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DEED OF TRUST

DATE: May 5, 2005

Retference # (i app!ecable) 84549__:\“'*_ Additional on page ____
Grantor(s):

1. PANZEROQ, FIONALD A_

2. PANZERO, KELLY R

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

Legal Description: Section 31, Townshpp _35. Rarige 2; Ptn. NE - SE
(aka Lot 2 of Survey - Auditor’s File No. 9807230084)
i T Additional on page 2

Assessor's Tax Parcel ID#: 350231-4-004-0107 (P33415)

THIS PEED OF TRUST is dated May 5, 2005, among HONALD A PANZERQ and KELLY R
PANZERO, Husband and Wife, whose address is 11020 19th ST, ANACORTES, WA
98221-2315 ("Grantor"); Skagit State Bank, whose malllng address is Anacortes, 1400
Commercial Ave , P O Box 36, Anacortes, WA 98221 -(referred to helow 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"). ;
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CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale, right
of entry and possession and for the benefit of Lender as Beneficiary, all of Grantor’s right, title, and interest in and to the
foliowing de&éribed. real property, together with afl existing or subsequently erected or affixed buidings, 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 profits relating to the real property, including without limitation

all minerals, oil, gas, geothermal and similar matters, (the "Real Property") located in Skagit County, State

of Wﬁéhingﬁoh:_

Lot 2 of Survey recorded July 23, 1998 under Skagit County Auditor’s File No.
9807230084, ‘being a portion of the Northeast 1/4 of the Southeast 1/4 of Section 31,
“Township 35 North; Range 2 East. W.M. .

TOGETHER WITHas -easement for ingresé, egress and utllitles as described in Deed
recorded May 30, 1995 under Auditor’s File No. 9505300097.

Situated in t"hke State of Washington, County of Skagit.

The Real Property or :its':' a-&d_re_.s_s is commonly known as nhn San Juan Hill Lan, Anacortes,
WA 98221. The Real Property tax identification number is 350231-4-004-0107 (P33415)

Grantor hereby assigns as security 10 Lendet, all of Grantor’s right, fitle, and interest in and to all leases, Rents, and profits of
the 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 choate upon the fecording of this Deed of Trust. Lender grants to Grantor a license to collect
the Rents and profits, which license may. be revoked: at Lender's 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 IS GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Except as. Othenwise provided in this Deed of Trust, Grantor shall pay to Lender all
amounts secured by this Deed of Trust as they becomie 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.

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

Possession and Use. Until the occurrence of an Event of Default, Grantor may (1) remain in possession and control of
the Property; (2) use, operats or manage the Propery; and (3) collect the Rents from the Property {this privilege is a
license from.Lender to Grantor automatically revoked upon defaulty, - The following provisions relate to the use of the
Property of o otfer limitations on the Property. The Real Property is:not used principally for agricultural purposes.”

Duty to Maintain. Grantor shall maintain the Property in godé'cdﬁditién and promptty perform all repairs, replacements,
and maintenance necessary {o preserve its value. A .

Compliance With Environmental Laws. Grantor represents and warrants to Lender that: (1) During the period of
Grantor's ownership of the Property, there has been no use, géneration,-manufacture, storage, treatment, disposal,
release of threatened release of any Hazardous Substance by-any person, on, ‘under, about or lrom the 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 gny*Environmental Laws, (b} any use, generation,
manufacture, storage, treatrment, disposal, release or threatened release of any Hazardous Substance on, under, about
or from the Property by any prior owners or occupants of the Propeity, or () ‘any actual 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-Substarice on, under, about or from the
Property; and (b) any such activity shall be conducted 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 to enter upan the Property to make such inspections and tests, at Grantor's expense, as Lender may deem
appropriate to determine compliance of the Property with this section of the Deed-of Trust: Any inspections or tests
made by Lender shall be for Lender’s purposes only and shall not be construed to-create any responsibllity or liability on
ihe part of Lender to Grantor of fo any other person. The representations and warranties tontained herein are based on
Grantor's due diligence in investigating the Properly for Hazardous Substances. Grantor hereby (1) releases and
waives any future claims against Lender for indemnity or confribution in the event Graritor becomes liable for cleanup or
other costs under any such laws; and (2} agrees to indemnify and hold harmiess Lender against any:and all claims,
lossss, liabilities, damages, penalties, and expenses which Lender may directly or indirecty sustain-or suffer resulting
from a breach of this section of the Deed of Trust or as a consequence of any use, genieration, manufacture, storage,
disposal, release or threatened release occurring prior to Grantor's ownership or interest in the Property, whether or not
the same was or should have been known to Grantor. The provisions of this section of the Déed-of Trust, including the
__obligation to indemnify, shall survive the payment of the Indebtedness and the satistaction and-reconveyance. of the lien
of this Deed of Trust ang shall not be affected by Lender's acquisition of arly interest in the’ Property, whether by
foreclosure or otherwiss.

