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DEED OF TRUST

DATE: October 26, 2001 o

Reference # (if appllcable) 25953 -5 Additional on page
Grantor(s):
1. GURNO, CLEMENTW

Grantee(s) —
1, Skagit State Bank - .
2. Land Title Company of Burhngton Trustee

Legal Description: APTN OF THE E 1!2 OF NE 1!4 25-36-4 EW.M. Additional on page
Assessor’s Tax Parcel iD#: P49915 & P49925

THIS DEED OF TRUST is dated October. 26, 2001, among CLEMENT W. GURNO, AS HIS
SEPARATE PROPERTY, whose address is: 4288 STATE ROUTE 9, SEDRO-WOOLLEY, WA
98284 ("Grantor"); Skagit State Bank, whose mailing address is Main Office, 301 E. Fairhaven
Ave, P O Box 285, Burlington, WA 98233 (referred to below sometimes as "Lender" and
sometimes as "Beneficiary"); and Land Title Company of ‘Burlington, whose mailing address
is P O Box 445, Burlington, WA 98233 (referred.to below as "Trustee").
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CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys o 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, tifle, and interest in and to the
following describéd real property, together with all existing or subsequently erected or affixed buildings, mprevements and
fixtures; all easements, rights of way, and appurtenances; all water, water rights and ditch rights {including stock in utilities
with ditch or lrrigatlon rights}; and all other rights, rovalties, and profits relating to the real property, including without limitation
all minerals, oil, gas, geelhermal and similar matters, {the "Real Properlgy") located in SKAGIT County, State

of Washlngton

See 'SEE: EXHIBIT "A=1", which is attached to this Deed of Trust and made a part of this
Deed ef Trust as if fuIIy set forth herein.

The Real Property or its address is commonly known as 4288 STATE ROUTE 9,
SEDRO-WOOLLEY WA 98284 The Real Property tax identification number is P49915 &
P49925

REVOLVING LINE OF CREDIT Specirically, in addition to the amounts specified In the Indebtedness definitlon, and
without Himitation, this Deed of Trust secures a revolving line of credit,with a varlable rate of Interest, which obligates
Lender {o make advances to Granior up to the credit limit 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 aliows
negative amortization. Such-advances -may be made, repaid, and remade from time to fime, subject to the limitation
that the total outstanding balance. owing at'any one llme not Including finance charges on such balance at a fixed or
variable rate or sum as provided in the Credit Agreemenl, 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
Crediit Limit as provided In the Credit Agreemieni. It is the Intention of Grantor and Lender thai this Deed of Trust
secures the balance oufstanding unider the Credit Agreement from time 1o ime from 2ero up to the Credit Limit as
provided in this Deed of Trust and any intermediate balance. Funds may be advanced by Lender, repaid, and
subsequenily readvanced. The unpald balance of the revolving line of credit may at cerfain limes be lower than the
amount shown or zero. A zero balancé does.nol terminate the line of credit or ferminate Lender's obligation 1o
advance funds to Grantor. Therefore, 1he llen ol' lhls Peed of Trust will remain in full force and effect notwithstanding
any zero halance. d

Grantor hereby assigns as security to Lender, all of Granlors ight, litle, and interest in and to all Isases, Rents, and profits of
the Property. This assignment is recorded in accerdance with RCW 65.08.070; the lien created by this assignment Is intended
to be specific, perfected and choate upen the recording. of this Dead of Trust. Lender grants to Grantor a license to collect
the Rents and profits, which license may be revoked at Lender s oplion and shall be automatically revoked upon acceleration
of alt or part of the Indebtedness.

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

PAYMENT AND PERFORMANCE. Except as otherwise prowded in thls Deed of Trust, Grantor shall pay to Lender all
amounts secured by this Deed of Trust as they become due, and shail strictly’and in a timely manner perform all of Grantor's
obligations under tha Cradit Agreement, this Deed of Trust, and the. Relate‘d Documents.

POSSESSION AND MAINTENANCE OF THE PROPERTY. Grantor agrees that Grantors possession and usa of theProperty
shall be governed by the following provisions:

Possession and Use. Until the occurrence of an Evant of Default, Gramor may’ (1} remain in possession and control of
the Property; (2) use, operale or manage the Property; and (3) ¢ollect the Rents from the Property (this privilege is a
license from Lender to Grantor automaticafly revoked upon default) .The foliowing provisions relate to the use of the
Property or to other limitations on the Property. Tha Real Property is not'used prmc:lpelly for agricultural purposes.

