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DEED OF TRUST 10650
DATE: October.31 2002 o
Reference # (if appllcable) _Q§5Q Additional on page

Grantor(s):
1. JERRY H. WALTON REVOCABLE LIVING TRUST dated March 6, 2001

Grantee(s)
1. Skagit State Bank :
2. First American Title Company of Mount Vernon, Trustee

Legal Description: PTN SW1/4, SEC 29 Townsh|p 35, Range 4 Additional on page 9
Assessor's Tax Parcel |D#; 350429—3—004—0500 P101 101

THIS DEED OF TRUST is dated October 31, 2002, among JERRY H. WALTON, not personally
but as Sole Trustee on behalf of JERRY H. WALTON REVOCABLE LIVING TRUST dated
March 6, 2001, whose address is 1550 WALTON DRIVE, BURLINGTON, WA 98233
("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 First American Title Company of Mount Vernon, whose
mailing address is P O Box 1667, Mount Vernon, WA 98273 (referred to below as "Trustee").




DEED OF TRUST
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;- CONVEYANCE AND GRANT. For valuable conslderation, Grantor conveys to Trustee in trust with power of sale, right
< of.éniry and_possession and for the benefit of Lender as Beneficiary, all of Grantor's right, fitle, and interest in and to the
‘following-described real property, together with all existing or subsequently erected or affixed buildings, improvements and
fixiures; all sasements, rights of way, and appurienances; all water, water rights and ditch rights (including stock In utilities
with ditch or irrigation rights); and all other rights, royalties, and profits relating to the real pro erty, including without limitation
all minerals, oil, gas, geothermat and similar matters, (the "Real Property") located in Skagit County, State

of Washmgton, s

See Schedule "C" which is attached to this Deed of Trust and made a part of this Deed
of Trust as if. fully set forth herein.

The Real Property or_its address is commonly known as 1550 WALTON DRIVE,
BURLINGTON, WA 98233 The Real Property tax identification number is
350429-3-004—0500 P101 101

CROSS—COLLATEHALIZATJON Ih addition to the Note, this Deed of Trust secures all obligations, debls and liabilities, plus
interest thereon, of Borrower to Lender or any one or more of them, as well as all ¢laims by Lender against Borrower or any
one or more of them, whether now axisting or hersafter arising, whether relaled or unrelated to the purpose of the Note,
whether voluntary or otherwise, whether-due or not due, direct or indirect, determined or undetermined, abscluta or
contingent, liquidated or unliquidated whiether Borrower or Granlor may be liable individually or jointly with others, whether
obligated as guarantor, surely,“accommodation party or otherwise, and whether recovery upon such amounts may be or
hereafter may become barred by any statite of limitations, and whether the obligation to repay such amounts may be or
hereafter may become otherw'lse unenforceable. -

Grantor hereby assigns as securrty to Lender. aII of Grantor's right, title, and interest in and to all leases, Rents, and profits of
the Property. This assignment is recorded.in acéordance with RCW 66.08.070; the lien created by this assignment is intended
io be specific, perfected and choale upon the recording of this Deed of Trust, Lender grants to Grantor a license to collect
the Rents and profits, which ficense may be revoked at Lenders option and shall be automatically revoked upon acceleration
of all or part of the Indebtedness. -

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, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN
THE RENTS AND PERSONAL PROPERTY, IS -ALSO GIVEN TO SECURE ANY AND ALL OF BORROWER'S
OBLIGATIONS UNDER THAT CERTAIN CONSTRUCTION LOAN AGREEMENT BETWEEN BORROWER AND LENDER OF
EVEN DATE HEREWITH. ANY EVENT OF DEFAULT UNDER THE CONSTRUCTION LOAN AGREEMENT, OR ANY OF
THE RELATED DOCUMENTS REFERRED TO THEREIN, SHALL ALSO BE AN EVENT OF DEFAULT UNDER THIS DEED
OF TRUST. THIS DEED OF TRUST IS GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:

GRANTOR’S REPRESENTATIONS AND WARRANTIES. Grantor warrants that: (a) this Deed of Trust is executed at
Borrower's request and not at the request of Lander; (b) Grantor has the full power, right, and authority to enter into this
Deed of Trust and to hypothecate the Property; (¢) 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 arrd do not resutt in & violation of any law, regulation,
court decree or arder applicable io Grantor, (d) Grantor has edlablishet adeguate means of oblaining from Borrower on a
continuing basis Information about Borrower’s financial condition;-and (e) Lender has made no representation to Grantor
about Borrower (including without limitation the creditworthiness of. qurower) ’

GRANTOR’S WAIVERS. Grantor waives all rights or defenses arising by reason of eny "one action” or "anti-deficiency” law,
ar any other law which may prevent Lender from bringing any aclion ggainst Grantor, including a ¢laim for deficiengy to the
extent Lender is otherwise enfitled to a claim for deficiency, before or. after Lenders commencement or completion of any
forectosure action, either judicially or by exercise of a power of sale,

PAYMENT AND PERFORMANCE. Except as otherwise provided in Ihls Deed or Trust -‘Botrower shall pay to Lender all
Indebtedness secured by this Deed of Trust as it becomes due, and Borrower and Grentor shall strictly perform all their
respective obligations under the Nate, this Deed of Trust, and the Related Documents L n

POSSESSION AND MAINTENANCE OF THE PROPERTY, Bomower and Granter agree thal Borrower's and Grantor's
possession and use of the Property shall be governed by the following prowsronsr E

Possession and Use. Until the occurrence of an Event of Default, Grantor may (1) remam in’ possessuan and control of
the Property; (2) use, operate or manage the Property; and (3) collact the Rerts from the Property (this privilege is a
ficense from Lender to Grantor automatically revokad vpon default). The following provisions relate to the use of the
Property or to other limitations on the Property. The Real Property is not used principeuy for egr:icultUraI purposes.

