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THIS DEED OF TRUST is dated September 17, 2004, among JOHN W. SCRAGG, as his
separate estate, whose address is PO BOX 8196, TAMUNING, GUAM 96931 ("Grantor");
Frontier Bank, whose mailing address is Edmonds ;" 122 Third Avenue, PO Box 70, Edmonds,
WA 98020 (referred to below sometimes as "Lender" and sometimes as "Beneficiary"); and
CHICAGC TITLE COMPANY, whose mailing addr.e"Ss is 425 COMMERCIAL STREET, MOUNT
VERNON, WA 98273 (referred to below as "Trustee"). . .
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E-CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale, right
" of eniry-and possession and for the benefit of Lender as Beneficlary, all of Grantor's right, tifle, and interest in and to the
“following .d&scribed real property, logether with all existing or subsequently erected or affixed buildings, improvements and
fixtures; all easements, rights of way, and appurtenances; all water, water rights and ditch rights {including stock in utilities
with ditch or irrigation rights); and all other rights, royalties, and profils relating to the real property, including without limitation
all minerals, oil; gas, geothermal and similar matters, (the "Real Properlgy") jocated in SKAGIT County, State

of Washmgton*

LOT 4 OF SKAGIT COUNTY SHORT PLAT NO. SPT 90-054 AS APPROVED MARCH 29,
1993,-AND RECORDED MARCH 30, 1993, IN VOLUME 10 OF SHORT PLATS, PAGE 177,
UNDER AUDITOR’S FILE NO. 9303300011, RECORDS OF SKAGIT COUNTY,
WASHINGTON; BEING A PORTION OF THE NORTHEAST QUARTER OF THE NORTHEAST
QUARTER OF SECTION 24, TOWNSHIP 34 NORTH, RANGE 1t EAST OF THE WILLAMETTE
MERIDIAN:.

SITUATED lN SKAGIT CGUNTY WASHINGTON

The Real Property or |ts address is commonly known as 15227 TAGGART QUARRY ROAD,
ANACORTES, WA 98221. Thé Real Property tax identification number is 340124-1-004-0302

Grantor hereby assigns as secunty to Lender, all of Grantor's right, fitle, and interest in and to ail leases, Renls, and profits of
tha Property. This assignment is recorded in accordance with RCW 65.08.070; the lien created by this assignment is intended
to be specific, perfected and choale upon ihe recording of this Deed of Trusl. Lender granis to Grantar a ticense to collact
the Rents and profits, which licerise may be revuked al Lender's option and shali be automatically revoked upon acceleration
of all or part of the Indebtednass. ™

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 ()
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.ALSD GIVEN, TO SECURE ANY AND ALL OF GRANTOR'S OBLIGATIONS
UNDER THAT CERTAIN CONSTRUCTION LOAN. AGREEMENT BETWEEN GRANTOR 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 AESO BE AN EVENT OF DEFAULT UNDER THIS DEED OF TRUST.
THIS DEED OF TRUST {S GIVEN AND ACCEPTED ON'THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Except as othemglse provided in this Deed of Trust, Granior shall pay to Lender all
amounts secured by this Deed of Trust as they become due, and shall strictly and in a timely manner perform all of Grantor's
obligations under the Note, this Deed of Trust, and the Related Documents.

CONSTRUCTION MORTGAGE. This Deed of Trust is a construcii'on mortgage” for the purposes of Seclions 8-334 and
2A-309 of the Uniform Commercial Code, as those sections have’ been adeplad by the State of Washingten.

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

Possession and Use. Untit the occurrence of an Event of Dal‘ault Grantor may {1} remain in possession and control of
the Property; (2) use, operala or manage the Property; and “(3)" coliéct.the Rents from the Property (this privilege is a
license from Lender lo Grantor automalically revoked upon default). -The following provisions relate to the use of the
Property or to other limitations on the Property. The Real Property is riot used priricipally for agricultural purposes.

Duty to Maintain. Grantor shall maintain the Properly in good condmon and promptly perform all repairs, replacements,
and maintenance necessary to preserve ils vaiue.

Compllance With Environmental Laws, Grantor represents and wafrants io Lender that: (1} During the period of
Grantor's ownership of the Property, there has been no use, generatlon,_manufacture storage, treatment, disposal,
release or threalened release of any Hazardous Substance by any person.on; under, about or from the Property; (2)
Grantor has no knowledge of, or reason fo believe that there has been, except -as. previously disclosed to and
acknowledged by Lender in wriling, (a) any breach or violation of any Envirgnmental Laws;. (b) any use, generation,
manufacture, storage, treatment, disposal, release or threatened release of any Hazardous Substance on, under, about
or from the Property by any prior owners or occupants of the Property, or (c)-any attuaf or threatened litigation or
claims of any kind by any person relating to such matters; and (3) Except as previously disclosed to and acknowledged
by Lender in writing, (&} neither Grantor nor any tenant, contractor, agent or other authorized user-of the Property shall
use, generate, manufacture, store, treat, dispose of or release any Hazardous Subslance on,-linder, about or from the
Property; and (b) any such activity shall be conducted in compliance with all applicable fetleral, stata, and local laws,
regulations and ordinances, including without limitation all Environmental Laws. Grantor .duthorizes:Lender and ils
agenls to enter upon the Property lo make such inspections and tests, al Grantors"exp'ense, as‘Lender may desm
appropriate to determine comgliance of the Propery with this section of the Deed of Trust.” Any’ inspections or tests
made by Lender shall be for Lender’s purposes anly and shall not be construed to creale any responsibility ot lability on
the part of Lender to Grantor or to any other person. The representations and warraniies cortained: herein.are:based on
Grantor's due diligence In investigating the Propery for Hazardous Substances. Grantor hereby. (1) releases and
waives any future claims against Lender for indemnity or confribution in the event Grantor becames 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, liabilitiss, damages, penalties, and expenses which Lender may directly or indirectly sustain or stiter resulhng
from a breach of this section of the Deed of Trust or as a conseguence of any use, generation, manufacture, starage,
disposal, release or threatened release occurring prior to Grantor's ownership or infersst in the Propsity,-wheiher or.nat
the same was or should have been known to Grantor. The provisions of this section of the Deed of Trust, including the:.
obligation to indemnify, shall survive the payment of the Indebtedness and the satisfaction and reconveyarice of the lién :
of this Deed of Trust and shall not be affected by Lender's acquisition of any interast in the Properfy whether by
foreclosure or otharwise. !