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance nor commit, permit, or sqﬂé_r-éﬁy str‘i‘ppmé’-of

or waste on or to the Property or any portion of the Property. Without iimiting the generality of the foregoing; Grantor will

not remove, or grant 10 &ny other party the right to remove, any timber, minerals (including oil and gas),“coak; clay, -
scoria, soil, gravel or rock products without Lender's prier written consent, O
Removal of Improvements. Grantor shall not demolish or remove any Improvements from the Real Prbp“ér_ty Wﬁhou}-"'

Lender's prior written consent. As a condition to the removal of any Improvements, Lender may require Grantor:to m_a-ké
arrangements satisfactory to Lender to replace such Improvements with Improvements of at least equal value.™- i

Lender’'s Right to Enter. Lender and Lenders agents and representatives may enter upon the Real Propé’rﬂ. atall i .
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. C A

Compliance with Governmental Requirements. Grantor shall promptly comply, and shall promptly cause c'ompliaﬁce-*'"'
by all agents, tenants or other persons or entities of every nature whatsoever who rent, lease or otherwise use or occupy
the Property in any manner, with all laws, ordinances, and regulations, now or hereafter in effect, of all governmental

I
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auﬂ'rontres applicable to the use or occupancy of the Property. Grantor may contest in good faith any such law,
¢ “~‘ordinance, or regulation and withhold compliance during any proceeding, including appropnate appeals, so Iong as
_.Grantor has notified Lender in writing prior to deing so and so lang as, In Lender's sole opinion, Lender's interests in the
Property-aré. not jeopardized. Lender may require Grantor to post adequate security or a surety bond, reasonably
satistactory.ta Lender, to protect Lender's interest.

;’i_Duty to Protect Grantor agrees neither to abandaon or leave unattended the Property. Grantor shall do afl 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 o’ protect and preserve the Property.

TAXES AND- LIE__NS “The following provisions relating to the taxes and liens on the Property are part of this Deed of Trust:

Payment: Grantor shall pay when due (and in all events prior to delinquency) all taxes, special taxes, assessments,
charges (mciudmg water and sewer), fines and impositions levied against or on account of the Property, and shall pay
when dié all claims forwork done on or for senvices rendered or material fumnished to the Property.  Grantor shall
maintain the Property:free of all liens having priority over or equal to the interest of Lender under this Deed of Trust,
except for the lien of taxes and assessments not due, except for the Existing ndebtedness referred to below, and except
as otherwise provrded in. this: Deed of Trust.

Right to Contast. Grantor may withhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the obligation to-pay, so long as Lender's interest in the Property is not jeopardized. If a lien arises or is
fiied as a result of nonpayrient; Grantor shall within fitteen (15} days after the lien arises or, if a lien is filed, within fifteen
{15) days after Grantor has riotice-of-the filing, secure the discharge of the lien, or if requested by Lender, deposit with
Lender cash or a sufficierit corparate “surety bond or other security satisfactory to Lender in an amount sufficient to
discharge the lien plus-any costs and"attormneys’ 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
enforcerment against the Property. Grantor shall name Lender as an addifional obligee under any surety bond furnished

in the contest procesdings. . S

Evidence of Payment. Grantor shall upon demand furnish to Lender satisfactory evidence of payment of the taxes or
assessments and shall authorize the apipropriate governmental official to deliver to Lender at any time a written staterment
of the taxes and assessments agamst the Property

Notice of Construction, Grantor- shall notxfy Lender at least fifteen (15) days before any work is commenced, any
services are furnished, or any materials are supplied to the Property, if any mechanic’s lien, materialmen’s lien, or other
fien could be asserted on account of the work, sérvices, or materials, Grantor will upon request of Lender fumish to
Lender advance assurances safisfactory to Lender that Gfantor can and will pay the cost of such improvements.

PROPERTY DAMAGE INSURANCE. The follcwnng provrsms relating to insuring the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and maintain policies of fire insurance with standard extended
coverage endorsemsnts on a fair value basis for the full insurable value covering all Improvements on the Reai Property
in an amount sufficient to avoid application of any.coinsurance clause, and with a standard mortgagee clause in favor of
Lender, together with such other hazard and liability. insurance agLender may reasonably require. Policies shall be
written in form, amounts, coverages and basis reasonably acee ptab'e o Lender and issued by a compary or companies
reasonably acceptable to Lender. Granlor, upon request of Lender, "will_deliver 10 Lender from time to time the policies
or certificates of insurance in form satisfactory to Lender, including stipilations that coverages wili not be cancslied or
diminished without at least thirty (30) days prior written roticd to Lendef. Each insurance policy also shall include an
endorsement providing that coverage in favor of Lender will not be impajred in any way by any act, omission or default
of Grantor or any other person. Should the Real Property be located in an area designated by the Director of the
Federal Emergency Management Agency as a special flood hazard drea; ‘Grantor agrees to obtain and maintain Federal
Flood Insurance, if availabie, within 45 days after notice is given by Lehder ihat the Property is located in a special flood
hazard area, for the full unpaid principal balance of the loan and any prior lisns on'the property securing the Yoan, up 1o
the maximum policy limits set under the National Flood Insurance Prcgram or as otherwrse required by Lender, and to
maintain such insurance for the term of the loan.