Duty io Maintain. Grantor shall maintain the Property in tenantable condition’ end promplly perform alt repairs,
replacements, and maintenance necessary to preserve its value.

Compliance With Environmental Laws. Grantor represents and warrants to Lender that: (1) Durlng the period of
Grantor's ownership of the Properly, there has been no use, generation, manufacturs, storage; treatment, disposal,

release or threatened release of any Hazardous Substance by any persan on, under, abcutor rrc_m__'l thé Property; (2)
Grantor has no knowledge of, or reason to believe that there has been, except as previously disclosed to and
acknowledged by Lender in writing, {(a) any breach or violation of any Environmental Laws, * (b}.-afy use, generation,

manufacture, storage, treatment, disposal, release or threatened release of any Hazardous Substance on, upder;.about
or from the Property by any prior owners or occupants of the Property, or {c) any actuat or threatened Illlgahon or
claims of any kind by any person relating to such matters; and {3) Except as previously disclosed 16 and acknowledged
by Lender in writing, (a} neither Grantor nor any tenant, contractor, agent or other authorized user of the: P'roperty"-shan
use, generate, manufacture, store, treat, dispose of or release any Hazardous Substance on, under,'about or from’ the,
Property; and (b) any such activity shall be conducled in compliance with all applicable federal, state, and local laws, ™,
regulations and ordinances, including without limitation all Environmental Laws. Grantor authorizes ‘Lender and its ;
agents fo enter upon the Property to make such inspections and tesls, at Granlor's expense, as Lender may’desm:
appropriate to determine compliance of the Property with this section of the Deed of Trust. Any inspections or: teste

made by Lender shall be for Lender’s purposes only and shall not be construed to create any responsibility or liabitity on -

the part of Lender to Grantor or to any other person. The representations and warranties contained herein are‘based op

Grantor's due diligence in invesligating the Property for Hazardous Substances. Grantor hereby (1) releases and,

waives any future claims against Lender for indemnity or contribution in the event Grantor becomes liable for cleanup or
other costs under any such laws; and (2) agrees to indemnify and hold harmless Lender against any and all claims,
losses, liabilities, damages, penalfies, and expenses which Lendsr may directly or indirectly sustain ar suffer resulting
from a breach of this section of the Deed of Trust or as a consequence of any use, ganeration, manufacture, storage, .-
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" Commitment No. 00070650

Schedule "C"

The land referred to in this report/policy is situated in the State of Washington. County of Skagit,
and is described as follows:

Parcel "A":

Lot 2 of Burlington Short Plat BURL 5-91, approved January 6, 1992 and recorded January 9,
1992 under Auditor's File No. 92_01090037 in Volume 10 of Short Plats, pages 44 and 45,
records of Skagit County,” Washington, being a portion of the Southwest 1/4 of Section 29,
Township 35 North, Range 4 East, W.M.

TOGETHER WITH a non-exclusive easement for ingress, egress and utilities over, under and
across that certain 60 foot wide easement delineated on the face of said Short Plat No. BURL-5-
91, a portion of said abutting the Westerly side of the subject property and running Easterly and
Northerly from Old Highway 99. L

Parcel "B":

Tract "Y" of "BURLINGTON HILL BUSINESS PARK BINDING SITE PLAN", approved
September 7, 1994, recorded September 8, 1994 in ' Volume 11 of Short Plats, pages 109 through
112, under Auditor's File No. 9409080052, records:of Skagit' County, Washington, being a
portion of the Southwest 1/4 of Section 29, Township 355'-I\T_or_th',__Ran_ge 4 East, W.M.

'\W@WNE“WEW
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¢ dispbsal, release or threatenad release occurring prior to Grantor’s ownership or interest in the Property, whether or not
7 4he same was or should have been known fo Grantor. The provisions of this section of the Deed of Trust, including the
¢ “obligation 1o indemnify, shall survive the payment of the Indebtedness and the satistaction and reconveyance of the lien
-, ~of this Deed of Trust and shall not be affected by Lender’s acquisition of any interest in the Property, whether by
foreclosure or: otherwise.

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance nor commit, permit, or suffer any stripping of
or.waste on.or 1o the Property or any portion of the Property. Without limiting the generality of the foregoing, Grantor will
not.rémove, or granl.to any other party the right to remove, any timber, minerals {including oil and gas), coal, clay,
scoria, solk-graval or rock products without Lender's prior wrilten consent.

Removal of -I'ﬁ]pfpvém'e‘nls. Grantor shall not demolish or remove any Improvements from the Real Property without
Lenders priorwrittan consent. As a condition to the removal of any Improvements, Lender may require Grantor to make
arrangements satis‘f_aclory“to...Lender to replace such Improvements with Improvements of at least equal value.

Lender’s Right to En-té'r.f_.--._i_ender and Lender's agents and representatives may enter upon the Real Property at ali
reasonable times to.dttend fo Lender's interests and to inspect the Real Property for purposes of Grantor's compliance
with the terms and'condilions 'qf;t_his Dead of Trust.

Compliance with-Governmential Requirements. Grantor shall promptly comply, and shall promptly cause compliance
by all agents, tenants or other pérsons or entities of every nature whatsoever who rent, lease or otherwise use or occupy
the Properly in any manner, with"all laws, ordinances, and regulations, now or hereafter in effect, of all governmental
authorities applicable to the uss or.cccupancy 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
proceeding, including appropriale 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 intarests in the Property are not jeopardized. Lender may require Grantor to
post adequate security or & surety bond, reasonably safisfactory to Lender, to protect Lender's inferest.

Duty to Protect. Grantor angeE:neither to abé_ndun 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 Property are reasonably
necessary to protect and preserve the Proparty.

