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Grantee(s)
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THIS DEED OF TRUST is dated June 20 ~2002, among DAVID G KNUDSON and KARI L.

KNUDSON, HUSBAND AND WIFE, whose address’is 11081 HAVEKOST RD, ANACORTES,
WA 98221 ("Grantor"); Skagit State Bank, whose mailing address is Main Office, 301 E.

Fairhaven Ave, P O Box 285, Burlington, WA 798233 (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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DEED OF TRUST
(Continued) Page 3

NUIsaﬁce, Waste. Grantor shall not cause, conduct or permit any nuisance nor commit, permit, or suffer any stripping of
i +“"orivaste on or to the Property or any portion of the Property. Without limiting the generality of the foregoing, Grantor will
~hot.rémove, or grant to any other party the right to remove, any timber, minerals (including oil and gas), coal, clay,
* sgorig; 8ol _grgwei or rock products without Lender’s prior written consent.

Removal of;lmprovements. Grantor shall not demolish or remove any Improvements from the Real Property without
1 ander’s prior written consent. As a condition to the removal of any Improvements, Lender may require Grantor to make
'arfangemahts‘ satisfactory to tender to replace such Improvements with improvements of at least equal value.

Lenders nght to Enter. Lender and Lender's agents and representatives may enter upon the Real Properly at all
reastinable fimes to attend to Lender's interests and to inspect the Real Praparty for purposes of Granlor's compliance
with ihe terms and conditions of this Deed of Trust.

Compllance wlth Governmenial Requirementis. Granlor shall promptly comply, and shall promptly cause compliance
by all agents, tengnis or' other persons or entities of every nalure whatsoever who rent, lease or otherwise use or occupy
the Property in any manner; with all laws, ordinances, and regulations, now or hereafter in effect, of all governmental
authoriies applicable fo the ‘use or occupancy of the Properly, Grantor may contest in good faith any such law,
ordinance, or regulations_and, withhold compliance during any proceeding, including appropriate appeals, so long as
Grantor has nolified Lender in'writing prior to doing so and so long as, in Lender's sole opinion, Lender’s interests in the
Property are not jeopardized. Lender may require Grantor io post adequate security or a surety bond, reasonably
satisfactory to Lender, to protactLender's interest,

Duty to Protect. Grantor'agr"eas nigither to abandon or leave unattended the Property. Grantor shall do all other acts, in
addilion to those acls setforth above i this section, which from the character and use of the Property ars reasonably
necessary to protect and preserve the Properly

TAXES AND LIENS. The following prowsm.ps__irelatmg to the taxes and liens on the Property are part of this Deed of Trust:

Payment. Granlor shall pay when dus {and.in all events prior to delinquency) all taxes, special taxes, assessments,
charges (including water and sewer), fings and Impositions levied against or on accaunt of the Property, and shall pay
when due all claims for work dorie on or for services rendered or material furnished to the Property, Grantor shall
maintain the Property free of all fians having priority over or equal to the interast of Lender under this Deed of Trust,
except for the lien of taxes and assessments not’ due except for the Existing Indebtedness referred to below, and except
as otherwise provided in this Deed of Trust.

Right to Contest. Grantor may withhotd 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. |f a lien arises or is
filed as a result of nanpayment, Grantor shall within fiftéen: (15) days after the lien arises or, if a lien is filed, within fiffleen
(15) days after Grantor has notice of the flling,” secure the discharge of the fien, or if requested by Lender deposit with
Lender cash or a sufficient corporate surety’ bond of other security satistactory to Lender in an amount sufficient lo
discharge the lien plus any costs and altorneys’ fees, or other charges that could accrue as a result of a foreclosure or
sale under the lien. In any contest, Grantor shall defend itself and Lender and shall satisfy any adverse judgment before
enforcement against the Property. Grantor shall name Lender as an additional obligee under any surety bond furnished
in the contest proceedings.

