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DEED OF TRUST

DATE; May 22, 2001

Reference # (if appllcable) o Additional on page
Grantor(s):

1. THE GALLAGHER FAMlLY REVOCALBE INTER VIVOS TRUST

Grantee(s) o
1. PEOPLES BANK A
2. Land Title Co. of Skaglt County, Trustee

Legal Description: LOT 2 OF HIVEHSEDE BUSINESS PARK BSP IN 17-34-4 EAMional on page 2
Assessor's Tax Parcel ID#: 34041 7—070?'8-0004.
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THIS DEED OF TRUST is dated May 22 2001 among BRUCE G. GALLAGHER and CAROL J.
GALLAGHER, TRUSTEES OF THE GALLAGHER FAMILY TRUST, UNDER DECLARATION OF
TRUST DATED AUGUST 19, 1987, AS TO AN UNDIVIDED 77.5% INTEREST AND BRUCE G.
GALLAGHER, TRUSTEE OF THE GALLAGHER FAMILY TRUST, UNDER DECLARATION OF
TRUST DATED AUGUST 19, 1987, AS HIS SOLE AND SEPARATE PROPERTY, AS TO AN
UNDIVIDED 22.5% INTEREST, whose address is P.O." BOX 1521, RAMONA, CA 92065
("Grantor”); PEOPLES BANK, whose mailing address is "MOUNT VERNON OFFICE, 1801
RIVERSIDE DRIVE, MOUNT VERNON, WA 98273 (referred 1o below sometimes as "Lender"”
and sometimes as "Beneficiary"); and Land Title Co. of Skaglt County, whose mailing

address is 111 E. George Hopper Rd., Burllngton WA 98233 (referred to below as
llTrusteell)
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:.:CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trusiee in trust with power of sale, right
-of enlry and possession and for the benefil of Lender as Beneficlary, all of Grantor’s right, fitle, and interest in and to the
“following describied real property, together with all existing or subsequently erected or affixed buildings, improvements and
fixtures;-all easemients, rights of way, and appurtenances; all water, water rights and ditch rights (including stock in utilities
with: difch or |rrigation rights); and all other rights, royalfies, and profits relatin lo the real property, including without limitation
all minerals, oil,'gas, geothermal and similar matters, (the "Real Property") located m KAGIT County, State

of Washmgton.

LOT 2, OF RIVERSIDE BUSINESS PARK, BINDING SITE PLAN RECORDED MAY 14, 2001,
UNDER -AUDITOR'S FILE NO. 200105140108, RECORDS OF SKAGIT COUNTY,
WASHINGTON, ‘AND BEING A PORTION OF THE NORTHWEST 1/4 OF THE SOUTHWEST
1/4 OF SECTION 17, TOWNSHIP 34 NORTH, RANGE 4 EAST, W.M.

SITUATE IN THE COUNTY OF SKAGIT, STATE OF WASHINGTON.

The Real Properly or-its address is commonly known as 1524 RIVERSIDE DR., MOUNT
VERNON, WA 68273, _Tﬁgﬂeal Property tax identification number is 340417-0-078--0004.

CROSS-COLLATERALIZATION. In-addition to the Note, this Dead of Trust secures all obligations, debts and liabilities, plus
interest thereon, of Borrower.to Lender;-or &ny ona or more of them, as well as all claims by Lender against Borrower or any
one or more of them, whether now existingor hereafter arising, whether related or unrelated to the purpose of the Nole,
whether voluntary or otharw1se, whether due ‘or not due, direct or indirect, absolute or contingenl, liquidated or unliquidated
and whether Borrower may be liable individually or jointly with others, whether obligated as guarantor, surety, accommodation
party or otherwise, and whelher fecovery Upan such amounls may be or hereafter may become barred by any statute of
limitations, ap bllgatlon fo repay such amounts may be or hereafter may become otherwise unenforceable.

(Initlal Herg]:Z

Grantor her®by issig sécurity to Lender all of Grantor's right, litle, and interest in and to all leases, Rents, and profits of
the Property. This asslgnmant is recorded In.accordance with RCW 65.08.070; the lign created by this assignment is intended
to be specific, perfectad and choate upori the recording of this Deed of Trust. Lender grants to Grantor a licensa to collect
the Rents and profits, which license may be rsvoked at Lenders option and shall be automatically revoked upon acceleration
of all or part of the Indebfedness.

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 GIVEN AHD ACCEPTED ON THE FOLLOWING TERMS:

GRANTOR'S REPRESENTATIONS AND WARRANTIES. Grantor warrants that: (a) this Deed of Trust is executed at
Borrower's raquest and not at the request of Lender;. {b) Grantor has the full power, right, and authority to enter into this
Deed of Trust and to hypothecate the Property; (c) the provisions.of this Deed of Trust do not conflict with, or result in a
default under any agreement or other instrument binding upon Grantor'and do not result in a violation of any law, regulation,
court decree or order applicable to Grantor; (d) Grantor has established adequate means of obtalning from Bomower on a
continuing basis information aboul Borrower's financial condition; and (8):Lender has made no reprasentation lo Grantor
about Borrower (including without limitation the credihuorthlnés,s*of Bormrower).

GRANTOR’S WAIVERS. Grantor waives all rights or defanses arising by reason of any "one action" or "anti-deficiency” law,
or any other law which may prevent Lender from bringing any action-against Grantor, including a claim for deficiency to the
extent Lender Is otharwise entiled to a claim for deficiency, before or after Lender’s commencement or completion of any
foreclosure action, either judicially or by exercise of a power of sale.