Application of Proceeds. Grantor shall promptly notify Lender of any !oss or darnage to the Property. Lender may
make proof of loss if Grantor fails to do so within fifteen (15) days of the caslalty. Whather or not Lender's security is
impaired, Lender may, at Lendar's election, receive and refain the proceeds of any.instirance and apply the proceeds to

the reduction of the Indebtedness, payment of any lien affecting the Property, or the: restoratnon and repair of the

Property. If Lender elects to apply the proceeds to restoration and repair, Grantér shall repair or replace the damaged or
destroyed improvements in a manner satisfactory to Lender. Lender shall, upon satistactory proof of such expenditure,

pay of reimburse Grantor from the proceeds for the reasonable cost of repait or-restoration”if Grantor is not in default
under this Deed of Trust. Any proceeds which have not been disbursed withiri-180 days' alter their receipt and which

Lender has not committed fo the repair or restoration of the Property shall be used first t6 pay any amount owing to
Lender under this Deed of Trust, then to pay accrued interest, and the remainder, if any, shall be applied to the principal

balance of the Indebtedness. If Lender holds any proceeds after payment in full of the Indebtednese such proceeds

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

Compliance with Existing Indebtedness. During the period in which any Existing Indebtedness descnbed below is in
effect, comptiance with the Insurance provisions contained in the instrument evidencing such Existing | Jndébtedness shall
constitute compliance with the insurance provisions under this Deed of Trust, to the extent comiplisincewith the terms of
this Deed of Trust would constitule a duplacatron of insurance requirement. If any proceeds from the jnsurance become
payaoia on i0ss, the provisions in this Deed of Trust for divisicn <f proceeds shall apply unly to *ha‘ "er*r_m of the
praceeds not payable to the holder of the Existing lndeb!edness

LENDER'S EXPENDITURES. [If Grantor fails (A) to keep the Property free of all taxes, I|ene secunty mteresls
encumbrances, and other claims, (B) to provide any required insurance on the Property, (C) to make repairs’ to the
Property or to comply with any obligation to maintain Existing Indebtedness in good standing as required below, thenLender:.
may do so. i any action or proceeding is commenced that would materially affect Lender's interests in the Propeny, then
Lender on Grantor's behalf may, but Is not required to, take any action that Lender believes to be appropriate 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 Note from the date incurred or paid by Lender to the date of repayment by Grantor. All such expenses wili becore -
a part of the indebtedness and, at Lender’s option, will (A} be payable on demand; (B) be added to the balahce of the':
Note and be apportioned among and be payable with any installment payments to become due during either (1) the ferm of ;

any applicable insurance policy; or {2} the remaining term of the Note; or {C) be treated as a balloon payment which-will be & .
due and payable at the Note's maturity. The Deed of Trust also will secure payment of these amounts. The rights proviged ~
for in this paragraph shall be in addition to any other rights or any remedies to which Lender may be entitled on account’ of .~
any default. Any such action by Lender shall not be construed as curing the default so as to bar Lender from any remedy that

it otherwise would have had.

WARRANTY: DEFENSE OF TITLE. The fallowing provisions relating to ownership of the Property are a part of this Deed of . '

W
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¢ Title. Grantor warrants that: {a) Grantor holds good and marketable title of record to the Property in fee simple, free
ahd_eléar of.all liens and encumbrances other than those set forth in the Real Property description or in the Existing

“Indebtedrisss “section below or in any tite insurance poticy, title report, or final title opinion issued in favor of, and
accepted by Lender in connection with this Deed of Trust, and (b) Grantor has the full right, powsr, and authority to
éxecute and deliver this Deed of Trust 1o Lender.

Defense of Title, Subject to the exception in the paragraph above, Grantor warrants and will forever defend the title to
thie Property. against the lawful claims of all persons, in the event any action of proceeding is commenced that questions
Grantor's-title of the interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the action at Grantor's
expense. Grantor may be the nomimal party in such proceeding, but Lender shall be entitled 1o participate in the
proceeding and. to be*represented in the proceeding by counsel of Lender's own choice, and Grantor wili defiver, or
cause to'be delivered, to Lender such instruments as Lender may request from time to time to psrmit such participation.

'C:ompllance With Laws. Grantor warranis that the Property and Grantor's uge of the Property complies with all existing
applicable laws, ordinanges,.and regulations of governmental authorities.

