to Lender. anh 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 default
of Grantor or any other person. Should the Real Property be located in an area desrgnated by the Director of the
rederal 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 Iocated in a special flood
hazard area, for the full unpaid principal balance of the loan and any prior liens:on the property securing the loan, up to
the maximum pollcy limits set under the National Flood insurance Program, or as otherw eé"requrred by Lender, and to
maintain such insurance for the term of the loan. &%,

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the Property Lender may
make proof of loss if Grantor fails to do so within fifteen (15) days of the casualty. Whether or.riot Lender's security is
impaired, Lender may, at Lender’s election, receive and retain the proceeds of any insurance and apply the proceeds to
the reduction of the Indebtedness, payment of any lien affecting the Property, or the restorationf‘%-fand repair of the
Property. If Lender elects to apply the proceeds to restoration and repair, Grantor shall repair or replace the damaged or
destroyed Improvements in a manner satisfactory to Lender. Lender shall, upon satisfactory proof of such’ expend|ture
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 within 180 days after: therr foelpt ‘and. which
Lender has not committed to the repair or restoration of the Property shall be used first to pay any.-.amount owing to
Lender under this Deed of Trust, then to pay accrued interest, and the remainder, 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 prooeeds
shall be paid without interest to Grantor as Grantor’s interests may appear. L

Unexpired insurance at Sale. Any unexpired insurance shall inure to the benefit of, and pass to, the:purchaser of the
Property covered by this Deed of Trust at any trustee’s sale or other sale held under the provisions of this: Deed of Truat
or at any foreclosure sale of such Property. % .

Compiiance with Existing Indebtedness. During the period in which any Existing Indebtedness descnbed be[ow ;
effect, compliance with the insurance prowsmns contained in the instrument evidencing such Existing Indebtedness shallff
constitute compliance with the insurance provisions under this Deed of Trust, to the extent compliance with the terms of
this Deed of Trust would constitute a duplication of insurance requirement. If any proceeds from the insurance become
payable on loss, the provisions in this Deed of Trust for division of proceeds shall apply only to that portion of thesst‘”
proceeds not payable to the holder of the Existing Indebtedness.

LENDER’S EXPENDITURES. If 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 .
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Property or to comply with any obligation to maintain Existing indebtedness in good standing as required below, then Lender
-may do'so. If any action or proceeding 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 interests. All expenses incurred or paid by Lender for such purposes will then bear interest at the rate charged
“under the Credit Agreement from the date incurred or paid by Lender to the date of repayment by Grantor. All such expenses
will become a part of the Indebtedness and, at Lender’s option, will (A} be 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 Credit Agreement; or (C) be
treated as.a 'balloon payment which will be due and payable at the Credit Agreement’s maturity. The Property also will secure
payment of these:amounts. The rights provided for in this paragraph shall be in addition to any other rights or any remedies
to which Lender may 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 ctherwise would have had.

WARRAN'IE;V;‘?E)EFEI_\E;SE OFTITLE. The following provisions relating to ownership of the Property are a part of this Deed of
Trust: ‘

Title. Grantor warrants that: (a) Grantor holds good and marketable title of record to the Property in fee simple, free
and clear of all liens and encumbrances other than those set forth in the Real Property description or in the Existing
Indebtedness sectior. below or in any title insurance policy, title report, or final title opinion issued in favor of, and
accepted by, Lender in“connection with this Deed of Trust, and (b) Grantor has the full right, power, and authority to

execute and deliver this Deed of Trust to Lender.

Defense of Title. Subjectfo the exeception in the paragraph above, Grantor warrants and will forever defend the title to
the Property against the lawful claims of all persons. In the event any action or proceeding is commenced that questions
Grantor’s 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 nomingl party in such proceeding, but Lender shall be entitled to participate in the
proceeding and to be represented in the proceeding by counsel of Lender's own choice, and Grantor will deliver, or
cause to be delivered, to Lender such instruments as Lender may request from time to time to permit such participation.

Compliance With Laws. G‘::ra-ﬂ.i_.g-r:?wa:_rsféchs"::tkhat the Property and Grantor’s use of the Property complies with all existing
applicable laws, ordinances, and regulations of governmental authorities.