Duty to Maintain. Grantor shall maintain the Property in good conditior“and promptly perform all repairs, replacements,
and maintenance necessary to preserve its value. :

Compliance With Environmental Laws. Grantor represents and warrants: te Lender that (1) During the perod of
Grantor's ownership of the Property, thers has been no use, generalion, ‘manufacture, siorage, treatment, disposal,
release or threalened release of any Hazardous Substance by any person on, under, about of from the Property; (2)
Grantor has no knowledge of, or reason to believe that there has been, ‘excepl as’previously disclosed to and
acknowledged by Lender in writing, (a) any breach or viclation of any Environmental-Laws, (b) any use, generation,
manufacture, storage, treatment, disposal, release or threatened release of any Hazardous Substarice on, under, aboui
or from the Properly by any prior owners or occupants of the Property, or {c) any ‘actual o threalenad litigation or
clalms of any kind by any person relating to such mallers; and (3) Except! as previously: dlsclosed 1o and acknowledged
by Lender in writing, () neither Grantor nor any lenant, contractar, agent or other authorizad tiser of the Property shall
usa, generate, manufacture, store, treat, dispose of or release any Hazardous Substance-on, under,-about or from the
Properly; and (b) any such activity shall be conducted in compliance with all applicable federal, state; and local laws,
regulations and ordinances, including without limitation alt Envirgnmental Laws. Grantor-aythorizés Lender and its
agents to enter upon the Property to make such inspections and tesls, at Grantor's expengs,-as‘L.ender- may deem
appropriate to determine compliance of the Property with this section of the Deed of Trusl. Any inspdctions or tests
mads by Lender shall be for Lender’s purposes only and shall not be construed to create any respansibility or liability on
the part of Lender to Grantor or to any other person. The representations and warranties containad héerei are’based on
Grantor’s due diligence in investigating the Property for Hazardous Substances. Grantor hereby (1) releases and
waives any fulure ¢laims against Lender for indemnity or contribution in the event Grantor becomes liable for. cleanupor
other cosls under any such laws; and (2) agrees to indemnify and hold harmless Lender against afly and ‘al‘claims,
losses, liabilities, damages, penalties, and expenses which Lender may directly or indirectly sustain or syffer resulting ..
from a breach of this section of the Deed of Trust or as a consequence of any use, generation, manufacfure, storage, ¢
disposal, release or threalened release occurring prior to Grantor's ownership or interest in the Property, whether ornot
the same was or should have been known to Grantor. The provisions of this section of the Deed of Trust, includirig the ./
obligation to indemnify, shall survive the paymeant of the indsbtedness and the salistaction and reconveyance of the Ilenj’
of this Deed of Trust and shall nat be affected by Lender's acquisition of any interest in the Property, whether by
foreclosure or otherwise. s

Nuisance, Waste. Grantor shall not cause, conduct or permit any uisance nor commit, permit, or suffer any stnppmg q_f--""'
or waste on or lo the Property or any portion of the Property. Without limiting the generality of the foregeing, Grantor.will
not remove, or grant to any other party the right to remove, any timber, minsrals (including oit and gas), coal, clay,
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EXHIBIT "A-1"

DESCRIPTION

That portlon of the Southeast ¥ of the Northeast ¥ of Section
25, Township 36 North, Range 4 East, W.M., lying within the
followingaboundaries-

Beglnnlng at & point on the West line of the Sedro-Woolley-
Wickersham- nghway which point is 1,105.6 feet North of the
South line -0f. said Southeast ¥ of the Northeast Y;

thence West to: the East boundary of the Northern Pacific Railway
right of way; .7 .

thence North along -said East boundary 226.8 feet, more or less,
to the North' lineé of ‘said Southeast ¥ of the Northeast u;
thence East along sald North line to the West line of said
Highway;

thence South along sald West line 226.8 feet, more or less, to
the point of beglnnlng

ALSO, that portlon oof the Northeast ¥ of the Northeast ¥ of
Section 25, Township-36 North, Range 4 East, W.M., lying within
the follow1ng descrlbed boundarles

Beginning at the 1ntersect10n of the South line of said
Northeast ¥ of the Northeast ¥ with the West line of the Sedro-
Woolley-Wickersham Highway;

thence North along said West line 169.2 feet;

thence West to East line of the Northern Pac1f1c Railway right
of way;

thence South along right of way tO the South line of said
Northeast ¥ of the Northeast Y; -~ ~

thence East along said South 11ne to the point of beginning.

Situate in the County of Skaglt,~Statemof:Wash1ngton.
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_sceria-"‘eoil gravel or rock products without Lender’s prior written cansent.

iy 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 removel of any Improvements, Lender may require Grantor to make
arrangements satistactory to Lender to replace such Improvements with Improvements of at least equal value,

Lenders nghl to Enter. Lender and Lender's agents and representatives may enter upon the Real Property at all
reasonable fimes to attend to Lender's inferests and to inspect the Real Property for purposes of Grantor's compliance
wittrthe tefms and gonditions of this Deed of Trust.

Cempllence with Governmenial Requirements. Grantor shall promplly comply, and shall promptly cause compliance
by all agents; terianis or other persons or entities of every nature whatsoever who rent, lease or otherwise use or occupy
the Property.in, dny mannar, with all laws, ordinances, and regulations, now or hereafter in effect, of all governmental
authorities-applicable fo the use or occupancy of the Property. Grantor may contest in good faith any such law,
ordinance, or regulation’ and withhold compliance during any proceeding, including appropriate appeals, so long as
Grantor has notified Liender in writing prior to doing so and so long as, in Lender's scle opinion, Lender's interests in the
Properly are not jeopardlzed Lender may require Grantor to post adequate security or a surely bond, reasonably
satisfactory to Lender, te protect Lender's interast.