PAYMENT AND PERFORMANCE. Except as otherwise provided in: Ihls Deed of Trust Borrower shall pay to Lender ali
Indebtedness secured by this Desd of Trust as it becomes due, and: Borrower and Granlor shall strictly perform all their
respactive obligations under the Note, this Deed of Trust, and the Related: Documants

POSSESSION AND MAINTENANCE OF THE PROPERTY. Borrower and Grantor agree Ihat Borrower's and 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 control of
the Property; (2) use, operate or manage the Properly; and (3) collect the Rents from the:Property (this privilege is &
license from Lender to Grantor automatically revoked upon defauit). 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 {0 Maintain. Grantor shall maintain the Property in tenantable condntmn and promplly perrorm all repairs,
replacements, and maintenance necessary to preserve its value.

Nulsance, Waste, Grantor shall not cause, conduct or permit any nuisance nor commﬂ permst “OF suffsr 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 parly the right to remove, any timber, minerals (|nclud|ng onl and gas), coal, clay,
scoria, soil, gravel or rock products without Lender’s prior written consent.

Removal of Improvements. Grantor shall not demelish or remove any Improvements from lhe Real Properly without
Lender’s prior written consent. As a condition to the removal of any Improvements, Lender may require Grgntor to make
arrangemeants satisfactory to Lender to replace such Improvements with Improvements of at least aq‘ual valde, .

Lender's Right 10 Enter. Lender and Lender's agents and representatives may enter upon the Real F’roperty at all
reasonable times to attend to Lender's interests and to inspect the Real Property for purposes of Grantm’s compllance
with the terms and conditions of this Deed of Trust. :

Compliance with Governmentai Requirements. Grantor shall promptly comply, and shall promplly causa cornphanceu

by ail agents, tenanls or other persons or entities of every nature whatsoever who rent, lease or otherwise use or ocoupy
the Properly in any manner, with all laws, ordinances, and regulations, now or hereafter in effect, of all governméntal ;
authorities applicable to the use or occupancy of the Property, including without limitation, the Americans With Disabilities
Act. Grantor may contest in good faith any such law, ordinance, or regulation and withhold compliance during any o
proceeding, including appropriate appeals, so long as Grantor has notified Lender in writing prior to doing'so and so - .
long as, in Lender’s sole opinion, Lender's interests in the Property are not jeopardized. Lender may raquire Grantor to A
post adequate securily or a surety bond, reasonably satisfactory to Lender, o protect Lender’s intarest.

Duly 1o Protect. Grantor agrees neither to abandon nor leave unattended tha Property. Grantor shall do ajl other acis
in addition to those acts set forth above in this section, which from the character and use of the Properly are reasonably .~
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peéésé’ary to protect and presarve the Proparty.
fA)fE_S'AN_D-LIENS. The following provisions relating to the taxes 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) alt taxas, special taxes, assessments,
charges (inoluiding water and sewer), fines and impositions levied against or on account of the Property, and shall pay
whien due all claims for work done on or for services rendered or material furnished to the Proparty. Grantor shall
‘maintain the Property free of all liens having priority over or equal lo the interest of Lender under this Deed of Trust,
except forthe 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 over the obligation to pay, so long as Lender's interest in the Property is not jeopardized.  a lien arises or is
filed as a-tesult of nonpayment, Grantor shall within fifleen {15) days atter the lien arises or, if a lien is filad, within fifteen
(15) days after Grantor has nolice of the filing, secure the discharge of the lien, or if requestad by Lender, deposit with
Lender cash or a‘sufficient corporate surety bond or other security satistaclory 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 foraclosure or
sale under the lien: [n:any’contest, Grantor shall defend itsslf and Lender and shall satisty any adverse judgment before
anforgement against the. Property. Grantor shall name Lender as an additional obligee under any surety bond furnished
in the contest proceedings. © -

Evidence of Payment. Grantor shall upon demand furnish to Lender salistactory evidence of payment of the taxes or
assessments and shall aythorize the appropriate governmental official to deliver to Lender at any fime a written statement
of the taxes and assessments againstthe Property.

Notice of Conslruction. Grantor shall notify Lender at least fiffteen (15) days before any work is commenced, any
services are furnished, or any-materials are supplied to the Property, it any mechanic’s lien, materialmen’s lien, or other
lien could be assertad on acgount of the work, services, or malerials and the cost exceeds $1,000.00. Grantor will upon
request of Lender furnish to Lender advance.assurances satisfactory to Lender that Grantor can and will pay the cost of
such improvements. s e A

PROPERTY DAMAGE INSURANCE: "I:he-"fd_ue\wng provisions relating to insuring the Property are a part of this Deed of
Trust. R

Maintenance of Insurance. Granfor shall procure and mainlain policies of fire insurance with standard extended
coverage endorsements on a replaceément. basis for the full insurable value covering all Improvements on the Real
Properly in an amount sufficient to avoid application of any coinsurance clause, and with a standard morlgagee clause in
favor of Lender. Grantor shall also procura and maintain comprehensive general liabifity insurance in such coverage
amounts as Lender may request with : S