Survival of Promises. All promises, agreements, and statements Grantor has made in this Deed of Trust shall survive
the execution arig-delivery ‘of this Deed of Trust, shall be continuing in nature and shall remain in full force and effect until
such time as Grantor's Indebtedness is paid in full.

EXISTING INDEBTEDNESS. jrhfe _,tanbwipg provisions conceming Existing indebledness are a part of this Deed of Trust:

Existing Lien. The lien of-this-Deed of. Trust securing the Indebtedness may be secondary and infarior to an existing
lien. Grantor expressly-covenants and agrees to pay, or see to the payment of, the Existing Indebtedness and to prevent
any default on such indebtedness, any: default under the instruments evidencing such indebtedness, or any default
under any security documents for such indébtedness.

No Modification. Grantor shall. not enter infd.any agreement with the holder of any mortgags, deed of trust, or other
security agreement which has:priority over this’'Deed of Trust by which that agreement is madified, amended, extended,
or renewed without the prior writtéit consent of Lender. Grantor shall neither request nor accept any future advances
under any such security agreement witheit the prior, written consent of Lender.

CONDEMNATION. The following provisii'oris_ g_slatin"g_‘t eof‘ndemnation proceedings are a part of this Deed of Trust:

Proceedings. If any proceeding in condenination Js filed, Grantor shalt promptly notify Lender in writing, and Grantor
shall promptly take such steps as may be ‘necésgary to defend the action and obtain the award. Grantor may be the
nominal party in such proceeding, but Lender. shall be entitled to participate in the proceeding and to be represented in
the proceeding by counsel of its own choice all 8t Grantor's expensa, and Grantor will deliver or cause to be delivered to
Lerder such instruments and documentation as 4may be requested by Lender from time to time to permit such
participation. S

Application of Net Proceeds. if all or any part:of the Property is condemned by eminent domain proceedings or by any
proceeding or purchase in lieu of condemnation;. Lender may at its election 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
ths award shall mean the award after payment of all réasonable costs, expenses, and attorneys’ fees incurred.by Trustee
or Lender in connection with the condemnatlon. R

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNM NTAL R-U:I:HORITIES. 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; Grantor shall execute such documents in addition to this
Deed of Trust and take whatever ather action Is requested b Lender to perfect and continue Lender’s lien on the Real
Property. Grantor shall reimburse Lender for all taxes, as deéscribed below, together with all expenses incurred in
recording, perfecting or continuing this Deed of Trust, including without fimitation ail taxes, fees, documentary stamps,
and other charges for recording or registering this Deed of Trust, ' sl

Taxes. The following shall constitute taxes to which this section applies: (1) -a specfic tax upon this type of Deed of
Trust or upon all or any part of the Indebtedness secured by this Daed of Trust, (2) a specific tax on Grantor which
Grantor is authorized or raguired to deduct from payments on the Indebtedness seciired-by this type of Deed of Trust,

(3) a tax on this type of Deed of Trust chargeable against the Lender or the holder-of the Note; and (4) a specific tax
on ali or any portion of the Indebtedness or on payments of principal and interest made by Grantor.

Subsequent Taxes. If any tax to which this section appfies is enacted subsequent to the-date of this Deed of Trust, this
event shall have the same effect as an Event of Default, and Lender may exercise any or all of:its available remedies for
an Event of Default as provided below unless Grantor either (1) pays the tax bsfore it becomes delinquent, or  (2)

contests the tax as provided above in the Taxes and Liens section and deposils “with” L_enﬂer cash or a sufficient

corporate surety bond or ather security satisfactory to Lender. S

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions relating{ito-_ihis Deed’of Trust as a security
agreement are & part of this Deed of Trust: 5

Security Agreement. This instrument shall constitute a Securfty Agreement to the extenl__'én; of i'he‘_ P'Fbpérty constitutes
fixtures, and Lender shall have alt of the rights of a secured party under the Uniform Commiércial Code.as amended from
time to time. R

Security Interest. Upon request by Lender, Grantor shall take whatever action is requested-by Lander:td perfect and
continue Lender's security interest in the Personal Property. In addition to recording this Deed 6f ‘Trust in-the real
property records, Lender may, at any time and without further authorization from Grantor, file execuled counterparts,
copies or reproductions of this Deed of Trust as a financing statement. Grantor shall reimburse Lender for all expenses
incurred in perfecting or continuing this security interest. Upon default, Grantor shall not remove, sever or detach, the
Personal Property from the Property. Upon default, Grantor shall assemble any Personal Property not-affixed to'the
Property in a manner and at a place reasonably convenient to Grantor and Lender and make it available 16 Lefder within -
three {3) days after receipt of written demand from Lender to the extent permitted by applicable law. B s

Addresses. The mailing addresses of Grantor {debtar) and Lender (secured party) from which information .'c":onc.e'r.ning”" :
the security intarest granted by this Deed of Trust may be obtained (each as required by the Uniform Cormercial Code).. ¢
are as stated on the first page of this Deed of Trust. R