TAXES AND LIENS. The following provigions'rel.gtj‘nglo the taxes and liens on the Propery are part of this Deed of Trust:

Payment. Grantor shall pay when dus {and.in all svents prior to delinquency) all taxes, special laxes, assessmants,
charges (including water and sewer), fines. and impositions levied against or on account of the Property, and shall pay
when due all claims for work done on or for-services rendered or material furnished to the Property. Grantor shail
maintain the Property free of all liens having priority aver or equal lo the interest of Lender under this Deed of Trust,
except for the lien of taxes and assessments not'due and except as otherwise provided in this Deed of Trust.

Right to Contest. Grantor may withhold payment. of any tax, assessment, or claim in connection with a good faith
dispute over the obligation to pay, so long as Lender's interest in the Property is nol jecpardized. If a lien arises or is
filed as a result of nonpaymant, Grantor shall withirfifteen (15) days after the lien arises or, if a lien is filed, within fifteen
(15) days after Grantor has notice of the filing, secure the discharge of the lien, or it 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 attornays’ 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 gs'an additional obligee under any surety bond furnished
in the contest proceedings. o

Evidence of Payment. Grantor shall upon demand furnish, ie_lLendé'r_ls‘atisfactory avidence of payment of the taxes or
assessments and shall authorize the appropriate governmental official to deliver to Lender at any time a written statement
of the taxes and assessments against the Property. Frtenas

Notice of Consiruction. Granfor shall notify Lender al least fiteen {15) days before any work is commenced, any
sarvices are furnished, or any materials are supplied to the Property, if any mechanic’s lien, materialmen's lien, or other
lien could be asserfed 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 will pay the cost of such improvemants.

PROPERTY DAMAGE INSURANCE. The following provisions relating to inswing the Properly are a part of this Deed of
Trust. . ST

Mainlenance of Insurance. Grantor shall procure and maintain policies ‘of fire Insurance with standard extended
coverage endorsements on a fair value basis for the full insurable value covering all improvements on the Real Property
in an amount sufficient to avoid application of any coinsurance clause, and with a standardl morigagee clause in favor of
Lender. Grantor shall also procure and malntain comprehansive general liabilify.insurance in such coverage amounis as
Lender may request with Trustee and Lender being named as additional insureds in such liability insurance policies.
Additionally, Grantor shall maintain such other insurance, including but not limited to Hazard, business interruption, and
boiler insurance, as Lender may reasonably reguire. Policies shall be written in form, amounts; coverages and basis
reasonably acceptable to Lender and issued by a company or companies reasonably ‘acceplableto Lender. Grantor,
upen request of Lender, will deliver to Lender from time to time the policies or “certificates of -nsurance in form
satisfactory to Lender, including stipulations that coverages will not be cancelled or diminished without.at least thirty (30)
days prior writtan naotice to Lender. Each insurance policy also shall include an endorsement praviding 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
Praperty is or will 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 Insurance, if available, for the full unpaid
principal balance of the lean and any prior liens on the property securing the loan, up io the maximum: policy limils set
under the Nalional Flood Insurance Program, or as otherwise required by Lender, and to maintair such ingurance for the
term of the loan. o AR

Application of Proceeds. Grantor shall promptly notity Lender of any loss or damage to the Property. Lender-may
make proof of loss if Grantor fails to do so within fiteen (15) days of the casualty. Whether or not Léndgar's security.is
impaired, Lender may, at Lender's election, receive and refain the proceeds of any insurance and apply-the progeeds to.i.
the reduction of the Indebledrass, payment of any lien affecting the Property, or the restoration and repair of the
Property. W Lender elects to apply the proceseds to restoration and repair, Grantor shall repair or replace the damaged o
destroyed Improvements in a manner safisfactory to Lender. Lender shall, upon satisfactory proof of such ‘expanditure,
pay or reimburse Grantor from the proceeds for the reasonable cost of repair or resteration if Grantor is not.in detailt

under this Deed of Trust. Any proceeds which have not been disbursed within 180 days after their receipt and which V.-:"':

Lender has not committed to the repair or restaration of the Proparty shali be used first to pay any amount owing o’

Lender under this Dead of Trust, then to pay accrued interest, and the remainder, if any, shall be applied to the principal - i

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 interesls may appear.

Grantor’s Report on Insurance. Upon request of Lender, howaver not more than once a year, Granior shall furnish to :

AT L
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Lénder a report on each existing policy of insurance showing: (1) ithe name of the insurer; (2) the risks insured; (3)
" the amount of the policy; (4) the property insured, the then current repiacement value of such property, and the manner
~of determining that value; and (5] the expiralion date of the policy. Grantor shall, upon request of Lender, have an
mdependent appraiser satisfactory to Lender determine the cash value replacement cost of the Property.

LENDER’S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lender's interest in the
Property or it Grantor fails to compiy with any provision of this Deed of Trust or any Related Documents, including but not
limited:to Granfors failure to discharge or pay when due any amounts Grantor is required to discharge or pay under this Deed
of Trist'or.ary Related Documents, Lender on Grantar's behalf may {but shall not be obligated to) take any action that Lender
deems appropriate, incllding but not limited to discharging or paymg all taxes, liens, securtty interesls, encumbrances and
other claims, at-any timie levied or placed on the Property and paying alt costs for insuring, maintaining and preserving the
Property. Al“such expenditures incurred or paid by Lender for such purposes will then bear interest at the rate charged
under the Note'from the ddte jncurred or paid by Lender to the date of repayment by Grantor. All such expenses will become
a part of the Indebtedness. 4nd, at Lendar's option, will (A) be payable an demand; (B} be added to the balance of the
Note and be apportioned’among and be payable with any instaliment payments to become due during either (1) the term of
any applicable insurance policys or (2) the remaining term of the Nots; or (C) be treated as a balloon payment which wilt be
due and payable at the Nole's maturity, The Deed of Trust also will secure payment of these amounts. Such right shall be in
addition to all otherrights and: rarmedies to which Lender may be entitied upon Default.