Duty o Protect: Grantor agrees nelther to abandon or 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 Properly are reasonably
necessary to protect and preserve the Property,

TAXES AND LIENS. The foliewmg provn_'_‘ons relating to the taxes and liens on the Property are part of this Deed of Trust:

Payment. Grantor shall pay when due tand in all events prior to dslinquency) all taxes, special taxes, assessments,
charges (including water and sewer), finas and impositions levied against or on account of the Property, and shali 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 havmg :priority over or squal to the interest of Lender under this Deed of Trust,
except for the lien of taxes and assessments riot due, except for the Existing Indebtedness referred to below, and except
as otherwise provided in this Degd of Trusty

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, s long-a$ Lender's interest in the Property is not jeopardized. If a iien arises or is
filed as a result of nonpayment, Grantor shall-within‘titeen (15) days after the lien arises or, if a lien is filad, within fifteen
{15) days after Grantor has nolice of the filing, segure the discharge of the lien, or if requested by Lender, deposit with
Lender cash or a sufficient corporate surety bond or other security satisfactory to Lender in an amount sufficient to
discharge the lien plus any costs and altarneys' fees,.or cther charges that could accrue as a result of a fereclosure or
sale under the lien. In any contest, Grantor shalt defend itself and Lender and shall satisfy any adverse jutgment before

enforcement against the Property. Grantor shail neme Lender as an additional obligee under any sursty bond furnished
in the contest proceedings.

Evidence of Payment. Grantor shall upon demand turnish to Lender satisfactory evidence of payment of the taxes or
assessments and shall authorize the appropriate gouernmental oﬂ|c1at 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 ﬁfteen {15) days before any work is commenced, any
services are furnished, or any materials are supplied to the Property;: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 Grarrter can apd will pay the cost of such improvements.

PROPERTY DAMAGE INSURANCE. The following provisions: relatmg te |nsur|ng the Property are g part of this Deed of
Trust.

Maintenance of Insurance. Granfor shall procure and malnlam pehmes el fire insurance with standard extended
coverage endorsements on a fair valug basis for the full insurable valtie covering all Improvements on the Real Property
in an amount sufficient to avoid application of any colnsurance clalse, and with a standard mortgagee clause in favor of
Lender, together with such other hazard and liabitity insurance as Lender may reasonably require. Policies shall be
written in form, amounis, coverages and basis reasonably acceptablé. to Lender ‘ang.issued by a company or companies
reasonably acceptable to Lender. Grantor, upon request of Lender, will deliVer-to Lander from time fo time the policies
or certificates of insurance in form salisfaclory to Lender, including stipulations that coverages will not be cancelled or
diminished without at least ten (10) days prior written nolice to Lender. Each insurance policy also shall include an
endorsement providing that caverage in favor of Lender will not be impaired in any way by any act, omission or defautt
of Grantor or any other person. Should the Real Property be located in‘an area designated by the Director of the
Federal Emergency Management Agency as a special flood hazard area, Grantor-agrees to-obtain and maintain Federal
Flood tnsurance, if available, for the full unpaid principal balance of the loan and-any'prigr ligns on the property securing
the loan, up to the maximum policy limits set under the National Flood Insurance Program, or as ethemnse raquired by
Lender, and to maintain stuch insurance for the term of the lpan. .

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the Propedy Lender may
make proof of loss if Grantor fails to do so within fifleen (15) days of the casualty. Whether or not.LL.ander's security is
impalred, Lender may, at Lender's election, receive and retain the proceeds of any insurance ‘and apply ihe proceeds to
the reduction of the Indebtedness, payment of any lien affecting the Property, or the restoration and repair of the
Property. If Lender elects to apply the procesds to restoration and repair, Grantor shall repair-or. raplace the.damaged or
destroyed Improvements in a manner satistactory lo Lender. Lender shall, upon satisfactory proof of such expendtture
pay or reimburse Grantor from the proceeds for the reasonable cost of repair or restoration if Graritor issnotvin default
under this Deed of Trust. Any proceeds which have not been disbursed within 180 days after their receipt and which
Lender has not committed to the repair or restoration of the 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 appligd to.the.principal
balance of the Indebledness. If Lender holds any proceeds after payment in full of the Indebtedness. such preeeeds
shall be paid without interest to Grantor as Grantor's interests may appear. :

Unexpired Insurance at Sale. Any unexpired insurance shall inure to the benefit of, and pass to, the purcheeer ef lhe-'-e.
Properly covered by this Deed of Trust at any trustee’s sale or other sale held under the provisions of this Deed of Trust e
or at any foreclosure sale of such Property. :