FURTHER ASSURANCES; ATTORNEYAN-FACT. The following provisions relating to further assurances and & .
attormnay-in-fact are a part of this Deed of Trust; §

Further Assurances. At any time, and from time to time, upon request of Lender, Grantor will make, execute and .~
deliver, or will cause to be mads, executed or delivered, to Lender or to Lendar’s designee, and when requested by
Lender, cause to be filed, recorded, refiled, or rerecorded, as the case may be, at such times and in such offices and
places as Lender may deem appropriate, any and all such morigages, deeds of trust, security deeds, security

-
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agreements, financing statements, continuation statements, instruments of further assurance, certificates, and other
‘documents as may, in the sole opinion of Lender, be necessary or desirable in order to effectuate, complete, perfect,
continue;-er preserve (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 on the Property, whether now owned or hereafter acquired

by Grantor:; Unless prehibited by law or Lender agrees to the contrary in writing, Grantor shall reimburse Lender for all

scgsts and ekpenses incurred in connection with the matters referred to in this paragraph.

':Attorney-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.df Grantor and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints Lender
as: Grantors attorney—rn -fact for the purpose of making, executrng, delivering, filing, recording, and doing all other things
as may be.: necessary or desirable, in Lender’s sole opinion, to accomplish the matters referred to in the preceding
paragraph :

FULL PEHFORMANCE If:'Grantor pays all the indebtedness when due, and otherwise performs all the obligations imposed
upon Grantor under tis Deed of Trust, Lender shali execute and deliver to Trustee a request for full reconveyance and shall
execute and deliver to Grantor suitable statements of termination of any financing statement on file evidencing Lender's
security interest in the-Rents and the Personal Property. Any reconveyance fee shall be paid by Grantor, if permitted by
applicable law. The grarnitee in any.reconveyance may be described as the "person or persons legally entitied thereto”, and
the recitals in the reeonveyance of any matters or facts shall be conclusive proof of the truthfulness of any such matters or
facts.

EVENTS OF DEFAULT. At I:ender-"s e_p;ip_n, Grantor will be in default under this Deed of Trust if any of the following happen:
Payment Defauit. Grantor fails to make any payment when due under the Indebtedness.

Break Other Promiseé. Grantor breaks ’“any promise made to Lender or fails to parform promptly at the time and strictly
in the manner provided in this 'Deed of Trust or in any agreement refatad to this Deed of Trust.

Compliance Default. Failure- o comply wrth any other term, oblrga!ron covenant or condition contained in this Deed of
Trust, the Note or in any of the Related Documents

Default on Other Payments. Fallur__a ofﬂ._Grantor within the 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 Statements. Any represehiaﬁon of siétement made or furmnished to Lender by Grantor or on Grantor's behalf
under this Deed of Trust ar the Related Documents is false or misleading in any material respact, either now or at the
time made or furnished. ;

Defective Collateralization. This Deed of Trust or any of the Related Documents ceases to be in full force and effect
(including failure of any collateral document to, create a valld and perfected security interest or lien) at any time and for
any reason. .

Death or Insolvency. The death of any Grantdr. th’e insolvency of Grantor, the appeintment of a receiver for any part of
Grantor’s property, any assignment for the beriefit.of creditors, any type of creditor workout, or the commencement of
any proceeding under any bankruptcy or insolvencyilaws by or against Grantor.

Taking of the Property. Any creditor or n;overnmental agency tries to take any of the Property or any other of Grantor's
property in which Lender has a lien. This includes taking of, gamiishing.of or levying on Granto’s accounts with Lender.
However, if Grantor disputes in good faith whether the claim’on- which'the taking 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
satisfactory to Lender to satisty the claim, then this default- pre\nsron er not apply.

Breach of Other Agreement. Any breach by Grantor unief-the: terms of any other agresment between Grantor and
Lender that is not remedied within any grace period provided thereir; rnciudrng without limitation any agreement
concerning any indebtedness or other obfigation of Grantor to Lender whether exlstmg now or later,

Events Affecting Guarantor. Any of the preceding events occurs wrth respect to any guarantor, endorser, surety, or
accommodation party of any of the Indebtedness or any guarantor; endorser, surety, or accommodation party dies or
becomes incompetent, or revokes or disputes the validity of, or Ilabllny under any Guaranty of the indebtedness.

Insecurity. Lender in good faith believes itself insecure.