WARRANTY; DEFENSE OF TITLE “The following provisions relating to ownership of the Property are a part of this Deed of
Trust:

Title. Grantor warrants that (a) ‘Grantor holds good and markelable title of record fo the Properly in fee simple, free
and clear of all liens.@nd encumbrances other than those set forth In the Real Property description or in any title
insurance policy, title repord, er final titte 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 Titte. Subject:to:the exception in the paragraph above, Grantor warrants and will forever defend the title to
the Property against the lawful claims of-all parsons. In the event any action or praceeding is commenced that questions
Grantor's fitle or the interest of Tristed ar'Lender under this Deed of Trust, Grantor shall defend the action at Grantor’s
expense, Grantor may be the neminal party in, such proceeding, but Lender shall be entifled to participate in the
proceeding and to be represented.in the proceeding by counsel of Lender’s own choice, and Grantor will deliver, or
cause to be delivered, to Lender sﬂch-instfumenrs ds Lender may requesl from time to time to permit such participation.

Compliance With Laws. Grantor warrgnts: that the Property and Grantor's use of the Property complies with all existing
applicable laws, ordinances, and regulatlons of governmental authorities.

Survival of Representations and Warrar!_tie_s. Al zapr_esentatlons, warrantias, and agreements made by Grantor in this
Deed of Trust shall survive the execution.gnd délivery of this Deed of Trust, shall be continuing in nature, and shail
remaln in full force and effect until such time' as-Borfower’s Indebtedness shall be paid in full.

CONDEMNATION. The following provisions ralalirig__to_ condemnation proceedings are a part of this Deed of Trust:

Proceedings. If any proceeding in condemnation.is filed, Grantor shall promptly notity Lender in writing, and Grantor
shall promptly take such steps as may be necessary to defend the action and obtain the award. Grantor may be the
nominal party in such proceeding, but Lender shall be entilled-fo paricipate in the procéeding and to be represented in
the praceeding 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 decumentation as may be requesfed by Lender from time to time to permit such
participation. ;

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 it8 eleclion require that all or any portion of the net
proceeds of the award be applied to the Indebtedness or the repair.or restoration of the Property. The net proceeds of
the award shall mean the award after payment of all reasonable costs expenses and attorneys’ fees incurred by Trustee
or Lender in connection with the condemnation.

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES The following provisions relating to
governmental taxes, fees and charges are a part of this Deed of Trust: . ™.

Current Taxes, Fees and Charges. Upon request by Lender, Grantér shall exacuie such documents in addition to this
Deed of Trust and take whatever other action is requested by Lender to perfect and continue Lender’s lien on the Real
Property. Grantor shall reimburse Lender for all taxes, as described befow, togethér iwith all expenses incurred in
recording, perfecting or confinuing this Deed of Trust, inciuding without hmltahon all taxes. feas documantary stamps,
and other charges for recording or registering this Deed of Trust.

Taxes. The following shall constitute taxes to which this section applies: (1) a specmc 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 Indebtednsss secured by thistype of Deed of Trust;
(3) atax on this type of Deed of Trust chargeable against the Lender or the holder of the Note; gnd.{4) a specific tax on
all or any pertion of the Indebtedness or on payments of principal and interest mada’ by Borrower

Subsequent Taxes. It any tax to which this section applies is enacted subsequent to the date’ o! thls Deed of Trust, this
gvent shall have the same effect as an Event of Default, and Lendar may exercise any of all of its avaiable remedies for
an Event of Default as provided below unless Grantor either (1) pays the tax before it becqmes de'amquem or {2)
contests the tax as provided above in the Taxes and Liens section and deposits with Lender cash or a sufﬁc:lem
corporate surety bond or other security satisfactory to Lender. R

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions relating to this Deed of Tru51 as a secunty
agreement are a part of this Deed of Trust:

Security Agreemenl. This instrument shall censtitute a Security Agreement to the extent any of the Property consmutes
fixtures, and Lender shall have all of the rights of a secured party under the Uniform Commercial Code as amended frurn
time o time. L

Security Interest. Upon request by Lender, Grantor shall execute financing statements and take what'e_ve__r other acﬂ_,oh .
is requested by Lender to perfect and continue Lender’s security interest in the Rents and Personal Propérty. In addition .
fo recording this Deed of Trust in the real property records, Lender may, at any time and without further authorlzahen;
from Grantor, file executed counterparis, copies or reproductions of this Deed of Trust as a financing statement Grantor

shall reimburse Lender for all expenses incurred in perfacting or continuing this security interest. Upon default, Graptor -~

shall not remove, sever or detach the Personal Property from the Property. Upon default, Grantor shall assemble any”

Personal Property not affixed to 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 receipt of written demand from Lender to the extent permmed
by applicable law.

Addresses. The mailing addresses of Grantor (debtor) and Lender (secured party) from which infarmation concerning
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the securrty inlerest granled by this Deed of Trust may ba oblained (each as required by the Uniform Commarcial Code)
“are‘as stated an the first page of this Deed of Trust.