Trustee. The word "Trustee” means Land: Tile Co. of Skagit County, whose mailing address is 111 E. George Hopper
Rd., Burlington, WA 98233 and any substilute or suécessor trustees. and Lender being named as additional insureds in
such liability insurance policies. Additionally,” Granter shall maintain such other insurance, including but not limited to
hazard, business interruption, and boiler insurance, as Lender may reasonably require. Policies shall be written in form,
amounts, coverages and basis reasonably acceptable to Lender and issued by a company or companies reasonably
acceptable to Lender. Grantor, upon request of Lander, will deliver to Lender from time to time the policies or cerfificales
of insurance in form safisfactory to Lender, inciuding stipulations. that coverages will not be cancelled or diminished
without at least thirty (30) days prior writlen nofice to Lender: Each-insurance policy also shall include an andorsement
providing that coverage in favor of Lender will not be impaired’in any way by any act, omission or default of Grantor or
any other person. The Real Properly is or will be lscated in an area designated by the Director of the Federal
Emergency Management Agency as a special flood hazard area. Grantor agrees to abtain and maintain Federal Flood
Insurance, If available, for the full unpaid principal balance :of the'loaf and any prior liens on the property securing the
loan, up to the maximum policy limits set under the Natioral-Flood.fnsurance Program, or as otherwise required by
Lender, and to maintain such insurance for the term of the loan. S

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the Property if the estimated
cost of repair or replacement exceeds $1000. Lender may make proof of lossf Grantor fails to do so within fifteen (15)
days cf the casualty. Whether or not Lender's security is impaired,"Lender niay; 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 restoration and repair of the Property. If Lendér slects.lo apply the proceeds to restoration
and repair, Grantor shall repair or replace the damaged or destroyed Improvements in‘a manner satisfactory to Lender.
Lender shall, upon satisfactory proof of such expenditure, pay or reimburse Grantor from the 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 their recsipt and which Lender has not committed to‘the repair or restoration of
the Property shall be used first o pay any amount owing fo Lender under this Deed of Truist, then to pay accrued
interest, and the remainder, if any, shall be applied to the principal balance of the Indebledness. If Lender holds any
proceeds after payment in full of the Indebtedness, such proceeds shall be paid without interest to.Grantor as Grantor's
interests may appear. A

Unexpired Insurance at Sale. Any unexpired insurance shall inure to the benefit of, énd gasfé_.:toj 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 Trust,
or at any foreclosure sale of such Property. e T

Grantor’s Report on Insurance. Upon request of Lender, however not more than once a year,-Granfor shall turnish to
Lender & report on each existing policy of insurance showing: (1} the name of the insurer;. .(2) . the risks insured; (3)
the amount of the policy; (4) the property insured, the then current replacement value of such property, and the manner
of determining that value; and (5) the expiration dalts of the policy. Grantor shall, upon request-of Lender, have an
independent appraiser satisfactory to Lender delermine the cash value replacement cost of the Property. .~

LENDER’S EXPENDITURES. !f any action or proceeding is commenced that would materially affect Lender's.interést:in-the
Property aor it Grantor fails to comply with any provision of this Deed of Trust or any Related Documents, including but hot

limited to Grantor’s failure to discharge or pay when due any amounts Grantor is required to discharge or pay undet this Deed

of Trust or any Related Documents, Lender on Grantor's behalf may (but shall not be obligated to) take any action that Lender-,
deems appropriate, including but not limited to discharging or paying all taxes, liens, security inferests, encumbrances and

other claims, at any time levied or placed on the Property and paying alf costs for insuring, maintaining and preserving the
Property. All such expenditures incurred or pald by Lender for such purposes will then bear interest at the rate charged.

under the Note from the dale incurred or paid by Lender to the date of repaymsnt 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 fo the balance of tha - A
Note and be apportioned among and be payable with any instaliment payments to became due during either (1) the term.of .~

any applicabla insurance palicy; or (2) the remaining ferm of the Note; or {C) be treated as a balloon payment which will be~

due and payable al the Note's maturity, The Deed of Trust also will secura payment of these amounts. Such right shall berin

addition to all other rights and remedies to which Lender may be entitied upon Default. ’

WARRANTY; DEFENSE OF TITLE. The fallowing provisions relating to ownership of the Property are a part of this Deed of
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’ Trust

Tltle Grantor warrants thal: (a) Grantor holds good and marketable fitle of record to the Property in fee simpla, fres
~~and-¢lear-of all liens and encumbrances other than those sel forth in the Real Property description or in any fitle
insurance policy, tiie report, or final title opinion issued in favor of, and accepted by, Lender in connection with this Deed
i of Trust, and . (b) Granter has the full right, power, and authority to execute and deliver this Deed of Trust to Lender.

: Defense ot Title. Subject to the exception in the paragraph above, Grantor warrants and will forever defend the titie lo
the Propeity against the lawful claims of all persons. In the event any action or proceeding is commenced that questions
Grantor's tile or the inferest of Trusies or Lender under this Deed of Trust, Grantor shall defend the action at Grantor's
expanse:” Grantor may be the nominal parly in such proceeding, but Lender shall be entited to parlicipate in the
proceeding and to.be represenied In the proceeding by counsel of Lender's own choice, and Grantor will deliver, or
cause toba delivered, to Lender such instruments as Lender may request from time to time to permit such participation.

Compliunoe With Laws: .Grantor warrants thal the Proparty and Grantor's use of the Property complies with all existing
applicable laws, ord!_nan_q_esg and regulafions of governmental authorities.

Survival of Repre‘benl'allon's,and Warranties. All representations, warranties, and agreements made by Grantor in this
Deed of Trust.shall"survive.the execution and delivery of this Deed of Trust, shall be continuing in nature, and shall
remain In full force and affect until such time as Borower’s Indebtedness shall be paid in full.