Survival of Promises. All prom‘iﬁ:ses-‘f agrg,e.m'é’ﬁ‘{'sf}ia-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 as Grantor’s Indebtedness is.paid in ult.

EXISTING INDEBTEDNESS. The following prewsnons 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. Grantor 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 instruments evidencing such indebtedness, or any default
under any security documents for such indebtedness.

No Modification. Grantor shall not enter into"any agreement with the holder of any mortgage, deed of trust, or other
security agreement which has priority over this Deed of Trust by which that agreement is modified, amended, exiended,
or renewed without the prior written consent of Lender. Grantor shall neither request nor accept any future advances
under any such security agreement without the prior written consent of Lender.

CONDEMNATION. The following provisions relating 1o cond%n*fﬁgtiﬁn pr&péit;dings are a part of this Deed of Trust:

Proceedings. If 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 and obtain the award. Grantor may be the
nominal party in such proceeding, but Lender shall be entitled to participate-in the proceeding 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 documentation as may be requested by Lender from time to time to permit such
participation. L '

Application of Net Proceeds. If all or any part of the Property is condemned by eminent domain proceedings or by any
proceeding or purchase in lieu of condemnation, Lender may at its-electionsrequire 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,-afid-attorneys’ fees incurred by Trustee
or Lender in connection with the condemnation.

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTH({)?Ri:l'IES. 'FE\Q{;foIIowing provisions relating 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 &xecute such documents in addition to this
Deed of Trust and take whatever other action is requested by Lender to perfect and continue Lender’s lien on the Real
Property. Grantor shall reimburse Lender for all taxes, as described below, together with all“expenses incurred in
recording, perfecting or continuing this Deed of Trust, including without limitation all taxes, fees, documentary stamps,
and other charges for recording or registering this Deed of Trust.

Taxes. The following shall constitute taxes to which this section.applies: (1) a specific tax'upon this type of Deed of
Trust or upon all or any part of the Indebtedness secured by this Deed of Trust; (2) “a"Specific tax on Grantor which
Grantor is authorized or required to deduct from payments on the Indebtedness secured by:this type of Deed of Trust;
(3) atax on this type of Deed of Trust chargeable against the Lender or the holder of the Credit Agreement; and (4) a
specific tax on all or any portion of the Indebtedness or on payments of principal and interest'made by Grantor:

Subsequent Taxes. If any tax to which this section applies is enacted subsequent to the date of this Deed of Trust, this
event shall have the same effect as an Event of Default, and Lender may exercise any or all of its available ,,ceﬁihgé‘:l;i:es for
an Event of Default as provided below unless Grantor either (1) pays the tax before it becomes delinquent,.or. (2)
contests the tax as provided above in the Taxes and Liens section and deposits with Lender cash or & sufficient
corporate surety bond or other security satisfactory to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions relating to this Deed of Trust asasecunty
agreement are a part of this Deed of Trust: S

Security Agreement. This instrument shall constitute a Security Agreement to the extent any of the Propéﬁtﬁ' cqu”sqﬁjgu't:; s
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 time. et

Security Interest. Upon request by Lender, Grantor shall execute financing statements and take whatever other action
is requested by Lender to perfect and continue Lender’s security interest in the Personal Property. In addition to
recording this Deed of Trust in the real property records, Lender may, at any time and without further authorization:from
Grantor, file executed counterparts, copies or reproductions of this Deed of Trust as a financing statement. Grantor shall
reimburse Lender for all expenses incurred in perfecting or continuing this security interest. Upon default, Grantor shall ¢
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assemble the Personal Property in a manner and at a place reasonably convenient to Grantor and Lender and make it
avaﬂable to Lender within three (3) days after receipt of written demand from Lender.

Addresses “The maliling addresses of Grantor (debtor) and Lender (secured party) from which information concerning
' the secunty mterest granted by this Deed of Trust may be obtained (each as requrred by the Uniform Commercial Code)
are as stated -on the first page of this Deed of Trust.