Evidence of Payment. Grantor shall upon demand furmsh to Lender safisfactory evidence of payment of the taxes. or -
assessments and shall aulhorize the appropriate governmenta1 offic:al ta dahver to Lender at any time a wiittan statement
of the taxes and assessments against the Property.

Notice of Construction. Crantor shall notify Lender at Ieasl 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 Grantor-can and w1ll pay the cost of such improvements.

PROPERTY DAMAGE INSURANCE. The following provisions relatlng fo lnsurmg tha Property are a part of this Dead of
Trust.

Maintenance of Insurance. Grantor shall procure and malntam pOIICISS of fire Insurance with standard extended
coverage endorsements on a fair value basis for the full insurable valug covermg all-improvements on the Real Properly
in an amount sufficient to avoid apphication of any coinsurance clause, and:with-a standard mortgagee clause in favor of
Lender, together with such other hazard and liability Insurance as Lender may- reasonably require. Policies shall be
written in form, amounts, coverages and basis reasanably acceptable to Lender’and issuad by a company or companies
reasonably acceplable lo Lender. Grantor, upon request of Lender, will deliver to Lender.from time to ime the policies
or certificates of Insurance in form satisfactary to Lender, including stipulations, that coverages will not be cancelled or
diminished without at least ten (10) days prior written nofice to Lender. Each’indurance policy also shall include an
endorsement providing that coverage in favor of Lender will not be |mpa|red In"any-way-by dhy act, omission or default
of Grantor or any other person. The Real Property is or will be localed in an area, designated by the Direclor of the
Federal Emergency Management Agency as a special flood hazard area. Grantor agrees to obtair @pd maintain Federal
Flood Insurance, if available, for the full unpaid principal balance of the loan and any:prior lienson the property securing
the loan, up to the maximum pelicy limits set under the National Flood Insurance Program or as’ othewvlse required by
Lender, and to maintain such insurance for the tarm of the loan.

Application of Proceeds. Grantor shalt promptly notify Lender of any loss or damage to the Propeﬂy Lender may
make proof of loss if Grantor falls to do so within fiteen (15) days of the casualty. Whelther'or.fiot Lender’s security is
impaired, Lender may, at Lender's slection, receive and retain the proceeds of any insurance.and. apply-the proceeds to
the reduction of the Indebledness, payment of any lien affecting the Properly, or the restoration and‘repair of the
Property. If Lender elects to apply the proceeds to restoration and repair, Grantor shall repair or replaceihe damaged or
destroyed Improvements in a manner salisfactory to Lender. Lender shall, upon satisfactory proof of such expenditure,
pay or reimburse Grantor from the proceeds for the reasonable cost of repair or restorafion if Grantor is nbt in defauit
under this Deed of Trust. Any proceeds which have rot been disbursed within 180 days after their recéipt and which
Lender has not committed to the repair or restoration of the Property shall be used first to pay any.dmeint, awing. to
Lender under this Deed of Trust, then to pay acerued interest, and the remainder, if any, shall be applied to tha: principal .
balance of the Indebtedness. 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. .-

Compliance with Exisling indebtedness. During the period in which any Existing Indebtedness described below 38 m‘_:
effect, compliance with the insurance provisions contained in the Instrument evidencing such Existing Indebtedness shall -
constitute compliance with the insurance provisions under this Deed of Trust, to the extent compliance with thé-ferms of -
this Deed of Trust would constitute a duplicafion of insurance requirement. If any proceeds from the insurance becomis ..
payable on loss, the provisions in this Deed of Trust for division of proceeds shail apply only to that portion of the:""
proceeds not payable to the holder of the Existing Indsbtedness.

LENDER’S EXPENDITURES. If Grantor fails (A) lo keep the Property free of all taxes, liens, sacurity mteresfs .
encumbrances, and other claims, (B) to provide any required insurance on the Properly, (C) to make repairs to tha -
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DEED OF TRUST
(Continued) Page 5

not remove, sever or delach the Personal Properly from the Property. Upon default, Granlor shall assemble any
¢ :Personal Property not affixed to the 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 recsipt of written demand from Lender fo the extent permitted
“ by‘applicable-jaw.