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

Proceedings. If any procesding in condemnation is filed, Grantor shall promptly nofity 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, bt Lender shall be entitled 1o participate in the proceading and to be represenled 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 Inslruments and documenlahon as may be requested by Lender from time to lime to permit such
participation.

Application of Net Proceeds i all or any part of the Property is condemned by eminent demain proceadings or by any
proceeding or purchase in Heli of condemnation, Lender may at its election require that all or any portion of the net
proceeds of the award ba applied-io the Indebledness or the repair or restoration of the Property. The net proceeds of
the award shall mean the award after payment’ uf all reasonable costs, expenses, and allorneys’ fees incurred by Trustee
or Lender in connection with the condemnatlon i

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES. The following provisions relating to
governmenial taxes, Jees and charges are a pat of this Deed-of Trust:

Current Taxes, Fees and Charges. Upon request-by Lender, Grantor shall execute such documents in addition to this
Deed of Trust and 1ake whatever other action is requested by Lender to perfect and continue Lender’s lien on the Real
Property. Grantor shall reimburse Lender for all-taxes, as described below, togsther with all expenses incurred in
recording, perfecting or continuing this Desd. of Trust, including without limitation all taxes, fees, documentary stamps,
and other charges for recording or registering this:Deed of Trust.

Taxes. The following shali constitute taxes to which this section applies: (1) a specific tax upon this type of Deed of
Trust or upon all or any part of the Indebtedness:secured by this Deed of Trust; (2) a specific tax on Borrower which
Borrower Is authorized or required to deduct from payments on the Indebtedness secured by this type of Deed of Trust;
(3} a tax on this type of Deed of Trust chargeable against the Lender or. the holder of the Note; and (4) a specific tax on
all or any portion of the Indebtedness or on payments of pnnclpal and interest made by Borrower.

Subsequent Taxes. iIf any tax to which this section applles is enaclad 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 far
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 seclion. and’ deposuts with Lender cash or a sufficient
corporate surety bond or other security satisfactory to Lender. :

SECURITY AGREEMENT; FINANCING STATEMENTS. The followmg prowsmns relatmg to this Deed of Trust as a security
agreement are a part of this Deed of Trust:

Security Agreement. This instrumant shall constitute a Security Agraament to the Bitent any of the Property constitutes
fixtures or other personal property, and Lender shall have all of the’ nghls ofa securad party under the Uniform
Commercial Code as amended from tims to time.

Security Interest. Upon request by Lender, Grantor shall execute ﬁnancmg statements and {ake whatever other action
is requested by Lander to perfecl and continue Lender's security interest in the. Rents and Personal Property. in addition
to recording this Daed of Trust in the real property records, Lender may, at any fime and without further authorization
from Grantor, file execuled counterparts, copies or reproductions of this Deed of-Trust as a financing stalement. Grantor
shall reimburse Lender for all expenses ingurred in perfecling or continuing this secyrity ifnterest. Upon default, Grantor
shall assemble the Personal Property in a manner and at a place reasonably 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 (debter) and Lender (secured party) from wruch lnformatlon concerning
the security interest granted by this Deed of Trust may be obtained (each as required by the Unn‘orm Commarc:al Code)
are as stated on the first page of this Deed of Trust.

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provisions relating fo .:--fur-iher assurances and
attorney-in—fact are a part of this Deed of Trust:

Further Assurances. At any time, and from time to time, upon regquest of Lender, Grantor will make, exacute and
deliver, or will cause to be made, exsculed or delivered, to Lender or 1o Lender's designes, and-when requested by
Lender, cause lo be filed, 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, financing statements, continuation statements, instruments of further assurance, cerificates; and other
documents as may, in the sole opinion of Lender, be necessary or desirable in order to effectuate, complete, perfect,
continug, or preserve (1) Bomower's and Grantor’s obligations under the Note, this Deed of Trust,-and the Flelalsd*;-
Documents, and (2} the Hens and security interests created by this Deed of Trust as first and prior liens orn the
Property, whether now owned or hereafter acquired by Grantor. Unless prohibitad by law or Lender ‘agrees to:the
contrary in writing, Grantor shall reimburse Lender for all costs and expenses incurred in connection with the matters
referred to in this paragraph. o

Aftorney-in-Fact. It Grantor fails to do any of the things refsrred to in the preceding paragraph, Lender may do $o !ar L
and in the name of Grantor and at Grantor’s expense. For such purposes, Grantor hereby imevocably appoints Lender

as Grantor's attorney-in-fact for the purpose of making, executing, delivering, filing, recording, and doing all other thirigs

as may be necessary or desirable, in Lender's sofe opinion, to accomplish the mattars raferred to in the preceding
paragraph.
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" FULL PERFORMANCE. If Borrower pays all the Indebtedness when due, and ctherwise performs all the obligations imposed
uppn Grantor under this Deed of Trust, Lender shall execute and deliver to Trustee a request for full reconvayance and shall
exacufe and deliver to Grantor suitable statements of termination of any financing statement on file evidencing Lender's
securily interest i the Raents 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 ths "person or persons legally entitied thereto", and
tha recitals in the reconveyance of any matters or facts shall be conclusive proof of the truthfulness of any such matters or

facts. :

EVENTS OF DEFAULT.. Each of the following, al Lender's option, shall constilute an Event of Default under this Deed of
Frust e et S0 s

Payment_Dé.f__auu:. Bcirqwer tails to make any payment when due under the Indebtedness.