Compliance with Existing Indebtedness. During the pericd in which any Existing Indebtedness deecnbed beiow isdne o
effect, compliance with the insurance provisions contained in the instrument evidencing such Existing Indeblednass shall .-~
constitute compliance with the insurance provisions under this Deed of Trust, to the exdent compliance with the terms ot -
this Deed of Trust would constitute a duplication of insurance requirement. |f 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 ef the
proceads 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, -
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~ encumbrances, and other claims, (B) to provide any required insurance on the Property, (C) to make rapairs o the
Property-tr to comply with any obligation to maintain Existing Indebledness 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 Proparty, then
:Lender.on Grantors behalf may, but is not required to, take any action thal Lender believes to be appropriate to protect
kénder's interests.. All expanses 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 ta the date of repayment by Grantor. All such axpenses
will become a part of the Indebtedness and, at Lender’s option, will {A) bae payable on demand; (B) be added to the
balgn_ce__‘_of the.Credit Agreement and be apportioned among and be payable with any installment payments to become due
during eithar-{1)- the-term of any applicabls 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 al the Credit Agreement's maturity. The Daed of Trust also will
secure payment-ot these amounts. The rights provided for in this paragraph shall be in addition to any other rights or any
remedies to which'Lendsr. may be entilled on account of any default. Any such action by Lender shall not be construed as

curing the defatill so.as to bar Lender from any remedy that it otherwise would have had.

_\II_VAF:RANTY;' DEFENSE OF TITLE. The following provisions relating to ownership of the Praperty are a part of this Deed of
rust:

Title. Grantor warrahts: that: (a)} Grantor holds good and marketable title of record to the Properly in fee simple, free
and clear of all liens and en¢umbrances other than those set forth in the Real Property description or in the Existing
Indebtedness section below or in any fitle insurance policy, fitle report, or finai 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. Subject to-the exceptian in the paragraph above, Grantor warrants and will forever defend the title to
the Property against the lawful olaims of all persons. In the event any action or proceeding is commenced that questions
Grantor's fitle or the interest of Trustea o Lender under this Deed of Trust, Grantor shall defend the action at Grantor's
expense. Granfor may be the nominak party in such proceeding, but Lender shall be entitled to participate in the
proceeding and to be representad in the proceeding by counsel of Lender's own choice, and Grantor will deliver, or
cause o be dsiiverad, to Lender such instruments as Lender may request from time to time to permit such participation.

Compliance With Laws. Grantbr' waffé;nl’é that 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 promises, __agreéhign{s; and statements Grantor has made In this Deed of Trust shall survive
the execution and dslivery of this Dead of Teust,'shall be continuing in nature and shall remain in full force and effact until
such time as Grantor's Indebtedness is paid in.fulk

EXISTING INDEBTEDNESS. The following prov_i's.iqrié coméfﬁing 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 exisling
llen. Grantor expressly covenanlts and agress to‘pay; or see to the payment of, the Existing Indebtadness and to prevent
any default on such indebtedness, any defadit 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 morlgage, deed of trust, or other
security agreement which has priority over this Deeg of Trust by which that agreement is medified, amended, extended,
or renewed withoul the prior writlen consent of Lender. Grantor shall neither request nor accept any fulure advances
under any such security agreement without the prior written censent of Lender.

CONDEMNATION. The following provisions relating to condemng_ﬁbn procéeéings are a part of this Deed of Trust:

Proceedings. If any proceeding In condemnation is filed;. Grantor shdll promptly notity Lender in writing, and Grantor
shall promplly lake such steps as may be necessary to defend the.dction-and obtain the award. Grantor may bse the
nominal party in such proceeding, but Lender shall be entilled 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 raquested by Lender from fima to time to permit such
participation. Pd i

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*elsction-‘requiré that all or any portion of the net
proceeds of the award be applied lo the Indebtedness or the repair or restorafion of the Property. The net proceeds of
the award shalt mean the award after payment of all reasonable costs, expenses,and attorneys’ fees incurred by Trustea
or Lender in connection with the condemnation., Do

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORIfIES. The..fi:llgwing provisions relating to
governmental taxes, fees and charges are a part of this Dead of Trust: KR A

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

Taxes. The following shall constitule 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 Indebledness secured by this Deed of Trust; (2) a specific.tax on Grantor which
Grantor is authorized or required to deduct from payments on the Indebtadness secured by this type of Dead of Trust;
{3) a tax on this typs of Deed of Trust chargeable agalnst the Lender or the holder of the Credit Agreement; and (4) a
specific tax on all or any portion of the Indebledness or en 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 al! of its avallable remedies for
an Event of Defaull 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 deposits with Lender cash or’a sufficient
corporate surety bend or other security satistactory to Lender. Lo R T

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions relating to this Dead of Trist‘as a security
agreement are a part of this Deed of Trust: S

Securily Agreement. This instrument shall constitute & Security Agreement to the extent any of the Properff conét_itdie‘s,ﬁ

fixtures, and Lender shall have all of the rights of a secured party under the Uniform Commercial Code as amended from’

time to tima.