Addresses.  The mailing addresses of Grantor (debtor) and Lender (secured parly) from which information concerning
the security interest granted by this Deed of Trust may be oblained (sach as requirad by the Unitorm Commercial Code)
are.as stated pn the first page of this Deed of Trust.

FURTHER ASSURANCES ATTORNEY-IN-FACT. The following provisions relating to further assurances and
attorney-in—féct area part ‘of this Deed of Trust:

Further Ass_urances._ At any time, and from time to time, upon requast of Lender, Grantor will maks, execute and
deliver, ‘or-will calse & be made, executed or delivered, to Lender or to Lender’s designee, and when requested 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 mdy .deem appropriate, any and all such mortgages, deeds of trust, security deeds, security
agreements, finaneing -statements, continualion staterments, instruments of further assurance, certificates, and other
documents as may,-n the solg opinion of Lender, be necessary or desirable in order lo effectuate, complete, perfect,
continue, or preserve - (1) Grantor's obligations under the Credit Agreement, this Deed of Trust, and the Related
Documents, and (2) thediens-and security interests created by this Deed of Trust on the Property, whether now owned
or hereafter acquired by Grantor, Unless prohibited by law or Lender agrees to the contrary In writing, Grantor shall
reimburse Lender for all gosts-4nd expenses incurred in connection with the matters referred to in this paragraph.

Atlorney-in-Facl. |f Grantorfails.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 Granlor's attorney-in—fact for the purpose of making, execuling, delivering, filing, recording, and doing all other things
as may be necessary or desarable, i Lenders sole opinion, to accomplish the matters referred to in the preceding
paragraph. .

FULL PERFORMANCE. if Grantor pays all, the Indebledness when due, terminates the credit line account, and otherwise
performs all the obligations imposed upon Grantor under this Deed of Trust, Lender shall execute and deliver to Trustee a
request for full reconveyance and shali“exetule and.deliver to Grantor suitable statements of termination of any financing
staternent on file evidencing Lender’s security interest in the Rents and the Personal Property. Any reconveyance fee shall be
paid by Granfer, if permitled by applicable”law,.-The grantee in any reconveyance may be described as the "person or
persons legally entitled thersto”, and the recllals in the reconveyance of any matters or facts shall be conclusive proof of the
truthfulness of any such matters or facts.

EVENTS OF DEFAULT. Grantor will be in defauit under thls Dead of Trust if any of the following happen: (A) Grantor
commits fraud or makes a material misrepresentation at-any-time in connection with the Credit Agreement. This can include,
for example, a false statement about Grantor’s income, assets, liabilities, or any other aspects of Grantor's financial condition.
(B) Grantor does not mast the repayment terms of the Credit Agreement. (C} Grantor's action or inaction adversely affects
the collateral or Lender’s rights in the collateral. This can include, for example, failure to maintain required insurance, waste or
destructive use of the dweilmg, failure to pay taxes, death of all persons liable on the account, transfer of titie or sale of the
dwelling, crealion of a senior lien on the dwaelling without, Lenders permiss:on foreclosure by the holder of another lien, or the
use of funds or the dwelling for prohibited purposes. i

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Defau[t occurs under this Deed of Trust, at any time thereafter,
Trustee or Lender may exercise any one or mora of the follownng nghts and ramedres

Election of Remedles. All of Lender's rights and remedies ‘will be cumulatwe and may be exercised alone or together.
An election by Lender to choose any one rermedy will not bar Lender from using any other remedy. if Lender decides fo
spend money ar to perform any of Grantor’s obligations under this-Deed’ of Trust, after Grantor’s failure to do so, that
decision by Lender will not affect Lender's right 1o declare Granlor in dsfaulf and to exercise Lender's remedies.

Accelerate Indebtedness. Lender shall have the right at its optlori to declarg the entire Indebtedness immediately due
and payablse.

Foreclosure. With respect to all or any part of the Real Property, the Trustee shaH have the right to exercise its pawer of
sale and to foreclose by nolice and sale, and Lender shall have the* rlght to. forecfose by judicig! foreclosure, in either
case in accordance with and fo the fult extent provided by applicable law.” .