Other Dé!aﬁtté. "Borr:':i\;\'r'g_r or Grantor fails to comply with or to parform any other term, obligation, covenant or condition
contained in this Deed of Trust or in any of tha Related Documents or to comply with or to perform any term, obligation,
covenant or condition contained in any other agreement between Lender and Borrower or Grantor.

Compliance Default. Failure to comply with any other term, obligation, covenant or condition contained in this Deed of
Trust, the Noteor in dny-of the Related Documents. If such a failure is curable and if Borrower or Grantor has not been
given a notice of a breach:of the same provision of this Dead of Trust within the preceding twelve (12) months, it may be
cured (and no Event of Defagil will have occurred) if Borrower or Grantor, after Lender sends writtsn nofice demanding
cure of such fallure: (a) curesthe tailure within fifteen (15) days; or (b) if the cure requires more than fifteen (15) days,
immediately initiates steps . sufficient-lo cure the failure and thereafter continues and completes all reasonable and
necessary steps sufficientfo produce compliance as soon as reasonably practical.

Default on Other Payments. Failure of Grantor within the fime required by this Deed of Trust to make any payment for
taxes or insurance, or any other payment necessary to prevent filing of or to effect discharge of any lisn.

False Statements. Any warranly, representation or stalement made or furnished to Lendar by Borrower or Grantor or
on Borrower’s or Grantor's behalf under this. Deed of Trusl, the Nole, or the Related Documents is false or misleading in
any material respect, either now ‘o ‘al the time made or furnished or becomes false or misleading at any tima thereafter.

Defective Collateralization. This Deed of Trust-or any of the Related Documents ceases to be in full force and effect
{including failure of any collateral document o create a valid and perfacted security interest or lien) at any time and for
any reason. I

Insolvency. The dissolution or termihéﬁdﬁ of the Trust, the insolvency of Borrower or Grantor, the appointment of a
receiver for any part of Borrower's or Grantor's property; any assignment for the benefit of creditors, any type of creditor
workout, or the commencement of any proceeding under any bankruplcy or insclvency laws by or against Borrower or
Grantor. N

Creditor or Forfeiture Proceedings. Commencamen! of foreclosure or forfeilure proceedings, whether by judicial
proceeding, selt-help, repossession or any other method, by any creditor of Borrower ar Grantor or by any governmental
agency against any properly securing the Indebtedness. This includes a garnishment of any of Borrower’s or Grantor's
accounts, including depesit accounts, with Lender, However, this Event of Default shall not apply if there is a good faith
dispute by Borrower or Granter as to the validity or reasonableriess, of the claim which is the basis of the creditor or
forfeiture proceeding and if Borrower or Grantor gives Lender-written notice of the creditor or forfeiture proceeding and
deposits with Lender monies or a surety bond for the creditor‘or forfeiture proceeding, in an amount determined by
Lender, in its scle discretion, as being an adequate reserve or'bond for the dispute.

Breach of Other Agreement. Any breach by Borrower or ‘Grantor urider the lerms of any other agreement between
Borrower or Grantor and Lender that Is not remedied within -ény.-grace .period provided therein, including without
limitation any agreement concerning any indebtedness or cther-obligation. of Borrower or Grantor o Lender, whether
existing now or later. S T

Events Affecling Guaranior. Any of the preceding events occurs with respect:to any guarantor, endorser, surety, or
accormmodation party of any of the Indebtedness or any guarantor, andorser; sirely, or accommodation party dies or
becomes incompetent, or revokes or dispules the validity of, or liability under, arly Guaranty of the Indebtedness. In the
event of a death, Lender, at its oplion, may, but shall not be required to, permit-the guarantor's estate to assume
unconditionally the obligations arising under the guaranty in a manner safisfactory to Lender, and, in doing so, cure any
Event of Default,

Adverse Change. A material adverse change oceurs in Borrower's or Granto?s ﬁnanci“alfbondition, or Lender believes
the prospect of payment or performance of the Indebtedness is impaired. !

Insecurity. Lender in good faith believes itself insecure.

Right to Cure. If such & failure is curable and if Borrower or Granlor has nol been given a notice of a breach of the
same provision of this Deed of Trust within the preceding twelve (12} months, it may be-tured (ant: no Event of Default
will have occurred) if Borrower or Grantor, after Lender sends written notice demandirig cure of such failure: (a) cures
the failure within fifteen (15) days; or (b) if the cure requires more than fitteen (15} days,-immediately initiales steps
sufficient lo cure the failure and thereafter conlinues and completes all reasonable and necessary steps sufficient to
produce compliance as soon as reasonably pracical. o N

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Detault ocows under this Deed of leuét_,
Trustee or Lender may exercise any one or more of the following rights and remedies:

tany time thersafter,

Election of Remedies. Elsction by Lander to pursue any remedy shall not exclude pursuit of any other remedy, and an
election to make expenditures or to take action {0 perform an obligation of Grantor under this Deed .of Trust, after
Grantor’s failure to perform, shall not affect Lender’s right to declare a default and exercise its remedies. - 7 %

Accelerate Indebtedness. Lender shall have the right al its opfion to declare the entire Indebtedness imrriedi'éteiy‘dye
and payable, including any prepayment penalty which Borrower would be required to pay.