FURTHER ASSUFIANCES ATTORNEY-IN-FACT. The following provisions relating to furlher assurances and
attorneyﬂn—fact arg a parl of this Dead of Trust:

:Further Assurances. Al any time, and from time to time, upon request of Lender, Grantor will make, execute and
déliver, or will cause o be made, executed or delivered, to Lender or to Lender's designee, and when requested by
Lender, cduss to.be filed, recorded, refiled, or rerecorded, as the case may be, at such times and in such offices and
placas as -Lender “may deem approprate, any and all such merigages, deeds of trust, security deeds, security
agreements, . flnancrng statements, continualion statements, instruments of further assurance, certificates, and other
documentsas tnay, in:the sole opinion of Lender, be necessary or desirable in order to effectuate, complete, perfect,
continue; or- preserve (1) Borrower's and Granlor's obligations under the Note, this Deed of Trust, and the Related
Documents, and *(2) the liens and securily interasts created by this Deed of Trust as first and prior liens on the
Property, whether now owned or hereafter acquired by Grantar. Unless prohibited by law or Lender agrees lo the
contrary In writing, .Grantor shall reimburse Lender for all costs and expenses incurred in connection with the matters
refarred to in 1h|s paragraph

Atlorney-—ln-Far:t If Grantor farls to do any of the things referred o in the precading paragraph, Lender may do so for
and in the name of Granttr and at Granior’'s expense. For such purposes, Grantor hereby irrevocably appoints Lender
as Grantor's attorney—in—fagt for-the purpose of making, execullng, delivering, filing, recording, and donng all other things
as may be necessary or desrrabie, |n Lender's sole opinion, to accomplish the matters referred to in the preceding
paragraph.

FULL PERFORMANCE. It Borrower pays all the Indebtedness when due, and ctherwise performs all the obligations imposed
upon Grantor under this Deed of Trust, Lender shail execule and deliver o Trustee a request for full reconveyance and shall
execuUte and deliver to Granlor stitable statéments of termination of any financing statement on file evidencing Lender's
security interest in the Rents ang the Perscnal; Property Any reconveyance fee shall be paid by Grantor, if permitted by
applicable law. The grantee in any reconveyance may be described as the "person or persons legally entitled thereto”, and
the recitals in the reconveyance of any’ maﬂers or facts shall be conctusive proof of the truthfuiness of any such matters or
facts.

EVENTS OF DEFAULT. Each of the followmg, ar Lenders oplion, shall constitute an Event of Default under this Deed of
Trust:

Paymeni Default. Borrower fails to make any payment when due under the Indebtedness.

Other Defaults. Borrower or Grantor falls to comply wrth or to perform any other term, obligation, covenant or condition
contained in this Deed of Trust or in any of the 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 a_nylother term, obligation, cavenant or condition containad in this Deed of
Trust, the Note or in any of the Related Documants. If such a failure is curable and if Borrower or Grantor has not been
given a nofice of a breach of the same provision'of this Deed of Trust within the preceding twelve (12} months, it may be
cured (and no Event of Default will have occurred) it Borrower or.Grantor, after Lendar sends written nofice demanding
cure of such failure: (a) cures the failure within fiftéen (15) days; or “{b) if the cure requires more than fiffleen (15} days,
immediately initiates steps sufficient to cure the failure and thergafter confinues and completes all reasonable and
necessary steps sufficient to produce compliance as $00N as reasonably practical.

Default on Other Payments. Failure of Grantor within the fime requrred by this Deed of Trust to make any payment for
taxes or insurance, or any other payment necessary to prevenl filingof or to effect discharge of any lien.

False Statements. Any warranty, representation or statemént made or fu_rnrshed to Lender by Borrower or Grantor or
on Borrower's or Grantor's behalf under this Deed of Trust or the"Related:-Documents is false or misleading in any
material respect, either now or at the lime made or furnished or becomes faise or misleading at any time thereafter.

Detective Collateralization. This Deed of Trust or any of the Related Docurrients ceases to be in full farce and effect
(including failure of any collateral document to create a valid and perfected securrty |nterest or lien} at any time and for
any reason. e

Insolvency The dissolution or termination of the Trust, the |nsolvency of Borrower or Grantor, the appointment of a
receiver for any part of Borrower’s or Grantor's proparty, any assignment for the benefit'of creditors, any type of creditor
workout, or the commencement of any proceeding under any bankruplcy or msolvency iaws by or against Borrower or
Grantar.

Creditor ¢r Forfeiture Proceedings. Commencement of foreciosure or fo_rfer'fure prooeedings, whether by judicial
proceeding, self-help, repossession or any other methed, by any creditor of Borrower or.Grantor or by any governmental
agency against any property securing the Indebtadness. This includes a garnishment’of any of Borrower's or Grantor's
accounts, including deposit accounts, with Lender. However, this Event of Default sﬁalhnot applyifthere is a good faith
dispute by Borrower or Grantor as to the validity or reasonableness of the claim which is the basis of the creditor or
forfeiture proceeding and if Borrower or Grantor gives Lender written notice of the craditor or forfeiture. proceeding and
depaosils with Lender monies or a surety bond for the creditor or forfelture proceedmg, |n An amouni delermined by
Lender, in its sole discretion, as being an adequate reserve or bond for the dispuie. :

Breach of Other Agreemeni. Any breach by Borrower or Grantor under the terms of any other agreement between
Borrower or Grantor and Lender that is not remedied within any grace period provided.. !hereln dclugding without
limitalion any agreemsnt concerning any indebledness or other obligation of Borrower or Grantor to Lender whether
existing now or later, o .

Events Affecting Guarantor. Any of the preceding evenis occurs with respect to any guarantor, endorser' sure’ry or
accommadation party of any of the indebtedness or any guarantor, endorser, surety, or accommindation”party dies or
becomes incompetent, or revokes or disputes the validity of, or liability under, any Guaranty of the Indebtedness E

Adverse Change. A material adverse change occurs in Borrower’s or Grantor's financial condition, or Lender belleves,_
the prospect of payment or parformance of the Indebtedness is impaired. S

Insecurity. Lender in good faith believes itself insecure.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs undsr this Deed of Trust, at any trme thereafter
Trustee or Lender may exercise any one or more of the following rights and remedies: ;

Election of Remedies. Elsction by Lender to pursue any remedy shall not exclude pursuit of any other remedy, and en'
election to make expenditures or to take action to perform an obligation of Grantor under this Deed of Trust, after'
Grantor's faiture fo perform, shall not affect Lender's right to declare a default and exercise its remedies.