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance ner commit, permit, or suffer any stnppmg of &
or waste on or to the Property or any portion of the Proparty. Withoul limiting the generality of the foregoing, Grantor wili™ -
not remove, or grant to any other party the right to remove, any limber, minerals (including oil and gas), coal clay..--”‘
scoria, soil, gravel or rock products without Lender’s prior written consent.

Removal of Improvements, Grantor shall not demclish or remove any Improvemenis from the Real Property wnthout
Lender’s prior written cgnsent. As a condition to the remaoval of any Improvements, Lender may require Grantor to make .~
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: _:gr‘réngemenls satistactory to Lender o replace such improvements with Improvements of at least aqual value.

“ Lender’s Right fo Enter. Lender and Lender's agents and representatives may enter upon the Real Property at all
~reasonable-times to attend to Lender’s interests and to inspect the Real Property for purposes of Grantor's compliance
with. the terms and conditions of this Deed of Trust.

Compliance with Governmenial Requirements. Grantor shall promptly comply, and shall promptly cause compliance

: by all agents,, Renants or other persons or entities of every nature whalscever who rent, lease or otherwise use or occupy
Hhe Propertyin gny manner, with all laws, ordinances, and regulations, now or heraafter in effect, of all governmental
authiorities apphcable to the uss or occupancy of the Property. Grantor may contest in good faith any such law,
ordinande, of regulation and withhold compliance during any praceedmg. including appropnate appeals, so long as
Grantor has notified Lender in writing prior to doing so and so long as, in Lender’s saole opinion, Lender’s interests in the
Property are not jedpardized. Lender may require Grantor to post adequate security or a surety bond, reasonably
salisfactory o Lender, to-protect Lender's interest.

Duty 1o Prolect. Graritor agrees neither lo abandon or leave unatiended the Property. Grantor shall do all other acts, in
addition to those acts. sel forth above in this section, which from the character and use of the Properiy are reasonably
nacessary to protect and preserve the Property.

Construction Loan. it sqme arall of the proceeds of the loan creating the Indebtedness are to be used to construct or
complete consfruction &f any Improvements on the Property, the Improvements shall be completed no later than the
malurity date of the Note (or such earlier date as Lender may reasonably establish) and Grantor shall pay in full all costs
and expenses in conngction with-the work. Lender will disburse loan proceeds under such terms and conditions as
Lender may deem redsomably necessary to insure thal the interest created by this Deed of Trust shall have pricrity over
all possible liens, including those of ‘material suppliers and workmen. Lender may raquire, among other things, that
disbursement requests be stpporisd by receipted bills, expense affidavits, waivers of liens, construction progress
reports, and such other documentation as Lender may reasonably request.

DUE ON SALE ~ CONSENT BY. LENDER. Lender may, al Lender's option, (A) declare immediately due and payable all
sums sacured by this Deed of Trust ar (B) .ifcredse the interest rate provided for in the Nate or other document evidencing
the Indebtedness and impose such other conditions as Lender deems appropriate, upon the sale or transfer, without Lender’s
prior written consant, of all or any part of the Rea! Property, or any interast in the Real Property. A "sale or transter” means the
conveyance of Real Property or any right; title or-inlerest in the Real Property; whether Iggal, beneficial or equitable; whether
voluntary or involuntary; whether by outright sale, dééd; installment sale contract, land contract, contract for deed, leasehold
interest with a term greater than thres (3). years, lease—option contract, or by sale, assignment, or transfer of any beneficial
interest in or to any land trust holding title to the Real Property, or by any other method of conveyance of an interest in the
Real Praperty. However, this oplion shall not be exerc:sed by Lender if such exercise is prohibited by federal law or by
Washington law.

TAXES AND LIENS. The following provisions relahng to the laxes and liens on the Property are part of this Dead of Trust:

Payment. Grantor shall pay when due (and;m:all evenls prior to delinquency) all taxes, special laxes, assessments,
charges (including water and sewer), fines and impuositions levied against or on account of the Property, and shall pay
when due all claims for work done on or for services rendered pr material furnished to the Property. Grantor shall
maintain the Property free of all liens having priority over or equal 10 the interest of Lender under this Deed of Trust,
except for the lien of laxes and assessments not due and except as-otherwise provided in this Desed of Trust.