FURTHER ASSURANCES ATTORNEY—!N—FACT The following provisions relating to further assurances and™

Further Assurances At any lime, and from time to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause-to. be made, executed or delivered, to Lender or to Lender’s designee, and when requested by
Lender, cause to be frted recorded, refiled, or rerecorded, as the case may be, at such times and in such offices and
places as.lender" ‘may deem appropriate, any and all such morigages, deeds of trust, security deeds, security
agreements fmancmg statements, continuation statements, instruments of further assurance, certificates, and other
documents as may, in the" sole opinion of Lender, be necessary 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. Ilens and security interests created by this Deed of Trust on the Property, whether now owned
or hereafter acquired by Grantor:-:a}x Unless proh|b|ted by law or Lender agrees to the contrary in writing, Grantor shall
reimburse L.ender for all costs and‘: expenses incurred in connection with the matters referred to in this paragraph.

Attorney-in-Fact. If GrantOr falls to do any of the things referred to in the preceding paragraph, Lender may do so for
and in the name of Grantor.and.at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints Lender
as Grantor’s attorney—ln-fact for the’purpose of making, executing, delivering, filing, recording, and doing all other things
as may be necessary or desrrable, in Lenders sole opinion, to accomplish the matters referred to in the preceding
paragraph. - ;o

FULL PERFORMANCE. If Grant-or‘éapays atl the”,l;n'debtedness when due, terminates the credit line account, and otherwise
performs all the obligations imposed tipon Grartor-under this Deed of Trust, Lender shall execute and deliver to Trustee a
request for full reconveyance and shali-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 permitted by applicable law. The grantee in any reconveyance may be described as the "person or
persons legally entitled thereto”, and the recitals ln the-=_reconveyance of any matters or facts shall be conclusive proof of the
truthfulness of any such matters or facts. :

EVENTS OF DEFAULT. Grantor will be in defautt under this Deed of Trust if any of the following happen:

(1) Grantor commits fraud or makes a materlat mlsrepresentatron at any time in connection with the Credit Agreement.
This can include, for example, a false statement: about Grantors income, assets, liabilities, or any other aspects of Grantor’s
financial condition. i

(2) Grantor does not meet the repayment terms-o the Credit Agreement.

(3) 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, wasteor.destructive use of the dwelling, failure fo pay taxes, death of all
persons liable on the account, transfer of fitle or sale of:the dwethng, creation of a senior lien on the dwelling without our
permission, foreclosure by the holder of another lien, or the use of funds or the dwelling for prohibited purposes.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default gecurs under this Deed of Trust, at any time thereafter,
Trustee or Lender may exercise any one or more of the follownng rtghts and, remedles

Accelerate Indebtedness. Lender shall have the right at its optron to declare the entire Indebtedness immediately due
and payable. : . ”

Foreclosure. With respect {o all or any part of the Real Property, the Trustee shal{ have the right to exercise its power of
sale and to foreclose by notice and sale, and Lender shall have the right to forectose by judicial foreclosure, in either
case in accordance with and to the full extent provided by apptroable Iaw =

UCC Remedies. With respect to all or any part of the Personal Property Lender
a secured party under the Uniform Commercial Code. e

j atl_ have all the rights and remedies of

Coliect Rents. Lender shall have the right, without notice to Grantor to take possesswn of and manage the Property
and collect the Rents, including amounts past due and unpaid, and apply the net proceeds over and above Lender's
costs, against the [ndebtedness. In furtherance of this right, Lender may requrre any tenant or other user of the Property
to make payments of rent or use fees directly to Lender. If the Renis are collected by Lerider, then Grantor irrevocably
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 tenants or other users to Lender in response
to Lender’s demand shall satisfy the obligations for which the payments are made, whether or not any proper grounds
for the demand existed. Lender may exercise its rights under this subparagraph elther in person by agent or through a
receiver. o