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have the right to exe'r;ﬁisg ité"‘pbwer"ofa-. .
sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by judicial foreclosure, in either
case in accordance with and {o the full extent provided by appiicable law. : S

UCC Remedles. With respect to all or any parl of the Personal Properly, Lender shall have all the rights and remadies of
a secured party under the Uniform Commercial Code. L

Collect Rents. Lender shall have the right, without notice to Borrower or Grantor to take possaession 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 Indebtedness. In futherance of this right, Lender may require any tenant or other user of the
Property io make payments of rent or use fees directly to Lender. If the Rents are collacted by Lender, then Grantor
irevocably designates Lender as Grantor's aftorney—in—fact to endorse Instrumentis received in payment thereof in the .
name of Grantor and to negotiate the same and collect the proceeds. Pavmants by tenants or other users to Lender in."
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.re's;:[.;lonse 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 righls under this subparagraph either in person, by agent, or
"7 _through a receiver.

_Appoinl.Recelver. Lender shall have the right to have a recelver appoinied to lake possession of all or any part of the
" Property, with the power 1o protect and preserve tha Property, o operate ths Properly preceding or pending foraclosure
- or sale, and fo 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 o the appointment
* of a receiver shall exist whether or not the apparent value of the Properly exceeds the Indebledness by a substantial
‘amotnt, -Employment by Lender shall not disqualify a person from serving &s a receiver.

Tenancy.at Sufferance. If Granlor remains in possession of the Property after the Property is sold as provided above or
Lender- otherwise ‘bacomes entiled lo possession of the Property upon default of Grantor, Granfor shall become a
tenant_at’ sufferance of Lender or the purchaser of the Property and shali, at Lender’s opfion, either {1) pay a
reasonable rental for the use of the Property, or (2) vacate the Property immediately upon the demand of Lender.

Other Remedies.: ‘Tr_uéteé or Lender shall have any other right or remedy provided in this Desd of Trust or the Note or
by law. Coe Ty m R

Notice of Sale. Lender shall give Grantor reasonable notice of the time and place of any public sale of the Persconal
Property or of the time:after which any private sale or other intended disposition of the Persanal Property is to be made.
Reascnable notice shall msan 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 thé extent permitted by applicable law, Borrower and Granlor hereby waives any and all rights
io have the Property ‘marshalléd. In:exercising its righls and remedies, the Trustee or Lender shall be fres to set! all or
any part of the Property together or separately, In one sale or by separate sales. Lender shall be entfitled to bid at any
public sale on all or any portion of tha Property.

Altorneys' Fees; Expenses. . lf Lender:instilutes any suit or action to enforce any of the terms of this Deed of Trust,
Lender shall be enfifled to recover such siim 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‘Lenters opinion are necessary at any time for the protection of its interest or the
enforcement of its rights shall become a part of the Indebtednass payable on demand and shall bear interest at the Note
rate from the date of the expenditufe uniil repaid. Expenses covared by this paragraph include, without limitation,
however subject to any limits under-applicabls lew, Lender's attorneys’ fees and Lender’s legal expenses, whether or not
there is a lawsuit, including attorneys’ fees and expenses for bankrupticy proceedings (inciuding efforts fo modify or
vacate any automatic stay or injunction), ‘appeals, gnid.any anticipated post-judgment collection services, the cost of
searching records, obtaining title reperts (including foreclosure reports), surveyors' reports, and appraisal fees, fitle
insurance, and fees tor the Trustee, to the exterit parmitted by applicable law. Grantor also will pay any court costs, in
addition to all other sums provided by law. :

Rights of Trusiee. Trustee shall have all of the rights and duties of Lender as set forth in this section. )

POWERS AND OBLIGATIONS OF TRUSTEE. The__ ib_i_lowing provisions relating 1o the powers and obligations of Trustee
{pursuant to Lender’s instructions) are part of this Deed-of Trust: 7 =

Powers of Trusiee. In addition to all powers of Trustee arising as.a-matter of law, Trustes shall have the power to take
the following actions with respect 1o the Property upon the written request of Lender and Grantor: (a) join in preparing
and filing a map or plat of the Real Properly, including the dedication of strests 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 othar
agreement affecting this Deed of Trust or the interest of Lender.under this Deed of Trust.

Obligations to Notify. Trustes shall not be obligated to notity any-cther 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 uniess the action or proceeding is brought by Trusiee. :

Trustee. Truslee 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 shall have the right to foreclose by judicial foreclosure; in sither case in accordance with and
to the full extent provided by applicable law. T e,

Successor Truslee. Lender, at Lender's oplion, may from time lo time appoaint a successor Trustee to any Trustee
appointed under this Deed of Trust by an instrurment executed and acknowlgédged by.Lender and recorded in the office
of the recorder of SKAGIT County, State of Washington. The instrument shall contain, in.additlon to all other matters
required by state law, the names of the original Lender, Trustes, and Grantor;-thie book-@nd page or the Auditor's File
Number where this Deed of Trust is recorded, and the name and address of the-Successer trustes, and the instrument
shall be exscuted and acknowledged by Lender or its successors in inferest. The syccassor trustee, without conveyance
of the Property, shall succeed to all the tille, power, and duties conferred upon the Trastee In this'Dead of Trust and by
applicable law. This procedure for subslitution of Trustee shall govern to the ‘exclusion-of all other provisions for
substitution. Lo e