Right 10 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 inlerést in the Properly is nol jeopardized. If a lien arises or is
filed as a result of nonpayment, Grantor shall within fiftesn (15) days-after the lien arises or, if a lien is filed, within fifteen
(15) days after Grantor has natice of the filing, secure the discharge of the lien, or if requested by Lender, deposit with
Lender cash or a sufficient corporate surety bond or other security safisféctory to Lender in an amount sufficient to
discharge the lien plus any costs and attorneys' fees, or other chargés that could accrue as a result of a foreclosure or
sale under the lien. In any contest, Grantor shall defand ilself and Lender and shall satisfy any adverse judgment before
enforcement against the Property. Grantor shall name Lender as &n addmonal nbhgee under any surety bond furnished
in the contest proceedings.

Evidence of Payment. Grantor shall upon demand furnish to Lender sallsfactory evidence of payment of the taxes or
assessments and shall authorize the appropriate governmental official to, delwer to Lender at any lime a wrilten statement
of the taxes and assessmentis against the Property.

Notice of Construction. Grantor shall notify Lender at least fifteen (15) days before any work is commenced, any
sarvices are furnished, or any materigls 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 malerials. Grantor will upon request of Lender furnish to
Lender advance assurances salisfactory to Lender that Grantor can and will pay the cost of such impravements.

PROPERTY DAMAGE INSURANCE. The following provisions relating to insuring the Propem! are a part of this Deed of
Trust.

Mainienance of Insurance. Grantor shall procure and maintain policies of ﬁre |nsurance WIth standard extended
coverage endorsements on a replacement basis tor the full insurable value coverdng.alk Improvaments on the Rsal
Property in an amount sufficient to avoid application of any coinsurance clause, and with.a standard mor!gagee clause in
favor of Lender, together with such other hazard and liability insurance as Lender may reasonably require. Paolicies shall
be written in form, amounts, coverages and basis reasonably acceptable to Lender and-issued by a company or
companies reasanably acceptable to Lender. Grantor, upon request of Lender, will deliverto‘Lender from time fo time
the policies or certificates of insurance in form salisfactory to Lender, including stipulations that coverages will not be
cancelled or diminished without at least thirty (30) days prior written notice to Lender. Each insurance policy also shall
include an endorsement providing that coverage in favor of Lender wilt not ba impaired in any way by any acl; ofnission
or default of Grantar 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, Granlor agrees to-obtain and maintgin
Fedaral Flood Insurance, if available, within 45 days after notice is given by Lender that the Property is‘located:in.a
special flood hazard area, for the full unpaid principal balance of the loan and any prior fiens on the'property Securing
the loan, up to tha maximum policy limils set under the National Flood Insurance Program, or as otherwlse requnred by,
Lender, and lo maintain such insurance for the term of the loan.

Application of Proceeds. Granlor shall promptiy nofify Lender of any loss or damage to the Property.- Lender mayﬁ'
make proof of loss if Grantor fails to do so within fifteen (15) days of the casualty. Whether or not Lender's, secuily | s
impaired, Lender may, at Lender's election, receive and retain the proceeds of any insurance and apply the proceeds to .+
the reduction of the Indebtedness, payment of any lien affecling the Propedy, or the restoration and repair of the
Property. If Lender elects to apply the proceeds to restoration and repair, Granfor shall repair or replace the damaged or~
destroyed Improvements in a manner salistactory to Lender. Lender shall, upon safisfactory proof of such expanditure,

pay or reimburse Grantor from the proceeds for lhe reasonable cost of repair or restoration if Grantor is not in default i
under this Deed of Trusl. Any proceeds which have not been disbursed within 180 days after their receipt and which -~
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; =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 Trusl, then to pay accrued inlerest, and the remainder, if any, shail be applied to the principal
Jbalance of the Indebtedness. If Lender holds any proceeds after paymant in full of the Indebtedness, such proceeds

’ shall be paid without interest to Grantor as Grantor’s interests may appear.

LENDER’S EXPENDITURES If Grantor fails (A) to keep the Property free of all taxes, liens, security interesls,
encUmbrances, and other claims, (B} to provide any required insurance on the Properly, or (C} to make repairs to the
Propery then Lender may do so. If any action or proceeding is commenced that would malerially affect Lender's interests in
the Property;’ then Leider on Grantor's behalf may, but is not required to, take any action that Lender believes to be
appropriale to-protect Lender's interests. All expenses incurred or paid by Lender for such purposes will then bear interest at
the rate charged under.the Nole from the dale incurred or paid by Lender 1o the date of repayment by Grantor. All such
expenses will. become a part of the Indebledness and, al Lender's optlion, will (A) be payabls on demand; (B) be added to
the balance of.the Note and be apportioned among and be payable with any instaliment payments lo become due during
either (1) tha term of any applicable insurance policy; or (2) the remaining term of the Note; or (C) be treated as a ballcon
paymant which will be dug’and payabla at the Note's maturity. The Deed of Trust also will secure payment of these amounts.
The rights provided tor-in this paragraph shall be in addilion to any other rights or any remedies to which Lender may be
entiled on account of any default: Any such action by Lender shall not be construed as cuwring the default s0 as to bar
Lender from any remedy that it olhermse would have had.

WARRANTY; DEFENSE OF TITLE Tha following provisions relaling to ownership of the Property are a part of this Deed of
Trust:

Title. Granlor warrants tha‘t: _:..(a) Graqtor holds good and marketable tile of record to the Property in fee simple, free
and clear of all liens: and encumbrances other than those set forth in the Real Property description or in any tifle
insurance poiicy, title report, or final title opinion issued in favor of, and accepted by, Lender in connaction with this Deed
of Trust, and (b} Grantor hag the full right, power, and authority to execute and deliver this Deed of Trust to Lender.