Existing Indebtedness. The payment of any installment of principal or any |nterest on lhe  Existing Indebtedness is not
made within the time required by the promissory note evidencing such indebtedness, or a default occurs under the
instrument securing such indebtedness and is not cured during any applicable grace penod in such instrument, or any
suit or other action is commenced to foreclose any existing lien on the Property E

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under thrs Deed of Trust at any time thereafter,
Trustee or Lender may exercise any one or mare of the following rights and remedies:

Election of Remedies. All of Lender’s rights and remedies will be cumulative and may be exercrsed alone or together.
An election by Lender to choose any one remedy will not bar Lender from using any othér remedy. |f Lender decides to
spend money or to perform any of Grantor's obligations under this Deed of Trust, after:Grantor's-failure to do so, that
decision by Lender will not affect Lender’s right to declare Grantor in default and to exercige Lender s remedres

Accelerate Indebtedness. Lender shall have the right at its option to declare the entire Indebtednee |mmedrately due
and payabie, including any prepayment penalty which Grantor would be required fo pay. : :

Fareclosure. With respect to all or any part of the Real Property, the Trustee shall have the rrght to exercrse |ts “power of
sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by Judrmal foreciosure. |n erther
case in accordance with and to the full extent provided by applicable faw.

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

Collect Rents. Lender shall have the right, without notice to Grantor to take possession of and manage the Property
and collect the Rents, including amounts past due and unpald, and apply the net proceeds, over and above Lender's
costs, against the Indebtedness. In furtherance of this right, Lender may require any tenant or cther user of the Property”
to 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 received 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 réspense
fo Lender's demand shall satisfy the obhgahons for which the payments are made, whether or not any proper grounds .
for the demand existed. Lender may exercise its rights under this subparagraph either in person, by agent, or through "
receiver.

Appoint Receiver. Lender shall have the right to have a receiver appointed to take possession of all or any parl of the
Property, with the power to protect and preserve the Property, to operate the Property preceding or pending foreclosure
or sale, and to collect the Rents from the Property and apply the pr- * —~- nnd shnva the cost of the receivership,
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i éga’iﬁ_s_.t“‘the indebtedness. The receiver may serve without bond if permitted by law. Lender's right to the appointment
¢ /.of a'Teceiver shall exist whether or not the apparent value of the Property excesds the Indebtedness by a substantial
amount: Employment by Lender shall not disqualify a person from serving as a receiver.

" Tenancy "at._§u__fferance. i Grrantor remains in possession of the Property after the Property is sold as provided above or
Lender otherwise becomes entified 10 possession of the Property upon default of Grantor, Grantor shall become a

fenant at sufferance of Lendsr or the purchaser of the Property and shall, at Lender's option, gither (1) pay a
feasonable rental for the use of the Property, or (2) vacate the Property immediately upon the demand of Lender.

dthé’r‘ Remedies: Trustee or Lender shall have any other right or remedy provided in this Deed of Trust or the Note or

Notice of Sale. -Lender shall give Grantor reasonable notice of the time and place of any public sale of the Personal
Propertyor 6t the time after which any private sale or other intended disposition of the Personal Property is to be made.
Reasonable notice shall mean notice given at least ten (10 days before the time of the sale or disposition. Any sale of
the Personal Property riiay be made in conjunction with any sale of the Real Property.

Sale of the Property, “To the extent permitted by applicable law, Grantor hereby waives any and all rights to have the
Property marshalled: in éxerdising its rights and remedies, the Trustee or Lender shall be free to sell all or any part of the
Property together:or separately, in.one sale or by separate sales. Lender shall be entiied fo bid at any public sale on all
or any portion of the Propeéity. .~ .©

Attorneys’ Fees; Expenses. if Lender institutes any suit or action to enforce any of the terms of this Deed of Trust,
Lender shall be entified o recover stich sum as the court may adjudge reasonable as attorneys’ fees at trial and upon

any appeal. Whether-or-hot any-court:action is 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 become a:part of the Indebtedness payable on demand and shall bear interest at the Note

rate from the date of the expenditure “until repaid. Expenses covered by this paragraph include, without [imitation,

however subject to any limits uhder applicable law, Lender’s attorneys’ fees and Lender's lega! expenses, whether or not
there is a lawsuit, including attorneys' {eés 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, obtaining title reports (including foreclosure reports), surveyors' reports, and appraisal fees, title
insurance, and fees for the Trustes, to the exterit permitted by applicable law. Grantor alsa will pay any court costs, in
addition to all other sums provided by law.”

Rights of Trustee. Trustee shalt haveall of tt‘hgfights and duties of Lender as set forth in this section.

POWERS AND OBLIGATIONS OF TRUSTEE. The' followirig: provisions relating to the powers and obligations of Trustee
(pursuant to Lender's instructions) are part of this Deed of Trust:”

Powers of Trustee. In addition to all powers of Trustee arising as a matter of law, Trustee shall have the power to take
tha following actions with respect to the Property upon the written request of Lender and Grantor: (a) join In preparing
and filing a map or plat of the Real Praperty, including the dedication of streets or other rights to the pubtic; (b) join in
granting any easement or creating any restriction on the Real Property; and (c) join in any subordination or other
agreement affecting this Deed of Trust or the interest of Lender under:this Deed of Trust.