NOTICES. Subject to applicable law, and except for notice required or allowed by law t6-bg-given in_gnother manner, any
notice required to be given under this Deed of Trust, including without limitation any notice of defallt-&nd any notice of sale
shall be given in writing, and shall be effective when aciually delivered, when actually received’ by telsfacsimile (unless
otherwise required by law), when deposited with a nationally recognized overnight courier, or;.if mailed, when deposited in
the United States mall, as first class, cerlified or registerad mail postage prepaid, directed to the atdresses‘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-party may change its
address for notices under this Deed of Trust by giving formal written notice to the other parfies, specitying-that the purgose of
the nolice Is to change the party's address. For notice purposes, Grantor agrees to keep Lender informed at'all times of
Grantor's current address. Sublect to applicable law, and except for notice required or allowed by law to be given‘in angther
manner, if there is mora than one Grantor, any notica given by Lender to any Grantor is deemed to be. notice given fe all
Grantors. oA w

MISCELLANEQUS PROVISIONS. The following miscellaneous provisions are a part of this Desd of Trust:

Amendments. This Deed of Trust, together with any Related Documents, constitutes the entire undéfsgandi_ng Aand ¢
agreement of the parties as to the matters set forth in this Dead of Trust. No alteration of or amendment 1o this Deed of .
Trust shall be effective unless given in writing and signed by the party or parfies sought to ba charged or bound by.the .~ 7

alteration or amendment.

Annual Reports. |f the Properly is used for purposses other than Grantor's residence, Grantor shall furnish to Le_ndér.
upon raquest, a certified statement of net operating income received from the Property during Grantor's previous fiscal .-
year In such form and detail as Lender shall require. "Net operating i " shall mean all cash receipts from the

T
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" 'Erd_i)e'ﬁy less all cash expenditures made in conneclion with the operation of the Property,

i Qabthn Headings. Caption headings in this Deed of Trust are for convenience purposes only and are not to be used to
.~ interpret or define the provisions of this Deed of Trust.

Merger. There shall be no merger of the interest or estate created by this Deed of Trust with any other interast or estate
in the Prope:rty;:at any time held by or for the benefit of Lender in any capacity, without the written consent of Lender.

Governing Law. This Deed of Trust will be governed by, construed and enforced in accordance with federal law
and-the‘laws of the Siate of Washinglon. This Deed of Trust has been accepled by Lender in the State of
Washington. .~

Choice o_t.-Ve_.nué. iE_thare is & lawsuil, Grantor agrees upon Lender's roquest to submit to tha jurisdiction of the courds of
the State o California;.in the county in which Borrower's following address is located: P.O. BOX 1521, RAMONA, CA
92065, " ; S

Joint and Several Liability.: All obligations of Borrower and Grantor under this Deed of Trust shall be joint and saveral,
and all references.-to Granfor'shall mean each and every Grantor, and all references 1o Borrower shall mean each and
every Borrower.- This: means-that each Borrower and Grantor signing bslow is responsible for all obligations in this Deed
of Trust. R T

No Waiver by Lender. Lender shall not be deemed to have waived any rights under this Deed of Trust unless such
waiver is given in writing ard signed by Lender. No delay or omission on the part of Lender in exercising any right shall
operate as a waiver of such right 6fany other right. A waiver by Lender of a provision of this Deed of Trust shail not
prejudice or constitute a waiver of Lender’s right otherwise to demand strict compliance with that provision or any other
provision ot this Deed of Trust,‘No prior Waiver by Lender, nor any course of dealing betwesn Lender and Grantor, shall
conslituta a waiver of any of Lender's rights or of any of Grantor's obligations as to any future fransactions. Whenever
the cansent of Lender is required undér this Deed of Trust, the granting of such consent by Lender in any instance shall
nct constitute continuing consent to subseguent instances where such consent is raquired and in all cases such consent
may be granted or withheld in the sole discretion of Lender.

Severabllity. If a court of compatent jirisdiction finds any provision of this Deed of Trust to be illegal, invalid, or
urenforceable as to any circumsStance, that.finding shall not make the offending provision lllsgal, invalid, or
unenforceable as to any other circumstance:” If feasible, the offending provision shall be considered modified so that it
becomes legal, valid and enforceable: If the ‘offending provision cannot be so modified, it shall be considered deleted
from this Deed of Trust. Unless otherwise required by law, tha illegality, invalidity, or unenforceability of any provision of
this Deed of Trust shall not affect the legality, validity or enforceability of any other provision of this Deed of Trust.

Successors and Assligns. Subject to anylimitations stated in this Deed of Trust on transfar of Grantor's interest, this
Deed of Trust shall be binding upon and inure to tha benefit of the parties, their successors and assigns. If ownership 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 extension without
releasing Grantor from the obligations of this Deed of Trust or liability under the Indebledness.

Time is of the Essence. Tims is of the essence in_‘t‘r:\_a performance.of this Dead of Trust.

Waive Jury. All parties o this Deed of Trust hereby waive i right to affl/]
counterclaim brought by any party against any other parly: [Inltla! Here §=3

Waiver of Homeslead Exemption. Grantor hereby releases and waives all righti¥hd benefits of the homestead
exemption laws of the Stale of Washington as to all Indebtad-r]ess secured by this Deed rust. .

DEFINITIONS. The following capitalized words and terms shall hava the following meanings when used in this Deed of Trust.
Unless specifically stated to the contrary, all references to dollar amounts shall mean amounts in lawful money of the United
States of America. Words and terms used in the singular shall include thé pilural, and the plurat shall include the singular, as
the context may require. Words and terms not ctherwise defined in this' Deed of Trust shall have the meanings atiribuled to
such terms in the Uniform Commercial Code: P P

Beneficlary. The word "Beneficiary” means PEOPLES BANK, and iiséucce_sser_s_ .:and assigns.