Securlty Interest. Upon request by Lender, Grantor shall exacute financing statements and take whatever other actlon
is requested by Lender to perfect and continue Lender's security interest in the Personal Property. In addition to
racording this Deed of Trust in the real property records, Lender may, at any time and without further authorization from

Grantor, file executad counterparts, copies or reproductions of this Deed of Trust as a financing statement. Grantor shall
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! reimbuirse tender for all expenses incurred in perfecting or continuing this sacurity interest. Upon default, Grantor shall
¢ nok-Temave, sever or detach the Persanal Property from the Property. Upon default, Grantor shall assemble any
. Parspnal Property not affixed ta the Properly in a manner and at a place reasonably convenient to Grantor and Lender
“+“and make It available to Lender within three (3) days after recaipt of written demand from Lender to the extent permitted
by applicable:law.

Addresses. ‘The mailing addresses of Grantor (debtor) and Lender (secured party) from which Information concerning
the security-interest.granted by this Deed of Trust may be obtained (each as required by the Uniform Commercigal Code)
are.as stated on the first page of this Deed of Trust.

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

Further Assurances. At.any time, and from time to time, upon request of Lender, Grantor will make, execuls and
deliver, or will cause to.be'made, executed or delivered, to Lender or to Lender's designee, and when requesfed by
Lender, cause to be filed; recorded, refiled, or rerecorded, as the case may be, at such times and in such offices and
places as Lender-fnay: deam- appropriate, any and all such mortgages, deeds of trust, sacurity deeds, security
agresments, financing"staterments, continuation statements, instruments of further assurance, certificates, and other
documents as may, in tha'solé ppinion of Lender, be necessary or desirable in order fo effectuate, complete, perfect,
continue, or preserve () -Grantor's obligations under the Credit Agreement, this Deed of Trust, and the Related
Documents, and (2) the liens and security interests created by this Deed of Trust on the Property, whether now owned
or hereafter acquired by .Grantor. . nless prohibited 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.

Attorney-in—Fact. if Grantor fails 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 attarnay—in—fact for the pufpose of making, executing, delivering, filing, recording, and doing all other things
as may be necessary or desifable, in Lender’s sole opinion, to accomplish the matters referred fo in the preceding
paragraph. S

FULL PERFORMANCE. If Grantor pays all thé Indebledness when due, terminates the cradit ine account, and otherwise
performs all the obligations imposed updn Grantor under this Deed of Trust, Lender shall execule and dsliver to Truslee a
request for full reconveyance and shal“execute-gnd deliver o Granlor suitable statements of lermination of any financing
staternent on fils evidencing Lender's secusity 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
perscns legally entitied therato™, and the recitals in the reconveyance of any matters or facts shall be conclusive proof of the
truthfulness of any such matters or facts. o

EVENTS OF DEFALLT. Grantor will be in default undeér this Deed of Trust if any of the following happen: (A) Grantor
commits fraud or makes a material misrepresentation.dt ary time in connection with the Credit Agreement. This can include,
for example, a false staterment about Grantor's incofme, assels, liabilities, or any other aspects of Grantor’s financial condition,
(B) Grantor doss not meet the repaymant terms of the Credit Agreement. (C) Grantor’s aclion or inaction adversaly affects
the collateral or Lender's rights in the collateral. This can include, for exampile, failure to maintain required insurance, waste or
destructive use of the dwelling, failure 1o pay taxes, death of all persons'iiable on the account, transfer of title or sale of the
dwaelling, creation of a senior lien on the dwelling without Lender's permission,-foreclosure by the-holder of another lien, or the
use of funds or the dwelling for prohibited purposes. s

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default‘occurs Under this Deed of Trust, at any time thereatter,

Trustee or Lender may exercise any one or more of the followirig rights and remedies:

Election of Remedies. All of Lendet’s rights and remedies.will- be’curnulative and may be exercised alone or togsther.
An election by Lender to choose any one remedy will not bar Lender frem using any ofher remedy. If Lender decides to
spend money or to perform any of Grantor's obligations under this Deed” 6f Trust, after Grantor's failure lo do so, that
decision by Lender will not affect Lender's right to declare Grantor in‘default and to exercise Lender's remadies.

Accelerate Indebledness. Lender shall have the right at ils optioﬁ. to declare__-t’hé enlire Indebledness immediately due
and payable. 5

Foreclosure. With respect to all or any part of the Real Property, the'TrgSlee._sﬁall Hava-the right to exercise ils power of
sale and to forsclose by notice and sale, and Lender shall have the right to foreclose By judicial foreclosure, In elther
case in accordance with and fo the full extent provided by applicable law. C Eon

UCC Remedies. With respect fo all or any part of the Personal Property, Lendefr shall havef:all the rights and remedies of
a secured party under the Uniform Commercial Code. EE