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

Collect Rents. Lender shall have the right, without notice to Grantor to take possessnon of‘aind manage the Property
and collect the Rents, including amounts past due and unpaid, and apply the-net proceeds, ¢ver and above Lender's
costs, against the Indebtedness. In furtherance of this right, Lender may require aiy fenant.or other user of the Property
to make payments of rent or use fees direclly fo Lender. |f the Rents are collectsd by Lender, then. Grantor irrevocably
designates Lender as Grantor's attorney-in—fact lo endorse instruments received i payment theréof in the name of
Grantar and fo negotiate the same and collect the proceeds. Payments by tenants or, other users 1o Lender in response
to Lender's demand shall satisty the obhgatlons for which the payments are made, whether or-fot any proper grounds
for the demand existed. Lender may exercise its rights under this subparagraph either in. person by agem or through a
receivar.

Appoint Recelver. Lender shall have the right to have a receiver appointed to fake possssslon of all or_ariy part of the
Property, with the powsr to protect and preserve the Property, to operate the Property preceding.or.peiiding foreclosure
or sale, and o collect the Rents from the Property and apply the proceeds, over and above the: cost of the receivership,
against the Indebledness. The receiver may serve without bond it permitted by law. Lender’s right to‘the appointment
of a receiver shall exist whether or not the apparent value of the Proparty exceeds the Indebtedness by a. substanhai
amount. Empioyment by Lender shall not disqualify & parson from serving as a receiver.

Tenancy at Sufferance. If Grantor remains in possession of the Property after the Properly is sold as prowded above ur
Lender otherwise becomes entitled to possession of the Property upon default of Grantor, Grantor shall become a _
tenant al sufferance of Lender or the purchaser of the Property and shall, at Lender's option, eithier™ (1) “pay a -
reasonable rental for the use of the Property, or (2) vacale the Property immediately upon the demand of Lender.

Other Remedies. Trustee or Lender shall have any ather right or remedy provided in this Deed of Trust or the Credtt
Agresment or by law. _

Nofice of Sale. Lender shall give Grantor reasonable nolice of the time and place of any public sale of the Fsrsonal &
Property or of ths fime after which any privale sale or other intended disposition of the Personal Property is to be mads. .-
Reasonable nolice shall mean notice given at least ten (10) days before the fime of the sale or disposition. Any sale of
Personal Property may be made in conjunction with any sale of the Real Property.

Sale of the Property. To the extent permitted by applicable law, Grantor hereby waives any and all rights to have the e
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DEED OF TRUST
(Continued) Page 7

me Properly becomes vested in a person other than Granlor, Lender, without natice lo Grantor, may deal with Grantor's
¢ isuccessors with reference lo this Deed of Trust and the Indebtedness by way of forbearance or extension without
re1easlng Granlor from the obligations of this Deed of Trust or liability under the Indebtedness.

e Time, s of ihe Essence. Time is of the essence in the performance of this Deed of Trust.

Walver of Hemes1ead Exemplion. Grantor hereby rsleases and waives all rights and benefits of the homestead
exemptron Iaws ‘of the State of Washington as to all Indebtedness secured by lhis Dged of Trust.

DEFINIT.JONS. The fqﬂow_mg words shall have the following meanings when used in this Deed of Trust:
Beneficldry. The word "Beneficiary" means Skagit Slale Bank, and its successors and assigns.

Borrower.  The.word "Borrower” means DAVID G KNUDSON and KARI KNUDSON, and all other persons and entities
signing the Credit Agreement

Credit A?reement Thé words "Credil Agreemen!” mean the credit agreement dated June 20, 2002, With credit
limit of $40,000.00 from Grantor to Lender, together with all renewals of, extensions of, modifications of,
refinangings of, ccnsolldatlons of and subslitutions for the promissory note or agreament.