Detense of Tille. Subject.to.the exception-in the paragraph above, Grantor warrants and will forever defend the itle lo
the Property against the lawful claims of alf persons. in the event any action or proceeding is commenced that questions
Grantor's title or the interest of-Trustee’ or.Lender under this Deed of Trust, Granior shall defend the action at Grantor's
expense. Granlor may be the nariinal parly in such proceeding, but Lender shall be entitied 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 lo be delivered, to Lender such mstruments as Lender may request from time to time to permil such participation.

Compliance With Laws. Grantor warranls_thgl t_r_xa Property and Grantor's use of the Property complies with all existing
applicable laws, ordinances, and regulalions-of governmental authorities.

Survival of Promises. All promises, agreémerits, and siatements Grantor has made in this Deed of Trust shall survive
the execution and delivery of this Deed of Trust, shail be continuing in nature and shall remain in full force and effect untit
such time as Grantor's Indebtedness is paid.in full.

CONDEMNATION. The following provisions relatlng to' condemnaiion proceedings are a part of this Ceed of Trust:

Proceedings. If any proceeding in condemnation; is filed, Grantor shall prompily notify Lender in writing, and Grantor
shall promptly take such steps as may be necessaiy to defend the action and obtain the award. Grantor may be the
neminal party in such proceeding, but Lender shall'be entitied to participate in the proceeding and to be represented in
the proceeding by counsel of its own choice all at Granlor's expense, and Grantor will deliver or cause to be delivered to
Lender such instruments and documentation as may ba requasted by Lender from time to time to permil such
participation.

Application of Net Proceeds. If all or any part of the Property is condamned by eminent domain proceedings or by any
proceading or purchase in lieu of condemnation, Lender ‘may 4l iis"elaction require that all or any portion of tha 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 cosls 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 relaling to
gavernmantal laxes, fees and charges are a part of this Deed of Trust: = °

Current Taxes, Fees and Charges. Upon request by Lender, Granlor sha!l execute such documents in addition to this
Deed of Trust and lake whatever other action is requested by Lender to perfact and continue Lender’s fien on the Real
Property. Granlor shall reimburse Lender for all taxes, as described below; togethér with all expenses incurred in
recording, perfecling or continuing this Desd of Trust, including without ||m|lal|on aff taxes, fees, documentary stamps,
and other charges for recording or regisiering this Deed of Trust.

Taxes. Ths following shall constitule taxes lo which this section applies: (1) F speclflc tax Lipon this type of Deed of
Trust or upon all or any parl of lhe Indebtedness secured by this Dead of Trust;*(2).-a specific tax on Grantor which
Grantor s authorized or required to deduct from payments on the Indebledness sectred by this fype of Deed of Trust;
(3) a tax on this type of Deed of Trust chargeabie against the Lender or the holder-of:the Note;sand (4) a specific tax
on all or any porticn of tha Indebtedness or on payments of principal and interest made by Grantor

Subsequent Taxes. If any tax to which this section gpplies is enacted subsequent Io lhe date of this Deed of Trust, this
event shall have the same effect as an Event of Default, and Lender may exercise any or-all‘of its“available remedies for
an Event of Default as provided below unless Grantor gither (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 ca.sh or:a suflicient
corporate surely bond or other security salisfactory to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions relating to this Deed ol Trust & a. securliy
agreement are a part of this Deed of Trusk:

Security Agreement. This instrument shall constitute a Security Agreement to the extent any of the Property consmutes
fixtures, and Lendar shall have all of the rights of a secured party under the Uniform Commercial Code as amended from
time tg time. -

Securlly interest. Upon request by Lender, Grantor shall lake whatever action is requested by Lender 1o perfect and*-_;_
continue Lender's security interest in the Personal Property. In addition to recording this Deed of Trust in the .réal |
property records, Lender may, at any time and without further authorization from Grantor, file executed:counterpars,
copies or reproductions of this Deed of Trust as a financing stalement. Grantor shall reimburse Lender for ali expenses
incurrad in perfecting or continuing this security interest. Upon default, Grantor shall not remove, sever or detach the .~
Personal Property from the Properly. Upon default, Grantor shall assemble any Personal Property not affixéd to'the-
Property in @ manner and at a place reasonably convenient to Grantor and Lender and maks it available to Lender waihln =
three {3) days after receipt 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 concermng o
the security interest granted by this Deed of Trust may be obtained (each as required by the Uniform Commercial Code)

B

Skagit County Auditor
9!28{2004 Page 4 of 8 3:21PM




DEED OF TRUST
(Continued) Page 5

fIJgré'gs stated on the first page of this Deed of Trust.

FUﬁTHER ASSURANCES; ATTORNEY-IN-FACT. The following provisions relating to further assurances and
ahorney*m-fact are a part of this Deed of Trust:

Funher Assurances At any time, and from fime to time, upon request of Lender, Grantor will make, execule and
s daliver, or will cause to be made, executed or deliverad, to Lender or to Lender's designee, and when requested by
‘ Lender, causé to be filed, recorded, refiled, or rerecorded, as the case may be, at such fimes and in such offices and
‘places as’ Lender may deem appropriale, any and all such mortgages, deeds of trusl, security deeds, security
agreemenis Ilnanclng statements, continuation statements, instrumenis of further assurance, certificates, and other
documerits as may,-in the sole opinion of Lender, be necessary or desirable in order to effectuate, complete, perect,
continue, of preserva™(1) Grantor's obligations under the Note, this Deed of Trust, and the Related Documents, and (2)
the liens and security. interests created by this Deed of Trust as first and prior liens on the Property, whether now owned
or hergafter acquired by: Grantor. Unlass prohibited by law or Lender agrees to the conirary in writing, Grantor shall
reimburse Lender’ for all costs and expanses incurred in connection with the matters referred to in this paragraph.