Obiigations to Notify. Trustee shall not be obcigatéd to notify,.aﬁy oiher party of a pending sale under any ofher trust
deed or lien, or of any action or proceeding in which Grantor; Lender, or Trustee shall be a party, unless required by
applicable law, or unless the action or proceeding is brought-by Trustee:

Trustee. Trustee shall meet all qualifications required for. Trustee under applicable law. In addition to the rights and
remedies set forth above, with respect to all or any part of the: Property; the Trustee shall have the right to foreclose by
notice and sale, and Lender will have the right to foreclose by judicial forectosure, in either case in accordance with and
to the full extent provided by applicable law. T E e

Successor Trustee. Lender, at Lender's option, may from time to' time appoint’a successor Trustee to any Trustee
appointed under this Deed of Trust by an instrument executed and acknowledged by Lender and recorded in the office
of the recorder of Skagit County, State of Washington. The instrurnent shall-contain, in addition to all other matters
required by state law, the names of the original Lender, Trustes, and Granter, the book and page or the Auditor’s File
Number where this Deed of Trust is recorded, and the name and address of the successor trustee, and the instrument
shall be executed and acknowledged by Lender or its successors in interest. The successor trustee, without conveyance
of the Property, shall succeed to all the title, power, and duties conferred uponthe Trusteg In this Deed of Trust and by
applicable law. This procedure for substituion of Trustee shall govern tothe exclusiors of alfl other provisions for
substitution. E '

NOTICES. Subjact to applicable law, and except for notice required or allowed by taw 15"be given inanother manner, any

notice required to be given under this Deed of Trust, including without limitation any niotice of default and any notice of sale

shall be given in writing, and shall be effective when actually delivered, when actually received by telefacsimile (unless
otherwise required by law), when deposited with a nationally recognized overnight courier,-or; if mailed; when deposited in

the United Stales mail, as first class, certified or registered mail postage prepaid, directed o the addresses shown near the
beginning of this Deed of Trust. All copies of notices of foreclosure from the holder of any. lien which has.pticrity over this
Desd 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 giving formal written notice to thé other person or persons,
specifying that the purpose of the notice is to change the person's address. For notice purposes,: Grantor.agrees to keep
Lender informed at all times of Grarfor's current address. Subject to applicable law, and excépt-for notice-required or
allowed by law to be given in anothsr manner, if there is mare than one Grantor, any notice given by ‘Lerder 16 any-Grartor is
deemed to be notice given to all Grantors. It will be Grantor's responsibility o 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 efitire agrééméritzvﬁith
Lender concerning the matters covered by this Deed of Trust. To be effective, any change or amendment to this, Deled”,
af Trust must be in writing and must be signed by whoever will be bound or obligated by the changs or afmendment.”.

Caption Headings. Caption headings in this Deed of Trust are for Gonvenience purposes only and are ndf-r-td’--be uééd to
intarpret or define the provisions of this Deed of Trust. : L

Merger. There shall be no merger of the interest or estate created by this Deed of Trust with any other interest or estate
in the Property 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 federal law applicable to Lender and, to the extént not T
preempted by federal law, the laws of the State of Washington without regard to its conflicts of law provisions. .+
This Deed of Trust has been accepted by Lender in the State of Washington.

Joint and Several Liability. Al obligations of Grantor under this Deed of Trust shall be joint and several, and all
references to Grantor shall mean each and every Grartor, This means that each Grantor signing below is responsible for
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:"_alliobligations in this Deed of Trust,

i* No Waiver by Lender. Grantor understands Lender will not give up any of Lender's rights under this Deed of Trust
~Unless Lender does so in writing. The fact that Lender delays or amits to exercise any right will not mean that Lender
has giveriup'that right. If Lender does agree in writing to give up one of Lender’s rights, that does not mean Grantor will
not'have to'comply with the other provisions of this Deed of Trust. Grantor also understands that if Lender does conssnt
:t0' a request, that does not mean that Granter will not have to get Lender's consent again if the situation happens again.
“Grantor further understands that just because Lender consents to one or more of Grantor's requests, that does not mean
Lender.will be refuired to consent to any of Grantor's future requests. Grantor waives presentment, demand for
payment protest, and notice of dishonor.

Severablllty if a court finds that any provision of this Deed of Trust is not valid or should not be enforced, that fact by
itself will not mean that the rest of this Deed of Trust will not be valid or enforced. Thersfore, a court will enforce the rest
of the provisions of thss Deed of Trust even if a provision of this Deed of Trust may be found to be invalid or
unenforceahle, - :

Successors and Assugns. Sub;ect to any limitations stated in this Deed of Trust on transfer of Grantor's interest, this
Deed of Trust shall be binding upon and inure to the benelit of the parties, their successors and assigns. If ownership of
the Property bécornes vestedin a person other than Grantor, Lender, without notice to Grantor, may deal with Grantor's
successors with reference to.this. Deed of Trust and the Indebtedness by way of forbearance or extension without
releasing Grantor from the obhgatrons of this Deed of Trust or liability under the Indebtedness.