Collect Rents. Lender shall have the right, without notice to Grantor to take-possession-of ahd manage the Property
and collect the Rents, including amounts past due and unpaid, and apply the nét procéeds, over and above Lender’s
costs, against the Indebtedness. In furtherance of this right, Lender may require any ténant or other User of the Properly
to make payments of rent or use fees directly to Lender. If the Rents are collected By Lender, ten Grantor irrevacably
designales Lender as Grantai’s altorney—in—fact to endorse instruments received in payment théreof in the name of
Grantor and to negotiate the same and collect the proceeds. Payments by tenants or other-isers to kender in response
to Lender's demand shall safisfy the obligations for which the payments are made, whether.or not any proper grounds
for the damand existed. Lender may exercise its rights under this subparagraph either in person; by agent, or through a
receiver. &S

Appoint Receiver. Lender shall have the right io have a receiver appointed to take possassion of allor any part of the
Property, with the power to protect and preserve the Property, to operate the Property preceding or pending foreclosure
or sale, and to collect the Rents fram 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 appaintment
of a receiver shall exist whether or not the apparent value of the Property exceeds the Indebtedness by-a substantial
amount. Employment by Lender shall net disqualify & person from serving as a recsiver. P

Tenancy at Sufferance. If Grantor remains in possassion of the Property after the Property is sold as provided-above or

Lender otherwise becomes entifled 1o possession of the Property upon default of Grantor, Grantor shall béecome 8™
tenant at sufferance of Lender or the purchaser of the Property and shall, at Lender's option, either “(1} pay 4 :
reasonable rental for the use of the Property, or (2) vacale the Property immediately upon the demand of Lender,~ 7

Other Remedies. Trustee or Lender shall have any other right or remedy provided in this Deed of Trust or the Credit’ .
Agreement or by law. P E

Notice of Sale. Lander shall give Grantor reasonable notice of the time and place of any public sale of the Personal -
Property or af the lime after which any private sale or other intended disposition of the Personal Property is to be mads.
Reasonable notice shall mean nofice given at lsast 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.

TSR
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k 'Sale of the Property. To the extent permitted by applicabls law, Grantor hereby waives any and all rights to have the

i i Propérty marshalled. In exercising its rights and remedies, the Trustee or Lender shall be free to sell all or any part of the

** Propertyfogether or separately, in one sale or by separate sales. Lender shall be enfitied to bid at any public sale on all
.~ or any portion of the Property.

Atorneys' ‘Fees; Expenses. If Lender institutes any suit or action to enforce any of the terms of this Deed of Trust,
Lender shall be entitied to recover such sum as the court may adjudge reasonable as attorneys’ fees at trial and upon
‘any appeak Whether or not any court action is involved, and to the extent not prohibited by law, all reasonable
expensesLender.incurs that in Lender's opinlon are necessary at any time for the protection of its inlerest or the
enforcement of its rights shall become a part of the Indebtedness payable on demand and shall bear interest at the
Cradit Agreement rale from the date of the expenditure until repaid. Expenses covered by this paragraph include,
without Iimitation, however subject to any limits under applicable law, Lender's atorneys’ fees and Lender's legal
expenses, whether or not there is a lawsuil, including ettorneys' fees and expenses for bankruptcy proceedings
{including ‘efforts te modify or vacate any automatic stay or injunclion), appeals, and any anticipated post—judgmenf
collection sarvices, the cost of searching records, obtaining title reports (including foreclosure raporls), surveyors'
reports, and appralsl fees, fitle insurance, and fees for the Trustee, to the extent permitted by applicable law. Grantor
glso will pay any court cosfs .ir- addition to afl other sums provided by law.

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 relafing to the powers and obiigations of Trustee
{(pursuant to Lender's Instructions) are part of this Deed of Trust:

Powers of Trustee. |n addmon fo all powers of Trustee arising as a matter of law, Trustee shall have the power to take
the following actions with respect1d the Property upon the written request of Lender and Grantor: (a} join in prepdring
and filing a map or plat of tha.Real Property, including the dedication of sireets or other rights to the public; - (b) Jein in
granting any easemsnt or:créaling any restriction on the Real Property; and (c) join in any subordination or other
agreement affecting this Deed of Trust or: fhe interest of Lander under this Deed of Trust.

Obligations to Notify. Trustee “shall not: be obhgaled to notify any other party of a pending sale under any other trust
deed or lien, or of any action orprogeadirig in which Grantor, Lender, or Trustee shall be a party, unless required by
applicable Iaw, or unless the action or proceedmg is brought by Trustee.

Trustee, Trustes shall meet all quallfrcatfons reqt.ured for Trustee under applicable law. In addition to the rights and
remedies set forth above, with respect'to all or'any-part of the Praperty, the Trustee shall have the right lo foreclose by
nolice and sale, and Lender will have the'right ta forsclose by judicial foreclosure, in either case in aceordance with and
to the full extent provided by applicable law.