Borrower. The word "Borrower" means THE GALLAGHER FAMILY-REVOCALEE INTER VIVOS TRUST, BRUCE G.
GALLAGHER and CARCL J. GALLAGHER, and all other persons and entities signing the Note in whatever capacity.

Deed of Trusl. The words "Deed of Trust" mean this Deed of Trust amtﬂﬂg Gr_éntur, Le_hd’er. and Trustee, and includes
withaut limitation all assignment and security interast provisions refaling to the Parsanal Proparty and Rents.

Defaull. The word "Defaull” means the Default set forth n this Deed of Trust in the saction fitied:"Default”

Event of Default. The words "Event of Default” mean any of the events of deféult ‘set fdrl__h'ih this Desd of Trust in the
events of default section of this Deed of Trust. :

Grantor. The word "Grantor' means THE GALLAGHER FAMILY REVOCALBE INTEF{::VI.VOS THUST

Guaranty. The word "Guaranty” means the guaranty from guarantor, endorser, s'ur':'ety.--é} aé'{:qmﬁ;iodation party to
Lender, including without limitation a guaranty of all or part of the Note. " ’ o :

improvemenis. The word "Improvements” means all existing and future improvements, buitding‘é:,‘ kst‘ructur%. mobile
homes affixed on the Real Property, facilities, additions, replacements and other conslructionon.the Reéal Property.

Indebiedness. The word "Indebtedness” means all principal, interest, and olher amounts, costs and expenses payable
under the Note or Related Documents, together with all renewals of, extensions of, modifications .of, eonsblidations of
and substitulions for the Note or Related Documents and any amounts expended or advanced by Lender to. distharge
Grantor's obligations or expenses incurred by Trustee or Lender to enforce Grantor's obligationg ynder this-Deéd of
Trust, together with intarest on such amounts as provided in this Deed of Trust. b S T S

Lender. The word "Lender" means PEOPLES BANK, its successors and assigns. :

Note. The word "Note" means the promissory note dated May 22, 2001, in the original principal ‘amount of .
$210,000.00 from Borrower to Lender, together with all renswals of, extensions of, modifications of, fefinancings‘of, -
consolidations of, and substitutions for the promissory note cor agreement. L

Personal Properly. The words "Personal Property” mean all equipment, fixtures, and other articles of personaf property -
now or hereafter owned by Grantor, and now or hereafter attached ar affixed to the Real Property; together with ail .+
accessions, parts, and additions to, alt replacements of, and all substitutions for, any of such property; and together with’ _~
all issues and profits thereon and proceeds (including without limitation all insurance proceeds and refunds of premiums)-*
from any sale or other disposition of the Property.

Property. The word "Property” means collectively the Real Property and the Personal Property.
Real Property. The words "Real Property” mean the real property, inter =~ *rthar described in this Deed.”
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o T rust.

¢« Related Documents. The words "Refated Documants® mean all promissory notes, credit agreements, loan agresments,
~“guarantiés, security agreemenls, mortgages, deeds of trust, security deeds, collateral morlgages, and all other
instrumants,. agreements and documenis, whether now or hereafler existing, executed in conneclion with the
Jindebtedneéss; provided, that the environmental indemnity agreements are nol "Related Documents” and are not securad

i by this Deed of Trust.

“Rents. The word "Renls” means all present and future rents, revenues, income, issues, royaities, profits, and other
‘benafits denved from the Property.

Trustee. The word "Truslee” means Land Title Co. of Skagit County, whose maillng address is 111 E. George Hopper
Rd., Burllngton. WA, 98233 and any subslitute or successor frustees.

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

GRANTOR:

THE GA

BRU G.

REVQO(S E|'|' |vos sT A

nsvocuiaen . RVIVSTKRUST ‘
Tf-iuéj.-«'AéKNOWLEDGMENT
STATE OF __ CAL I PaAnY
yss
countyoF __JAn) DIi6o )

On this __STH day of _ .20 Ot , before me, the undersigned
Notary Public, personally appeared BRUCE G. GALLAGHER, Truslee md CAROL .. GALLAGHER Trustee, and
personally known to ma or proved to me on the basis of salistactory evidence to be authorized truslees or agents of the trust
that executed the Desd of Trust and acknowladged the Deed of Trust to be:the free and voluntary act and deed of the trust,

by auth set forth in the tr ocuments or, by authority of Statute, fof the uses and purposes therein mentioned, and on
oath s that tbazziiui to execule this Deed of Trust and in iact execuled the Deed of Trust on bahalf of the frust.
s . Residingat __$An  DEGO

Notary Pubic in and for the State CA My cnmmlsslon expies {123 2001

- Brstt Thomas: Bayley ;

Q Comm. #1162796 - 8

OTARY PUBLIC  CALIFORNA
: SAN BIEGO COUNTY

Comm. Exp Nav 23, 2001 <

REQUEST FOR FULL RECONVEYANCE
To: , Trustes

The undersigned is the legal owner and holder of all indebtednass secured by this Deed of Trust You are hereby requested,
upon payment of all sums owing to you, 1o reconvey without warranty, to the persons enlltled thereto the right, title and
interest now held by you under the Deed of Trusl. _

Date: . Beneﬂclary
:...By.: B
Its:
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