Accelerate Indebtedniess. Lender shall have the right at its oplion to declare the enfire Indebledness immediately due

and payable, including any prepayment penalty which Borrower wouid be required to pay.
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y .Foreclosure With respect to all or any part of the Real Property, the Trustee shall have the right to exercise its powar of
;" sale and to foreclose by nofice and sale, and Lender shall have the right to foreclose by judicial foreclosure, in either
~case’in accordance with and to the full extent provided by applicable law.

:UCC Remedles With respect to all or any part of the Personal Property, Lender shall have all the rights and remedies of
~asecured party under the Uniform Commercial Code.

_Collect Renis. Lender shall have the right, without notice to Borrower or Grantor to take possession of and manage the
Property-and collect the Rents, including amounts past dus and unpaid, and apply the net proceeds, over and above
tender's costs; against the Indebtedness. In furtherance of this right, Lender may require any tenant or other user of the
Property to make payments of rent or use fees directly to Lender. If the Rents are collected by Lender, then Grantor
irevocably designates Lender as Grantor's attorney-in—fact to endorse instruments received in payment thereof in the
name of Grantor.and:16 negotiate the same and collect the proceeds. Payments by tenants or other users to Lender in
response to Lender's demand shall satisfy the abligations for which the payments are made, whether or not any proper
grounds for the demand, emsted Lender may exercise its rights under this subparagraph either in persen, by agent, or
through a recewer

Appoint Recewer, Lender shall have the right to have a receiver appointed to take possession of alt or any part of the
Property, with the power {o protect and preserve the Properly, io operate the Property preceding or pending foreclosure
or sale, and to collect thé Rents from the Property and apply the proceads, over and above the cast of the recaivership,
against the Indebtedness. -The receiver may serve without bond if permitted by law. Lender's right to the appointment
of a receiver shall exist.whether or-not the apparent value of the Property exceeds the Indebtedness by a substantial
amount. Employment by Lender shall'not disqualify & person from serving as a receiver.

Tenancy at Sufferance. If Grantor reémains in possassion of the Property after the Property is sold as provided abave or
Lender otherwise becomes/entifled fo possession of the Property upon default of Granter, Grantor shall become a
tamant at sufferance of Lender or the: ‘purchaser of the Properly and shall, al Lender's option, either (1) pay a
reasenable rental for the use of the Property,:or (2) vacale the Property immediately upon the demand of Lender.

Other Remedies. Trustes or- Lender shall have any other right or remady provided in this Deed of Trust or the Note or
by law.

Notice of Sale. Lender shall gnve Grantor reasonable netice of the fime and place of any public sale of the Personal
Property or of the time after which’any-piivate-ssleor other intended disposition of the Personal Property is to be made.
Reasconable notice shall mean notice giver at Jeast ten (10) days before the time of the sale or disposition. Any sale of
the 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, Borrower and Grantor hereby waives any and all rights
ta have the Property marshalled. [n exerclsing its-rights and remedies, the Trustee or Lender shall be free to ssll all or
any part of the Property together or separately, m one sale or by separate sales. Lender shall be entitied {o bid at any
public sale on all or any portion of the Property,

Aftorneys’ Fees; Expenses. If Lender institites any suit or action to enforce any of the terms of this Deed of Trust,
Lender shall be entitled to recover such sum as.the court may adjudge reasonable as attorneys’ fees at trial and upan
any appeal. Whether or not any court aclion 5 involved, and to the extent not prohibited by law, all reasonable
expenses Lender incurs that in Lender's opinion are necessary.at, any time for the protection of its interest or the
enforcement of its rights shall bacome a part of the Indebtadress payable on demand and shall bear interest at the Note
rate from the date of the expenditure until repaid. Expeénses covered by this paragraph include, without limitation,
however subject to any limils under applicable law, Lender's aHorneys fees and Lender's legal expenses, whether or not
there is a lawsuit, including attorneys’ fees and expenses for bankruptcy proceedings (including efforts fo modify or
vacate any automatic stay or injunction), appeals, and any anticipated, pest-judgment collection services, the cost of
searching records, obtaining fitle reports (including foreclosure -repeits), stirveyors’ reports, and appraisal fees, titie
insurance, and fees for the Trustee, to the extent permitted by app]rcable Iaw 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 ag set forth in this section.

POWERS AND CBLIGATIONS OF TRUSTEE. The following prowsrons relatlng to the pOWers and obligations of Trustee
{pursuant o Lender's instructions) are part of this Deed of Trust:

Powers of Trustee. In addition to all powers of Truslee arising as a matter of I_a'w, Truetee shall have the power to take
the following actions with respect to the Property upon the written request of Lender and Grantor: (a) join in preparing
and filing a map or plal of the Real Property, including the dedication of strests or othar fights to the public; (b) join in
granting any easement or creating any restriction on the Real Property; and (¢) jeinin, eny subordination or other
agreement affacting this Deed of Trust or the interest of Lender under this Deed of Trust.

Obligations to Notify. Trustee shall not be obligated to nolify any other party ofa pendlng sale under any other trust
deed or lien, or of any aclion or proceeding in which Grantor, Lender, or Trustee sha!l be a parh/, unless raquired by
applicable law, or unless the action or proceeding is brought by Trustee.