Deed of Trust. The words “Deed of Trust” mean this Deed of Trusi among Grantor, Lendsr, and Trustee, and includes
without limitation all assrgnmeni and securily interest provisions relating to the Personal Property and Rents.

Environmental Laws. The-words "Environmental Laws" mean any and all state, federal and local statutes, regulations
and ordinances relatingto. the..pritection of human health or the environment, including without limitation the
Comprehensive Enviroamental Responsa, Compensation, and Liability Act of 1980, as amended, 42 U.S.C. Section
9601, et seq. ("CERCLA"), the Stipertund Amendmeants and Reauthorization Act of 1986, Pub. L. No. 93-499 ("SARA",
the Hazardous Materials Transporfation Act, 49 U.5.C. Section 1801, et seq., the Resource Conservation and Recavery
Act, 42 11.S.C. Section 6901 et seq or ether applrcabls state or federal laws, rules, or regulations adopted pursuant
thereto.

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

Existing Indebtedness. The words "Extstlng Indebtedness" mean the indebtedness described in the Existing Liens
provision of this Dead of Trust. —

Grantor. The word "Grantor” means DAVID G KNUDSON and KARI KNUDSON.

Hazardous Substances. The words "Hazardous Substances” mean materials that, because of their quantily,
concentration or physical, chemical or infectious characteristics, may cause or pose a present or potenfial hazard to
human health or the environment when improperly .Used, ireated, stored, disposed of, generated, manufactured,
transported or otherwise handied. The words-"Hazardous Substances" are used in their very broadest sense and
include without fimitation any and all hazardous or toxic substances, materials or waste as defined by or listed under the
Environmental Laws. The term "Hazardous Substances" also includes, without timitation, petrolsum and petroleum
by—products or any fraction thereof and asbestos.”, "

improvements. The word "Improvements” means: aII existing and ‘tuture improvements, buildings, structures, mobile
homes affixed on the Real Property, faciltties, additions, raplacements and other constructionon tha Real Property. -

indebtedness. The word "Indebtedness" means all prlncrpal |nterast;=-: nd other amounts, costs and expenses payable
under the Credit Agreement or Related Documents, logether with all:renewals of, extensions of, modifications of,
consolidations of and substitutions for the Cradit Agreement or Related Documents and any amounts expended or
advanced by Lander to discharge Grantor's cbligations or expenses incurred by Trustee or Lender lo enforce Grantor's

obligations under this Deed of Trust, together with interest on such arnounts as pmvaded in this Dead of Trust.

Lender. The word "Lender" means Skagit State Bank, its successors and assrgns The words "successors or assigns”
mean any person or company that acquires any interest in the Credrt Agreemenf

Personal Property. The words "Personal Property” mean all equrpment hxtures, and other arficles of parsonal property
now or hereafter owned by Grantor, and now or hereafter altached or affixed-lo the Real Property; together with all
accessions, parts, and additions to, all replacements of, and all subsiifutions for, any of such property; and together with
alf issues and profits therecn and proceeds (including without limitation all i |nsuranca proceeds and refunds of premiums)
from any sale or other disposition of the Property.

Properly. The word "Property" means collectively the Real Property and the Personal Property

Real Property. The words "Real Property” mean tha real property, interests and rlghts as turiher described in this Deed
of Trust.

Related Documents. The words "Related Documents” mean ali promissory noteS, credlt agreements loan agreements,
environmental agreements, guaranties, security agreemsnts, morigages, deeds of trust, secufity deeds, collateral
moartgages, and all other instruments, agreements and documents, whether now: or hereaﬁer exisllng, executed in
connection with the Indebiedness. .

Rents. The word "Rents" means all present and future rents, revenues, incoms, rssues, royames, proﬂts. and other
benefits derlved from the Property.

Trustee. The word "Trusiee” means Land Title Company of Burington, whose mailing: addreSS ls B O Box 445,
Burlington, WA 88233 and any substitute or successor Irustees.

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

GRANTOR:

G KNUDSON, Individually

"KARI KNUDSON, Individually

WMMMWMWM g

6/26/2002
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