Appoint Receiver. Lender shall have the right to have a receiver appointed to take possessm of all or ‘any part of the
Property, with the power to protect and preserve the Property, to operate the Property precedmg oF ‘-pendlng foreclosure
or sale, and to collect the Rents from the Property and apply the proceeds, over and above the cost of the receivership,
against the Indebtedness. The receiver may serve without bond if permitted by law. Lender's right to'the appointment
of a receiver shall exist whether or not the apparent value of the Property exceeds the Indebtedness by‘a substantlal
amount. Employment by Lender shall not disqualify a person from serving as a receiver. :

Tenancy at Sufferance. If Grantor remains in possession of the Property after the Property is sotd as provrded above or
Lender otherwise becomes entitled to possession of the Property upon default of Grantor, Grantor shall. beoome a
tenant at sufferance of Lender or the purchaser of the Property and shall, at Lender's optior; elther )y
reasonable rental for the use of the Property, or (2) vacate the Property immediately upon the demand of Lender

Other Remedies. Trustee or Lender shall have any other right or remedy provided in this Deed of Trust or the Credrt
Agreement or by law. . A

Notice of Sale. Lender shall give Grantor reasonable notice of the time and place of any public sale of the Person l-
Property or of the time after which any prrvate sale or other intended disposition of the Personal Property is to be-made. .
Reasonable notice shall mean notice given at least ten (10) days before the time of the sale or disposition. Any sale of
Personal Property may be made in conjunction with any sale of the Real Property. . ;

Sale of the Property. To the extent permitted by applicable law, Grantor hereby waives any and all rights to have't
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 entitied to bid at any public sale on-all
or any portion of the Property.

Attorneys’ Fees; Expenses. [f Lender institutes any suit or action to enforce any of the terms of this Deed of Trust,
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Lender shall be entitled to recover such sum as the court may adjudge reasonable as attorneys’ fees at trial and upon
any appeal. Whether or not any court action is involved, and to the extent not prohibited by law, all reasonable
-expenses Lender incurs that in Lender’s opinion are necessary at any time for the protection of its interest or the
+ enforcement of its rights shall become a part of the Indebtedness payable on demand and shall bear interest at the

Credit Agreement rate from the date 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 bankruptcy proceedings
+ (including' efforts to modify or vacate any automatic stay or injunction), appeals, and any anticipated post—judgment
“collection services, the cost of searching records, obfaining title reports (including foreclosure reports), surveyors’
reports,-and-appraisal fees, fitle insurance, and fees for the Trustee, to the extent permitted by applicable law. Grantor
also will pay any court costs, in addition to all other sums provided by law. A waiver by any party of a breach of a
provision ofithis Deed. of Trust shall not constitute a waiver of or prejudice the party’s rights otherwise to demand strict

compliance with that'provision or any other provision.
Rights of Trustee. Trustee shall have all of the rights and duties of Lender as set forth in this section.

POWERS AND OBLIGATIONS OF TRUSTEE. The following provisions relating to the powers and obligations of Trustee
(pursuant to Lender’s _iﬂp-s'ﬁtgu‘q:tioﬁe);are part of this Deed of Trust: :

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

Obligations to Notify': Trustee shaliiznc"‘gt be obligated to notify any other party of a pending 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 required by
applicable law, or unless the action or.procgeding is brought by Trustee.

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

Successor Trustee. Lender, at Lender's .option; may from time to time appoint a successor Trustee to any Trustes
appointed under this Deed of Trust by-an instrtument executed and acknowledged by Lender and recorded in the office
of the recorder of SKAGIT County, State: ofWashington. 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 Auditor's File
Number where this Deed of Trust is recorded, andthe'name and address of the successor trustee, and the instrument
shall be executed and acknowledged by Lender-or ifs successors in interest. The successor trustee, without conveyance
of the Property, shall succeed to all the title, power, and duties conferred upon the Trustee in this Deed of Trust and by
applicable law. This procedure for substitution of Trustee shall govern to the exclusion of all other provisions for
substitution.