Trustee. Trustee shall meet all qualifications required for Trustee under app!‘rcable Iaw In addmon 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
nofice and sale, and Lander shall have the right to foreclose by judicial foreciosure, in eithsr case 'ccordance with and
to the full extent provided by applicable law. E

Successor Trustee. Lender, at Lender's optien, may from time 1o time appoint a Successar. Trusiee to any Trustee
appointed under this Deed of Trust by an instrument executed and acknowledged by Lender and recordéd.in the office
of the recorder of Skagit County, State of Washington. The instrument shall contain, in addilion fo-all-other: matters
required by state law, the names of the original Lender, Trustee, and Grantor, the book and page-or_the Auditor’s File
Number where this Deed of Trust is recorded, and the name and address of the successor frustee, and the instrument
shall be executed and acknowledged by Lender or its successors in interest. The successor trustes: without. Conveyance
of the Properly, shall succeed to all the title, power, and duties conferred upon the Trustes in this Deed of Trus! and by
applicable law. This procedure for substitution of Trustes shall govern to the exclusion of all other prowsmns for
substitution. E

NOTICES. Subject to applicabie law, and except for notice required or allowed by law 1o be given in another r‘nanner,' a,n'y;'
notice required to be given under this Deed of Trust, including without limitation any notice of default and any rotice of sale’
shall be given in writing, and shall be effective when actually delivered, when actually received by telefacsimile .{uniéss
otherwise required by law), when deposited with a nafionally recognized overnight courier, or, if mailed, when deposrted i’
the United States mall, as first class, cerlified or registered mail postage prepaid, diracted to the addresses shown neaf 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 charige its
address for notices under this Deed of Trust by giving formal written notice to the other parties, specifying that the purpose of
the notice is to change the party's address. For notice purposes, Grantor agrees to keep Lender informed at ali times of
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K Grahtors ourt"ent address. Subject to applicable law, and except for notice required or aliowed by law to be given in another
manner, .if there is more than one Grantor, any notice given by Lender to any Granter is desmed to be notice given to all
Grantors :

MISCELLANEOUS PROVISIONS The following miscellaneous provisicns are a part of this Deed of Trust:

A_mendments. -This Deed of Trust, together with any Relaled Documenis, constitutes the entire understanding and
agreement of the parties as to the matters set forth in this Deed of Trust. No alteration of or amendment to this Deed of
Tryst.shall be effective unless given in writing and signed by the party or parties sought to be charged or bound by the
alteratron or. arnendment

Annual Reporls. I the Property is used for purposes other than Grantor's residence, Grantor shall furnish to Lender,
upon request,.a ceritied statement of net operating income received from the Praperty during Grantor's previous fiscal
vear in such’ form ‘and ‘detail as Lender shall require. "Net operating incomg” shall mean all cash receipts from the
Property less all cash e)_tpe'rt‘ditures made in connaction with the operation of the Property.

Caption Headings. ___Captton,_ﬁeadings in this Dead of Trust are for convenience purposes only and are not to be used o
inferpret or define the pravisions. of this Deed of Trust.

Merger. Thers shali be'ng merger of the interest or aslale created by this Deed of Trust with any other interest or estate
in the Property at any time.hield by ¢ér for the benefit of Lender in any capacity, without the written consent of Lender.

Governing Law. This Deedot Trust will be governed by, consirued and enforced in accordance with federal law
and the laws of the Slate of Washmgton This Deed of Trust has been accepted by Lender in the State of
Washington. B

Joint and Several Ltablllty ‘Al oblrgatnons of Borrower and Grantor under this Deed of Trust shall be joint and several,
and all references to Grantor shall mearn each and every Grantor, and all refarences to Borrower shall mean each and
gvery Borrower. This means thet each Borrower and Grantor signing below is responsible for all obligations in this Dead
of Trust.

No Waiver by Lender. Lender shail not bs deemad to have waived any rights undef this Deed of Trust unless such
waiver is given in writing and signed by Lender. No delay or omission on the part of Lender in exercising any right shall
operate as a walver of such right or any othar-right: A waiver by Lender of a provision of this Deed of Trust shall not
prejudice or constitute & waiver of Lender's nght otherwise to demand strict compliance with that provision or any oiher
provision of this Deed of Trust. No prior waiver by Lender, nor any course of dealing between Lender and Grantor, shall
constitute a waiver of any of Lender's rights or.of any of Grantor's obligalions as to any future transactions. Whenever
the consent of Lender is required under this Deed of Trust; the granting of such consent by Lender in any instance shall
not constitute continuing consent to subsequentinstanges where such consent is required and in all cases such consent
may be granted or withheld in the sole dlscretron ot Lender

Severabilily. If a court of competent ]urlsdtctlon ﬂnds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable as to any circumstance, that: finding shall nol make the offending provision illegal, invalid, or
unenforceabla as to any other circumstance. |f feasible, the offending provision shall be considered modified so that il
becomes legal, valid and enforceabls. 1f the offerding provision cannct be so modified, it shali be considered deleted
from this Dead of Trust. Unless otherwise required by law, the illagality, invalidity, or unenforceability of any provision of
this Deed of Trust shall not affact the legality, validity or enforceability:of any other provision of this Deed of Trust.

Successors and Assigns. Subject to any limitations stated in-this Deed of Trust on transfar of Granter's interest, this
Deed of Trust shall be binding upon and inure to the benefit of the parfies, their successors and assigns. |f ownership of
the Property becomes vested in a person other than Granter,"Lander; without notice to Grantor, may deal with Grantor's
successors with reference to this Deed of Trust and the Indebledness by way of forbearance or extension without
releasing Grantor from the obligations of this Deed of Trust or liability under the indebtedness.

Time is of the Essence. Time is of the essence in the performance of thls Deed of Trust.

Waiver of Homestead Exemption. Grantor hereby releases and waives all rights and benefits of the homestead
exemption laws of the State of Washington as to all Indebtedness secured by ttus Deed of Trust.

DEFINITIONS. The following capitalized words and tarms shall have the tollowrng meanmgs when used in this Deed of Trust.
Unless specifically stated to the cantrary, all references to dollar amounts shall mean-dmounts in lawful money of the United
States of America. Words and terms used in the singular shall include the plural, ard the plural shall includs the singuiar, as
the context may require. Words and ferms not otherwise defined In thls Deead of Trusl shall have the meanings attributed to
such terms in the Uniform Commercial Code: ; .