Atlorney—ln—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 Granlor. and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints Lender
as Grantor's atlomey—m—fact for the purpase of making, executing, delivering, filing, recording, and doing all other things
as may be necessary of’ deswabie. in Lender’s sole opinion, to accomplish the matters referred to in the preceding
paragraph.

FULL PERFORMANCE. H Granlor pays-all the Indebtedness when due, and otherwise performs all the obligations imposed
upon Grantor under this Deed-of Trust, Lender shall execute and deliver o Trustee a request for full reconveyance and shall
exscute and deliver to Grantor: su_llable statements of termination of any financing stalement on file evidencing Lender’s
security interest in the Rents and:the Personal Property. Any reconveyance fee shall be paid by Grantor, if permitied by
applicable law. The grantee in‘any reconveyance may be described as the "person or persons legally entifled thereto®, and
the recitals in the reconveyance of any maﬂers o facls shall be conclusive proof of the truthfulness of any such mattars or
facts.

EVENTS OF DEFAULY. At Lenders ophon Grantor will be in default under this Deed of Trust if any of the following happen:
Payment Default. Grantor fails to maka any_ payment when due under the Indebtedness.

Break Other Promises. Granlor breaks’ ar_:y proimise made to Lender or fails lo pertorm promptly al the time and striclly
in the manner provided in this Deed of Trué.t or:in any agreement related to this Deed of Trust.

Compliance Default. Failure to comply wﬂh any o!her term, obligation, covenant or condition coentained in this Deed of
Trust, the Note or in any of the Related Documents i

Default on Other Payments. Failure of Grasator wﬂhm tha time required by this Deed of Trust to make any payment for
taxes or insurance, or any other payment necessary to prevent filing of or to effect discharge of any lien.

False Statemenis. Any representation or statement made or furnished to Lender by Grantor or on Grantor's behalf
under this Deed of Trust or the Related Documems is false or mlsleadmg in any material respect, either now or at the
time made or furnished. 2

Defective Collateralization. This Deed of Trust or any of the Retated Documents ceases to be in full force and effect
(including failure of any collateral document to create a valid and perfecied security interest or lien) al any fime and for
any reason.

Death or Insolvency. The death of any Grantor, the |nsolvency of Grantor the appointment of a receiver for any part of
Grantor's property, any assignment for the benefit of creditors, any type of creditor workout, or the commencement of
any proceeding under any bankruptcy or insolvency laws by-or against Graritor,

Taking of the Property. Any creditor or governmental agency ¥ies{o take any of the Property or any ather of Grantor's
property in which Lender has a lien. This includes taking of, garnishing of or levying on Grantor's accounts with Lender,
Howaver, if Grantor disputes in good faith whether the claim on:which the faking of the Property is based is valid or
reasonable, and if Grantor gives Lender written notice of the claim and furnishes Lender with monies or a surety bond
satistactory to Lender to satisfy the claim, then this defaull provision will-not-apply.

Breach of Other Agreement. Any breach by Granlor under the terms-of any other agreement between Grantor and
Lender that is not remedied wilhin any grace period provided therein, including without limitation any agreement
concerning any indebtedness or other obligation of Grantor to Lender, whether:existing riow or later.

Events Affecting Guarantor. Any of the preceding events occurs with respect to any guerantor, endorser, surety, or
accommodation party of any of the Indebledness or any guarantor, endorser, surety, or aécommodation party dies or
becomes incompetent, or revokes or disputes the validity of, or liability under, ‘any Guaranty of the Indebtedness. In the
event of a death, Lender, at its option, may, but shall not be required to, permit the guarantor's estate to assume
unconditionally the obligalions arising under the guaranty in & manner satisfactory to Lender and in domg so, cure any
Event of Default.

Right to Cure. if any default, other than a default in payment is curable and if Grantor has: not been given a notice of a
breach of the same provision of this Deed of Trusl within the preceding twelve (12) months, it may "be gured if Grantor,
after receiving written notice from Lender demanding cura of such default: {1) cures the default within:ten (10) days; or
{(2) if the cure requires more than ten {10) days, immediately initiates steps which Lender deems in Lender's sole
discretion to be sufficient to cure the default and thereafler confinues and completes all reasonabla and necessary steps
sufficient to produce compliance as soon as reasonably practical.

RIGHTS AND REMEDIES ON DEFAULT. if an Event of Default occurs under this Deed of Trusl al any tlrne therearter,
Trustes or Lender may exercise any cne or more of the following rights and remeadies:

Election of Remedies. All of Lender’s rights and remedies will be cumulative and may be exermsad alona or together
An election by Lender to choose any one remady will not bar Lender from using any other remedy. If kendér decidesio
spend money or to perform any of Grantor's obligations under this Deed of Trust, after Grantor's failuré to do’so, that
decision by Lender will not affect Lender's right to daclare Grantor in default and Yo exercise Lender’s remedles

Accelerate Indebiedness. Lender shall have the right al its option to declare the entire Indebiedness lmmedlately due&f'
and payable, inciuding any prepayment penalty which Grantor would be required to pay. :

Foreclosure. With respect to ali or any part of the Real Property, the Trustee shall have the right to exercise its power o! s
sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by judicial foreclosure; in eltherw
case in accordance with and 1o the full 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 remedles of.
a secured party undar the Uniform Commercial Code.