Successor Trustee, Lender, at Lender’s optlon may from time o time appoint a successor Trustee to any Trustes
appointed under this Deed of Trust by an instrument executed and acknowledged by Lender and recorded in the office
of the recorder of SKAGIT County, State of Washington. The instrument shall contain, in addition to all other matters
required by state law, the names of the eriginal Lender, Trustee, and Grantor, the book and page or the Auditor’s File
Number where this Deed of Trust is recorded, ‘and the name and address of the successor trustee, and the instrument
shall be executed and acknowledged by Lender or its successors in 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
applicabla law. This procedure for substitution of Trustes shall govern lo the exciusion of all other provisions for
substitution. 5

NOTICES. Subject to gpplicable law, and except for notice required or allowed by law to be given in another manner, any
naotice required to be given under this Deed of Trust, including without limitation any notice of default and any notice of sale
shall be given in writing, and shall be eHeclive when actually, defiversd, when actually raceived by telafacsimile {unless
otherwise requirad by law), when deposited with a nationally recognized overmght courier, or, if mailed, when deposited in
the United States mait, as first class, certified or regislered mail postags prépaid, directed lo the addresses shown near the
beginning of this Deed of Trust, Al copies of notices of foreclosure fromi the holder ‘of any lien which has priority over this
Dead of Trust shall be sent to Lender's address, as shown near the beginning of this:Deed of Trust. Any person may changs
his or her address for notices under this Dead of Trust by gnvmg formal writtennetice to the other person or persons,
specifying that the purpose of the notice is ta change the person’s address. For'noflce purposes, Grantor agrees to keep
Lender informed at all times of Granlor's cument address. Subject to appllcable Taw,..and except for notics required or
allowed by law to be glvan in another manner, if thera is more than one Grantor, any noflce given by Lender to any Grantor is
deemad to be nclice given to all Grantors. 1t will be Grantor's responsibility to tell the othars ‘of the notice from Lender.

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

Amendments. What is written in this Deed of Trust and in the Related Doo_urnenfs is Gr;anfgr’s entire agreement with
Lender concerning the malters 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 cbligated by | the change or amendment.

Capllon 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 Trusf with: any ofher interast or estate
In the Property at any time held by or for the benefit of Lender in any capacity, without fha wiitteri consenf of Lender.

Governing Law. This Deed of Trust will be governed by and Interpreled in accordance with federal law and the
laws of the State of Washington. This Deed of Trust has been accepted by Lender in the: State'of ‘Washington.

No Waiver by Lender. Grantor understands Lender will not give up any of Lender's rights- under thig’ Deed of Trust
unless Lender does so in writing. The fact that Lender delays or omits to exercise any right will riot mean that Lender
has given up that right. if Lender does agree in writing to give up one of Lender’s rights, that doas:ngt meari Graritor will
not have to comply with the other pravisions of this Deed of Trusl. Grantor also understands that if Leinder does consent
to a request, that does not mean thal 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
Lander will be required to consent to any of Grantor's future requests. Granlor waives prasentrnent demand foi
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_ 5
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 mvahd or,f
unenforceable. :

Successors and Assigns. Subject to any limitations stated in this Deed of Trust an transfer of Grantor's |nferesl this:
Deed of Trust shall be binding upon and inure to the benefit of the parties, their successors and assigns. If ownership: of__,..--"‘
the Property bacomes vested in a person other than Grantor, Lender, without notice to Grantor, may deal with Granlor's
successors with reference to this Deed of Trust and the indsbtedness by way of forbearance or extension without
releasing Grantor from the obligations of this Deed of Trust or liability under the Indebtedness.
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' ___Tihi?si’é of the Essence. Time is of the essence In the perfermance of this Deed of Trust.

o Waiver-of. Homestead Exemplion. Grantor hereby releases and waives all rights and benefits of the homestead
exemptwn laws of the State ot Washington as te all Indebtedness secured by this Deed of Trust.

DEFINITIONS The following words shall have the following meanings when used in this Deed of Trust: s W
Beneﬂc;ary The word "Beneficiary” means Skagit State Bank, and its successors and assigns.

Borrower The word "Borrower" means CLEMENT W. GURNO, and all other persons and entitfes: S|gn|ng the Credit
Agreement

Credit A reemenI The words "Credit Agreement" mean the credit agreement dated October 26, 2001, with credit
limit of $42,000.00 rom Grantor to Lender, together with all renewals of, extensions of, modifications of,
refinancings of, consolidations of, and substitutions for the promissory nofe or agresment. The malurity dale of this Deed
of Trust is 10-26-2011.."

Deed of Trusl. The words “Deed of Trusi” mean this Deed of Trust among Grantor, Lender, and Trustee, and inciudes
without Ilmltatlon all assrgnmerﬂ and security interast provisions retating to the Personat Property and Rents.

EnvIronmenIaI Laws “The words "Environmental Laws" mean any and all state, federal and local statutes, regulations
and ordinances relating”to .the prolection of human health or the environment, including without limitation the
. Comprehensive Enwronmental Fesponse, Compensalion, and Liability Act of 1980, as amended, 42 U.S.C. Section
‘9601, et seq. ("CERCLAY, the’ ‘Syperfund Amendments and Reauthorization Act of 1986, Pub. L. No. 99499 ("SARA"),
the Hazafdous Materials TI’EII'ISpDI‘tatICIn Act, 49 U.S.C. Section 1801, st seq., the Resource Conservation and Recovery
Act, 42 U.S.C. Section- 6901 et-seq., or other applicable state or federal taws, rules, or regulations adopted pursuant
thersato.