NOTICES. Subject to applicable law, and except forsnotice required.or allowed by law to be given in another manner, any
notice required to be given under this Deed of Trust, incltiiding without limitation any notice of default and any notice of sale
shall be given in writing, and shall be effective when actually.-delivered; when actually received by telefacsimile (unless
otherwise required by law), when deposited with a nationally recognized overnight courier, or, if mailed, when deposited in
the United States mail, as first class, certified or registered mail-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.beginning of this Deed of Trust. Any person may change
his or her address for notices under this Deed of Trust by giving foermal 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 address. Subject to dpplicable law, and except for notice required or
allowed by law to be given in another manner, if there is more 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 tell the others of the notice from Lender.

MISCELLANEOUS PROVISIONS. The following miscellaneous provisions are-a part of this Deed of Trust:

Amendments. What is written in this Deed of Trust and in the Relatedt Doctiments. 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.

Caption Headings. Caption headings in this Deed of Trust are for convenie
interpret or define the provisions of this Deed of Trust.

nce purposes only and are not to be used to
Merger. There shall be no merger of the interest or estate created by this Deed of Trusthth any other interest or estate
in the Property at any time held by or for the benefit of Lender in any capacity, wi’rhogf t’{;e'_"written'QQ_nsent of Lender.

Governing Law. This Deed of Trust will be governed by and interpreted in aci;o‘:idancg.,:.v"\'r:i'th'-‘:=‘:i‘ederaI law and the
laws of the State of Washington. This Deed of Trust has been accepted by Lendﬁer--,i,r_lxgh‘e ;Sffate a‘f,:,{Washington.

Joint and Several Liability. All obligations of Grantor under this Deed of Trust shall bé joint anid several, and all
references to Grantor shall mean each and every Grantor. This means that each Grantor sign\[{t e;jloyyf’is responsible for

all obligations in this Deed of Trust.

No Waiver by Lender. Grantor understands Lender will not give up any of Lender's rigkﬁfte“g-ngér“th; eed of Trust
unless Lender does so in writing. 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 also understands that if Lender does consent
to a request, that does not mean that Grantor will not have to get Lender’s consent again if the situation happens. again.
Grantor further understands that just because Lender consents to one or more of Grantor’s requests, that does not'mean
Lender will be required to consent to any of Grantor's future requests. Grantor waives presentmeri, demandfor

payment, protest, and notice of dishonor.

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 Deed of Trust will not be valid or enforced. Therefore, a court will enforce the rest
of the provisions of this Deed of Trust even if a provision of this Deed of Trust may be found to be .invalid: o

unenforceable. Yo F

Successors and Assigns. Subject to any limitations stated in this Deed of Trust on transfer of Grantor’s interest, this .
Deed of Trust shall be binding upon and inure to the benefit of the parties, their successors and assigns. [f ownership of”
the Property becomes vested in a person other than Grantor, Lender, without notice to Grantor, may deal with Grantot’s
successors with reference to this Deed of Trust and the Indebtedness by way of forbearance or extension without
releasing Grantor from the obligations of this Deed of Trust or liability under the Indebtedness.

L
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1 |me i$ 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 homestead
exemptlon laws of the State of Washington as fo all Indebtedness secured by this Deed of Trust.

DEFINIT lONS The followmg words shall have the following meanings when used in this Deed of Trust:
Beneflcmry The word "Beneficiary” means Skagit State Bank, and its successors and assigns.

Boerw ; T_he word "Borrower” means GARY GLEN FALKNER and SARA FALKNER, and all other persons and entities
igning ) the Credit Agreement

Credlt Agreement. “The words "Credit Agreement” mean the credit agreement dated December 23, 1999, in the
original principal.amount of $25,000.00 from Grantor to Lender, together with all renewals of, extensions of,
modifications of, reftnancmgs of, consolidations of, and substitutions for the promissory note or agreement. The maturity
date of this Deed of Trust is 12-23-2009.

Deed of Trust. The: words "Deed of Trust” mean this Deed of Trust among Grantor, Lender, and Trustee, and includes
without I|m|tatton all as&gnment and security interest provisions relating to the Personal Property and Rents.