Collect Rents. Lender shall have the right, without nolice to Grantor to take possession of and manage the Propertyk_u;:-’""'
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/ and col!ect the Rents, inciuding amounts past due and unpaid, and apply the net proceeds, over and above Lender's

§ . cosls, against the Indebtedness. In furtherancs of this right, Lender may require any fenant or other user of the Property

Ao make payments of rent or use fees directly to Lender. If the Rents are collected by Lender, then Grantor irrevocably

" designates “Lender as Grantor's attorney-in—fact to endorse instruments recsived in payment thereof in the name of

Grantor and to negotiate the same and collect the proceeds. Payments by tenants or other users to Lender in response

ilo’'Lender's: demand shall satisfy the obligations for which the paymenls are made, whether or not any proper grounds

“ for the demand existed. Lender may exercise iis rights under this subparagraph either in person, by agent, or through a
receiver. -

Appoml Receiver. Lender shall have the right to have a receiver appointed to take possession of all or any part of the
Property, with the' ‘power to protect and preserve the Property, to operale the Property preceding or pending foreclosure
or sale, and to collect the Rents from the Proparty and apply the proceeds, over and abova the cost of the raceivership,
against ‘the'Indebledness. The raceiver may serve without bond if permitted by law. Lender's right to the appointment
of a racéiver shall exist whether or not the apparent value of the Property exceeds the Indebtedness by a substantial
amount. Employment’ by Lender shall not disqualify a person from serving as a receiver.

Tenancy at Sufferance It. Grantor remains in possession of the Proparly after the Property is sold as provided above or
Lender otherwise becomes. entifled to possession of the Property upon default of Grantor, Grantor shall become a
tenant at sufferance of’ 'l_.endsr or the purchaser of the Property and shall, at Lender's option, either (1) pay a
reasonabie rental for the'use.of the Property, or (2) vacate the Property immediately upon the demand of Lender.

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

Notice of Sale. Lender shall gwe Grantcr reasonable notice of the time and place of any public sale of the Personal
Property or of the time after which any. private sale or other intended disposition of the Personal Property is fo be made.
Reascnable notice shall miean nofice given at least ten (10) days before the time of the sale or disposition. Any sale of
the Personal Property may: ba made in‘'donjunction with any sale of the Real Property.

Sale of the Property. To lhe extent permﬂled by applicable law, Grantor heraby waives any and all rights t¢ have the
Property marshalied. in exarmsmg its rights and remedies, the Trustee or Lender shall be free to sell all or any part of the
Property logether or separalely, in: one sale or by separate sales. Lender shall be entitied to bid at any public sale on all
or any portion of ihe Properly. = .

Attorneys’ Fees; Expenses. If Lender msmules:any suil 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 atforneys’ fees at trial and upon
any appeal. Whether or not any court ‘actior is involved, and to the extent not prohibited by law, ali reasonable
expenses Lender incurs that in Lender's opinion are necessary at any time for the protection of its interest or the
enforcemant of its rights shall become a part of the: Indebledness payabla on demand and shall bear interest at the Note
rata from the date of the expenditure unlil’ repaid.s” Expenses covered by this paragraph inciuds, without limitation,
however subject to any limits under applicablg law, Lender's attornays' fees and Lender’s legal expenses, whether or not
there is a lawsuit, including altorneys’ fees and-.expenses for bankruptcy proceedings (including efforts to modify or
vacate any automatic stay or injunction), appeals;. and any anticipated post—judgment collection services, the cost of
searching records, oblaining title reports (lncludlng foreclosure reports), surveyors’ reports, and appraisal fees, tile
insurance, and fees for the Trustee, to lhe extent permitted by appilcable law. Grantor also will pay any court costs, in
addition to all other sums provided by law.

Rights of Trustee, Trustee shall have all of the rights and duhes of Lender as set forth in this seclion.

POWERS AND OBLIGATIONS OF TRUSTEE. The following prowsions relatlng to the powers and obligations of Trustee
(pursuant to Lender's instructions) are pari of this Deed of Trust: ", .

Powers of Trustee. |n addition to all powers of Trustee arlslng asa matter of law, Trustee shall have the power to take
the foltowing actions with respect lo the Property upon the written réqusst of Lender and Grantor: (a) join in preparing
and filing a map or plat of the Real Property, including the dedication of streels or other rights to the public; (b) join in
granting any easement or creating any restriction on the Real Properly; and {c) join in any subardination or other
agreement affecting this Deed of Trust or the interest of Lender under this Deed of Trust.

Obligations to Nolity. Trustes shall not be obligated o notify any‘ other party of-a-pending sale under any other trust
deed or lien, or of any action or proceeding in which Grantor, Lendér;or’ Truslee shall be a parly, unless required by
applicable law, or unless the action or proceeding is brought by Trustes, g

Trustee. Trustes shall meet all qualificalions required for Trustee under appllcable law ' In addition to the rights and
remedies set forth above, with respect to all or any part of the Property, the Trustee shalf have the right lo foreclose by
notice and sale, and Lender will have the right to forsclose by judicial foreclosure. m either case in accordance with and
to the tull extent provided by applicable law.