Event of Default. The words "Event af Default” mean any of the events of default set forth in this Deed of Trust in the
events of default section of Ihls Deed of T rusI

Exlsting Indebtedness, The: words "Exmlmg Indebtedness” mean the indebtedness described in the Existing Liens
provision of this Deed of Trust. G

Grantor. The word "Grantor” rneans CLEMENT W ‘GURNO.

Hazardous Substances. The words "Hazardous Substances” mean materials that, because of iheir quantity,
concentration or physical, chemical or-ififeclicus characteristics, may cause or pose a present or potenlial hazard to
human health or the environment when® |mpraperly used, treated, stored, dlsposed of, generated, manufactured,
transporied or otherwise handled. The words "Hazardous Substances" are used in their very broadest sense and
inctude without limitation any and all hazardous or taxig-substances, materials or waste as defined by or listed under the
Environmental Laws. The lerm "Hazardoiis Subslafices™ also includes, without limitation, petroleum and petroleum
by-products or any fraction thereof and asbestos. -+

Improvements. The word "Improvements”™ rrieahs all existing and future improvements, buildings, structures, mobile
homes affixed on the Real Property, tacilities, additions, replacements and other construction on the Real Property.

indebtedness. The word "Indebtedness” means all ‘principal, |nterest and other amounts, costs and expenses payable

under the Credit Agreement or Relatgd Decuments, together with all renewals of, extensions of, modifications of, =~

consolidations of and substitutions for the Credit Agreement .or Relaled Documenis and any amounts expended or
advanced by Lender to discharge Granlor's abligations of expenses incurred by Truslee or Lender 1o enforce Grantor's
obligations under this Deed of Trust, together with. interest.on such amounts as provided in this Deed of Trust.

Lender. The weord "Lender" means Skaglt StateBank its suct:essors and assigns. The words "successors or assigns”
mean any person or company thal acquires any interest in the-Credit Agreement

Personal Property. The words "Personal Properly™ mean all equipment, fixtures, and other articles of personal property
now or hereafter owned by Grantor, and now or hereafter attached or affixed to the Real Property; together with all
accessions, parts, and additions to, all replacements of, and all substitutions fof, gny of such property; and together with
all issues and profits thereon and proceeds (including withaut limitation aII |nsuranca proceads and refunds of premiums)
from any sale or other disposition of the Property, :

Property. The word "Property” means collectively the Real Property and Ihe Personal Proparty. The word "Property”
also includes all mabile homes, modular homes, and similar structures, nowsor hereafter situated on the Real Property,
and such structures shall be and shall remain Personal Property regardless of whether such structures are affixed to the
Real Property and irespective of the classification of such structures for the purpose of fax‘assessments. The removal or
addilion of axles or wheels, or the placement upon or removal from a concrete base shaII not alter the characlerization
of such structures. g :

Real Froperty. The words "Real Property” mean the real property, interests and rights-, as-further described in this Deed
of Trust. e

Related Documents. The words "Related Documents” mean all promissory notes, credit agreements, loan agreements,
environmental agreements, guaranties, security agreements, morigages, deeds of trust, sécurity deeds, collateral
mortgages, and all other instruments, agreements and documents, whether now or: hereafter extshng, executed in
connection with the Indebtedness. !

Renis. The word "Renis” means all present and future rents, revenuas, incoms, issues, royallles, proflls, and other
benefits derived from the Property.

Trustee. The word "Trustee” means Land Title Company of Burlington, whose mailing address is P O Bex 445,
Burlington, WA 98233 and any subsiitute or successor trusiees.

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

GRANTOQR:
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T INDIVIDUAL ACKNOWLEDGMENT
m%@w ,

couhfv,qs..:- '

On this day before me, tha undersigned Notary Public, personally appeared CLEMENT W. GURNO, personally known to me
or proved to-me‘on'tha basis of salisfacfory evidencs to be the individual described in and who executed the Deed of Trust,
and acknowlstiged thal he or'she signed the Deed of Trust as his or her free and voluntary act and deed, for the uses and
purposes therein mentioned.

Given under my hmjt_l and omcmseal this Z} ‘t"‘-’ day of 0 GfﬁW , 20 0 ,

Residing at

My commission expir 2" ! - m@

REQUEST FOR FULL RECONVEYANCE

To: , Trustee

The undersigned s the legal owner and ho!der of all mdebtedness secured by this Deed of Trust. You are hareby raquested,
upon payment of al sums owing to you,lo. reconvey without warranty, to the persons entitled thersto, the right, fitle and
interest now hald by you under the Deed of Trusl, =" - .

Date: S i Beneficiary:
T T . By:
Is:

_ P AT
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