~

Environmental Laws The words “Enwronmental Laws" mean any and all state, federal and local statutes, regulations
and ordinances relating “to the protectlon of human health or the environment, including without limitation the
Comprehensive Environmental Response, Compensation, and Liability Act of 1980, as amended, 42 U.S.C. Section
9601, et seq. ("CERCLA"); ‘the’ Superfund Amendments and Reauthorization Act of 1986, Pub. L. No. 99-499 ("SARA"),
the Hazardous Materials Transpoﬁatlon ‘Act, 49 U.S.C. Section 1801, et seq., the Resource Conservation and Recovery
Act, 42 U.S.C. Section 6901 et .seq., or other applicable state or federal laws, rules, or regulatlons adopted pursuant
thereto. 5o ,

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 Indebtedness. The wersts "Exustlng Indebtedness" mean the indebtedness described in the Existing Liens
provision of this Deed of Trust.

Grantor. The word "Grantor” means GARY GLEN FALKNER and SARA FALKNER.

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

Improvements. The word "Improvements" means all existing and future improvements, buildings, structures, mobiie
homes affixed on the Real Property, facilities, addltrons replacements and other construction on the Real Property.

Indebtedness. The word “Indebtedness” means alf prrnmpal mterest .and other amounts, costs and expenses payable
under the Credit Agreement or Related Documents, together with. all renewals of, extensions of, modifications of,
consolidations of and substitutions for the Credit Agreement er Related Documents and any amounts expended or
advanced by Lender to discharge Grantor’s obligations or‘expenses incurred by Trustee or Lender to enforce Grantor's
obligations under this Deed of Trust, together with interest on such’amounts as provided in this Deed of Trust. In
addition, and without limitation, the term "Indebtedness”. mcludes_all amounts identified in the Revolving Line of
Credit paragraph of this Deed of Trust. ‘, A

Lender. The word "Lender" means Skag[t State Bank, its successors and assrgns The words "successors or assigns"
mean any person or company that acquires any .interest in the Credrt Agreement :

Personal Property. The words "Personal Property" mean all equment flxtures and other articles of personal property
now or hereafter owned by Grantor, and now or hereafter attached or afflxed to the Real Property; together with all
accessions, parts, and additions to, all replacements of, and all substitutions for, any ‘ofssuch property; and together with
all issues and profits thereon and proceeds (including without limitation alf: msurance proceeds and refunds of premiums)
from any sale or other disposition of the Property. E -

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

Real Property. The words "Real Property” mean the real property, interests andnghts as’ further described in this Deed
of Trust. T

Related Documents. The words "Related Documents" mean all promissory notes"credrt"agreements loan agreements,
environmental agreements, guaranties, security agreements, mortgages, deeds of trust security deeds, collateral
mortgages, and ali other instruments, agreements and documents, whether now or hereafter exrstlng, executed in
connection with the Indebtedness. S A :

Rents. The word "Rents" means all present and future rents, revenues, income, lssues r pro'fits, and other

benefits derived from the Property.

Trustee. The word "Trustee"” means LAND TITLE COMPANY OF SKAGIT COUNTY, whose malllng address Is PO BOX
445, BURLINGTON, WA 98233 and any substitute or successor trustees.

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

GRANTOR:

GARY

LEN FALKNER,
IndividQz

SARA FALKNER, Individugily
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INDIVIDUAL ACKNOWLEDGMENT(

S -
COUNTY OF SKAGIT.. !

‘ _‘_f‘h;_;_a undersigned Notary Public, personally appeared GARY GLEN FALKNER; SARA FALKNER,
persenally known 1o me ‘or proved to me on the basis of satisfactory evidence to be the individuals described in and who
executed the'Deed of Trust, and acknowledged that they signed the Deed of Trust as their free and voluntary act and deed,

for the uses and purposes therein mentioned. ‘
Al K“’e\ day of & Ceun ey , 19 99

Given under my hand andofflcial seal this
> A~ Residing at ﬁﬂCt,Le-f‘iL@

My commission expires _ [~ Z<i~c}

On this day baforé me;

Notary Public in and for thg;ézi?té'?qj

REQUEST FOR FULL RECONVEYANCE

To: , 1rustee

The undersigned is the legal owner and ﬁqldf”éfél{f;i-ndébtedness 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, title and
interest now held by you under the Deed of Trust..”

Date: Beneficiary:
Its:
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