Successor Trustee. Lender, at Lender's option, may from tims to time eppomt a: successor Trustee to any Trustee
appointed under this Deed of Trust by an inslrument executed and acknowladged by Lender and Tecorded in the office
of the recorder of SKAGIT County, State of Washington. The instrument shall contain, in addltlen to all other matters
required by state law, the names of the original Lender, Trustes, and Grantor, the book arid pdge or'the Auditor's File
Number where this Deed of Trust is recorded, and the name and address of the successor. frusted, and the instrument
shall be executed and acknowledged by Lender or its successors in interest. The successor irustee, without conveyance
of the Property, shall succeed to all the title, power, and duties conferred upen the Trustee in'this Degd of Trust and by
applicable law. This procedura for substituion of Trustee shall govern lo the exclusion ef aII other prowsnons for
substitution.

NOTICES. Subject to appllcable law, and except for notice required or allowed by law to be glven in anether menner. any
notice requirad 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 effectiva when aclually delivered, when aciually received by ielefacsimile ‘(uhless
otherwise required by law}, when deposited with a nationally recognized overnight courier, or, if mailed, when -deposited. in
the United States mail, as first class, cerlified or registered mail postage prepaid, directed to the addresses stiown ‘near: the

beginning of this Deed of Trust. All coples of notices of foreclosure from the holder of any lien which has pnomy over this.
Deed of Trust shall be sent to Lender's address, as shown near the beginning of this Deed of Trust. Any person. may change ©
his or her address for notices under this Deed of Trust by gwlng formal written notice lo the other person or persons, ./

specifying that the purpose of the nolice is to change the person’s address. For notice purposes, Grantor agrées to keep’
Lender informed at all times of Grantor's currant address. Subject to applicable law, and except for notice requiréd: of

allowed by law lo be given in another manner, if there is more than one Grantor, any nofice given by Lender to any-Granter s ..

deemed to be notice given to all Grantors. It wili be Grantor's responsibility 1o tell the others of the notice from Lender.
MISCELLANEOUS PROVISIONS. The following miscellaneous provisions are a part of this Deed of Trust:
Amendments. What is written in this Deed of Trust and in the Related Documents is Grantor's enfire agreement wnh

Lender concerning the matters covered by this Deed of Trust. To be effective, any change or amendment to this Deed

T
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:._:af‘l"rust must be in wrillng and must be signed by whoever will ba bound or gbligated by the change or amandment.

Caption Headings. Caphon headings in this Deed of Trust are for convenience purposes only and are not {o be used to
- "lnterpret or.define the provisions of this Deed of Trust.

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

Governing Law. This Deed of Trust will be governed by and interpreted In accordance with federal law and the
laws otthe Staie of Washinglon. This Deed of Trust has been accepted by Lender in the State of Washington.

No’ Waiver by Lender. Granior undarstands Lender will not give up any of Lender’s rights under this Deed of Trust
unless Lender does g0 in writing. The fact that Lender delays or omits to exercise any right will not mean that Lender
has given ugp that right.- f Lender does agree in wrifing to give up one of Lender’s rights, that does nof mean Grantor will
not haveto comply with the other provisions of this Deed of Trust. Granter also understands that if Lender does consent
10 a request, that does’ not:mean that Grantor will not have to get Lender's consant again if the situation happens again.
Grantor further undsrstaiids that just bacause Lender consents to one or more of Grantor’s requests, that does not mean
Lender will be reéquired to consent to any of Grantor's future requests. Granfor waives presentment, demand for
payment, protest, and., notlce of dishonor.

Severabilily. Ifa cour’(;fands..that-.any provision of this Dead of Trust is not valid or should not be enforced, that fact by
itself will not mean that the.rést.of this Deed of Trust will nol be valid or enforced. Therefore, a court will enforce the rest
of the provisions of thls Deed of Trusl aven if a provision of this Deed of Trust may be found to be invalid or
unenforceable.

Successors and Assigns. ; Subjecl to any limitations stated in this Deed of Trust on transfer of Grantor's interast, 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 bacomas vested in a person othar than Grantor, Lender, without notice to Grantor, may deal with Grantor's
successors with reference: to. this Deed of“Trust and the Indebtedness by way of forbearance or extension without
releasing Grantor from the obllgatlens of thls Pesd of Trust or liability under the indebtedness.

Time is of the Essence. Time is of the essencs in the performance of this Deed of Trust.

Walver of Homestead Exemptlon. Granlprhsrsby releases and waives all righls and benefits of the homestead
exemption laws of the State of Washlp_g_lcn"'as: to;-all___l-ndebtedness secured by this Deed of Trust.

DEFINITIQONS. The following words shall‘have i‘h__e _fbllpiving meanings when used in this Deed of Trust:
Beneficiary. The word "Beneficiary” means Frontier Bank, and its successors and assigns.

Borrower. The word "Borrower" means JOHN W SCRAGG and includes all co-signers and co—makers signing the
Note. ¢

Deed of Trust. The words "Deed of Trust" mean’ thls Deed of Trust among Grantor, Lender, and Trustee, and includes
without limitafion all assignment and security :ntsra___st 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 relating to the protection of human health .or-the environment, including without limitation the
Comprehensive Environmenial Response, Compensation, and’ Liability Act of 1980, as amended, 42 U.S.C. Section
8601, et seq. ("CERCLA"), the Superfund Amendments and Reauthiorization Act of 1986, Pub. L. No. 99-499 {("SARA"),
the Hazardous Materials Transportation Act, 49 U.S.C. Section 1801, et seq., the Resource Conservation and Recovery
Act, 42 U.S.C. Section 6901, et seq., or other appllcabie state or federal laws, rules, or regulations adopled pursuant
thereto.