Beneficiary. The word "Bensficiary" means Skagit State Bank, and ifs successors and assngns

Borrower. The word "Borrower" means JERRY H WALTON, and all other persons and entmes signing the Note in
whatever capacity.

Deed of Trust. The words "Dasd of Trust” mean this Deed of Trust among Grantor, Lender and’ Trustee, and includes
without limitation all assignment and security intarest provisions relaling to the Personal Property and Rents

Default. The word "Default” means the Default set forth in this Deed of Trust in the seotlon tltted “Default"'

Environmental Laws. The words "Environmental Laws"” mean any and all state, federal and Ipcal: statules, regulations
and ordinances relaling to the protection of human health or the environment, including -without fimitation the
Comprehensive Environmenta! Response, Compensation, and Liability Act of 1980, as amended, 42 U.S.C. Section
9601, et seq. ("CERCLA"), the Superfund Amendments and Reauthorization Act of 1988, Pub. L Ng.'88-499. {"SARA"),
the Hazardous Malerials Transportation Act, 49 1.5.C. Section 1801, ef seq., the Resourcae Conservation and Recovery
Act, 42 U.S.C. Section 6901, et seq., or other applicable state or federal laws, rules, or regulehons adopled pursuant
thereto.

Event of Default. The words "Event of Default' mean any of the evenis of default set forth in thls Deed of Trust |n lhe
events of default section of this Deed of Trusl.

Grantar., The word "Grantor” means JERRY H. WALTON REVOCABLE LIVING TRUST dated March 6, 2001

Guaranty. The word "Guaranty" means the guaranty from guarantor, endorser, surety, or acoommodatlon party to :-f
Lender, including without limitation a guaranty of all or part of the Nota. ;

Hazardous Substances. The words "Hazardous Substances™ mean malerials that, because of their quanmy,z
concentration or physical, chemical or infectious characteristics, may cause or pose & present or potential hazard o

human health or the anvironment when improperly used, treated, stored, disposed of, generated, manufectured

transported or otherwise handled. The words "Hazardous Substances™ are used in their very broadest sense and™
include without limitation any and all hazardous or toxic substances, materials or waste as defined by or lisled under.the
Envirpnmental Laws. The term "Hazardous Substances” also includes, without limitation, petroleum and petroleum
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i _,I'i-nprb'vements The word "Improvements” means all existing and future improvements, buildings, structures, mobile
" homes affixed on the Real Property, facilities, additions, replacements and other construction on the Real Proparty.

Indehteuness The word "Indebtadness” means all principal, interest, and other amounts, costs and expenses payahle
dnder the Nota or Related Documents, together with all renewals of, extensions of, modifications of, consolidations of
‘and substitutions for the Note or Related Documents and any amounts expended or advanced by Lender to discharge
. Grantor’s obligalions or expenses incurrad by Trustee or Lender to enforce Grantor's obligations under this Deed of
«Trust, togéthér with interest on such amounts as provided in this Deed of Trust.

Lender The word "Lender" means Skagit State Bank, its successors and assigns.

Nate. The'word "Note” means the promissory note dated Octaber 31, 2002, in the original principal amount
of $1,864,021.06 from Borrower to Lender, together with all renewals of, extensians of, modifications of, refinancings
of, consolldatlor__ls of, ar_1__d subslitutions for the promisscry note or agreement.

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

Property. The word "Prope'r'ty"- means collectively the Real Property and the Personal Praperty.

Real Property. The werds "Reai Property' mean the real property, interests and rights, as further described in this Deed
of Trust.

Related Documents. The wards "Fierated Documents” mean all promissory notes, credit agreements, loan agreements,
environmental agreements, ‘guarantiés, security agreements, mortgages, deeds of trust, security deeds, collateral
mortgages, and all other instruments;’ agreements and documents, whether now or hereafter existing, executed in
connection with the Indebtadness:,

Rents. The word "Rents" rneans aH present and future rents, revenues, income, issues, rovalties, profits, and other
benefits derived from the Propeny : L

Trustee. The word "Trustee” mearis Flrst Amerlcan Title Company of Mount Vernon, whose mailing address is P C Box
1687, Mount Vernon, WA 98273 and'any substitute or successor trustees.

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

GRANTOR:

TRUST ACKNO.WL-ZI.ENIZ):C::‘.;MNE'NT
STATE OF 0{)@94/ ¢ % )
COUNTY OF SKQ{;’Q’M; ) ey
On this s/ il day of _ O clobe” 220 027 before me, the undersigned

Notary Public, personally appeared JERRY H. WALTON, Sole Trustee ol' JERRY H. WALTON REVOCABLE LIVING
TRUST dated March 6, 2001, and personally known to me or proved to me on‘thé tidsis of satisfactory evidence fo be an
authorized frustee or agent of the trust that executed the Deed of Trust and acknowledged.the Deed of Trust to be the free
and voluntary act and deed of the trust, by authority set forth frust documents or, by aUthority of statute, for the uses

axecu%e Z}ﬂyhaﬂ ofthe toyst.

Notary Pu in and for the State of Z()ﬁ

REQUEST FOR FULL RECONVEYANCE

To: , Trustee . L G

The undersigned is the legal owner and holder of all Indsbtedness secured by this Deed of Trust. You are hereby reques1ed
upon payment of all sums owing to you, to reconvey without warranty, to the persons entitied thereto, the rlght title and
interest now held by you under the Deed of Trust. P

Date: Beneficiary:
By:
I1s:

LASER PRO Landing, Ver_ 5.20.00.010 Copr. Harland Financial Salutions, Inc. 1997, 20032, ‘A ! Rights Aeserved. - WA MACFIILPLAGDIFC TR~445%? PR-2
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