Event of Default. The words "Event of Default” mean any of the evenis of delault set forth in this Deed of Trust in the
events of default section of this Deed of Trust.

Grantor. The word "Grantor” means JOHN W. SCRAGG.

Guaranty. The word "Guaranty” means the guaranty from guaranlor, endorser surety, or accommodation party to
Lender, including without limilaticn a guaranty of all or part of the Note A

Hazardous Substances. The words "Hazardous Substances" 'mean matenals that, because of their quantity,
concentration or physical, chemical or infeclious characteristics, may cause-or posé a ‘present or potential hazard to
human health or the snvironment when improperly used, freated, stored, dlsposed of, generated, manufactured,
fransported or otherwise handled. The words "Hazardous Substances® are used in: thear very broadest sense and
include without limitation any and all hazardous or toxic substances, materials or waste as defined by or listed under the
Environmental Laws. The term "Hazardous Substances" also includes, wnhout ||rn|lal|on, petroleurn and petroleum
by-products or any fraction thereof and asbestos.

Improvements. The word "Improvements” means all existing and fufure |rnprovemsnt5 bmldlngs. structures, mobile
homes affixed on the Real Property, facilities, additions, replacemeants and other con;’truclnon on | tha 'Real Property.

Indebtedness. The word "indebtedness” maans all principal, interest, and other amounts, costs-and expenses payable
under the Note or Related Documents, together with ail renewals of, extensions of, madifications.-of, consolidations of
and substitulions for the Note or Related Documents and any amounts expended or advanced by L.ender to discharge
Grantor's obligations or expenses incurred by Trustee or Lender to enforce Grantor's obltgallons under Ihls Deed of
Trust, together with interest on such amounts as provided in this Deed of Trust,

Lender. Tha word "Lender” means Frontisr Bank, ils successors and assigns. The words ' successors or assgns mean
any person or company that acquires any interest in the Note.

Note. The word "Note® means the promissory nole dated Seplember 17, 2004, iN the orlgmal prmmpal
amount of $240,000.00 from Grantor to Lender, together with alt renewals of, extensions of, modifications of,
refinancings of, consolidations of, and substitutions tor the promissory note or agreement. NOTICE TO GFIANTOR THE
NOTE CONTAINS A VARIABLE INTEREST RATE. - - e T

Personal Property. The words "Personal Property” mean all aquipment, fixtures, and other articles of personai properly';_
now or hereafter owned by Grantor, and now or hereafter attached or affixad to the Real Property; fogather withall
accessions, parts, and additions to, all replacemants of, and all substitutions for, any of such property; and.together with -
all issues and profits therson and proceeds (including withoul limitation all insurance proceeds and refunds of premlums)
from any sale or other disposition of the Proparty. S

Property. The word "Property” means colleclively the Real Property and the Personal Property.

Real Property. The words "Real Property” mean the real properly, interests and rights, as further described in this: Dsed
of Trust.

Related Documenis. The words "Related Documents” mean all promissory notes, credit agreements, loan agreemenls,

o
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; ] enwronmental agreements, guaranties, securily agreements, morigages, deeds of trust, security deeds, coliateral
mortgages and all other instruments, agreements and documents, whether now or hereafter existing, executed in
) «annection with the Indebtednass.

_Ben.ts. The__wurd "Rants” means all present and future rents, revenues, income, issues, royalties, profits, and other
:,bsneﬁts derived from the Property.

?E-_Trustee The word '"Trustee" means CHICAGO TITLE COMPANY, whose malling address is 425 COMMERCIAL
'STREEI’ MOUNT VERNGN, WA 98273 and any substitute or successor frustees.

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

GRANTOR.

e
—

) - C_/

ﬁl W. SCRAGG -
[NDIVIDUAL ACKNOWLEDGMENT

STATE OF /, //M )
COUNTY OF W'/)/b/ ,\Tg )

On this day before me, the under&gned Notary Public, personally appearsd JOHN W. SCRAG®G, personally known to me or
proved to me on the basis of safisfactory evidente to.be the individual described in and who executed the Deed of Trust, and
acknowledged that he or she signed Ihe Deed of Trust as his or her free and voluntary act and deed, for the uses and

purposes therein menﬂonad 5
le?nfﬁﬂger it hang-ahd o <7,1 _} day of eﬂf .20 7, V

BI\ AN e Resid _
'i&__:';t:é_ : ..“‘/ : A Mycommiﬁlm%iﬁil—c-——.
UL oy My Commission expires; F 9, 2005
LR A | 415 CHALAN SAN ANTONIG SUTE #101
S e TARUNING, GUAR 94911

REQUEST FOR FULL RECONVEYANCE
Tor , Trustes.:

The undersigned is the legal owner and holder of all indsbtedness secured by lhls Deed of Trust. You are hereby requested,
upon payment of all sums owing o you, lo reconvey without Warfanl’v, 1o the DEFSGHS antitied thereto, the right, tille and
interest now held by you under the Deed of Trust. :

Date: L Beneﬁclaﬂ'
‘s

LASER PRO Landing, Var. 5.24.00.003 Copr. Harland Financial Salutions, Inc. 1897, 2004. Al Righis Resarved. - Wh C:lCFI\LPL\G_Q_‘l‘.FG TR-22870 PR-CONSCONS
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