Time is of the Essence: Tame i of the essence in the performance of this Deed of Trust,

Waiver of Homestead Exemptlon Grantor hereby releases and waives all rights and benelits of the homestead
exemption laws of the State of Washington as to all indebtedness secured by this Deed of Trust.

DEFINITIONS. The following wdrde shall ha:\_re the following meanings when used in this Deed of Trust:
Beneficiary. The word "Beneficiary" meens'ugkagit State Bank, and its successors and assigns.

Borrower. The word "Borrower! means HONALD A PANZERQ and KELLY R PANZERO and includes all co-signers and
co-makers signing the Note.

Deed of Trust. The words "Deed of Trust“ rnean thas Deed of Trust amang Grantor, Lender, and Trustee, and includes
without limitation all assignment and secunty lnterest provisions relating to the Personal Property and Rents.

Environmental Laws. The words “Errvrronmental Laws® mean any and all state, federal and local statutes, regulations
and ordinances relating to the protectiori. of .human health or the environment, including without limitation the
Comprehensive Environmental Response, Compensation,” and Liability Act of 1980, as amended, 42 U.5.C. Section
9601, et seq. ("CERCLA"}, the Superfund Amendments and Reauthorization Act of 1986, Pub. L. No. 99-498 ("SARA"),
the Hazardous Materials Transportation Act, 49 U.S,C. Section 1801, et seq., the Resource Conservation and Recovery
Act, 42 ).5.C. Section 6901, et seq., or other appilcable state or federal laws, rules, or regulations adopted pursuant
thereto.

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

Existing Indebtedness. The words "Existing Indebtedness" i'nean the mdebtedness descrlbed in the Existing Liens
provision of this Deed of Trust.

Grantor. The word "Grantor’ means RONALD A PANZERO and KELLY R PANZERO.

Guaranty. The word "Guaranty® means the guaranty frorn guarantor endorser surety, or accommuodation party to
Lender, including without limitation a guaranty of all or part of the Note T e

Hazardous Substances. The words *Hazardous Substances”.mean rnatenals that, because of their guantity,
concentration or physical, chemical or infectious characteristics, may‘cause or pose a present or potential hazard to
human heaith or the environment when improperly used, treated, :stored, disposed of, generated, manufactured,
transported or otherwise handled. The words "Hazardous Substances” are”used in thelr very broadest sense and
inciude 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,. wrthout Ilmrtatlon petroleun and petroleum
by-products or any fraction thereof and asbestos. E ;

Improvements. The word "Improvements” means all existing and future |mprovernents bmldlngs structures, mobile
homes affixed on the Real Property, facilities, additions, replacements and other eonstrucuon on the Real Property.

Indebtedness. The word "Indebtedness” means all principal, interest, and other amounts, oosts -and expenses payable
under the Note or Related Documents, together with all renewals of, extensloris-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 obligations or expenses incurred by Trustee or Lender to enforce Grantor’s oblrgatlons ‘under this Deed of
Trust, together with interest on such amounts as provided in this Deed of Trust. . JE

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

Note, The word “Note” means the promissory note dated May 5, 2005, in the original prmc:lpal amount of
$175,000.00 from Grantor to Lender, together with all renewals of, extensions of, modlﬂcatrons of reﬂnancmgs of,
cmsohdat*ons of, and substitutions for the promissory note or agresment. :

Personal Property. The words "Persanal Property" mean all equipment, fixtures, and other articies . of personal property
now or hereafter owned by Grantor, and now or hereafter attached or affixed to the Real Property together. With, all
accessions, parts, and additions to, all replacements of, and all substitutions for, any of such property; and together with
all issues and profits thereon and proceeds (including without limitation all insurance proceeds and refunds of premmms)

from any sale or other disposition of the Property. . -

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

Real Property. The words "Real Property” mean the real property, interests and rights, as further descrlbed |n th|s Deed
of Trust. ] P

Related Documents. The words "Related Documents" mean all promissory notes, credit agresments, loan agreements .
environmental agreements, guaranties, security agreements, mortgages, deeds of trust, security deeds, collateral’ .-

mortgages, and all other instruments, agreements and documents, whether now or hereafter existing, executed |n
connection with the Indebtedness.

Rents The word "Rents" means all present and future rents, revenues, income, issues, royalties, profits, and other
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" ‘Trustee. The word "Trustee" means First American Title Company of Mount Vernon, whose mailing address is P O Box
1667 Mount Vemon, WA 98273 and any substitute or successor trustees.

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

GRANTOR

STATE OF yavale
COUNTY OF <(O\Cx\jf )

On this day before me, the under:-;lgned Notary Publlc personally appeared RONALD A PANZERO and KELLY R PANZERO,
personally known to me or proved to meon-the basis of satisfactory evidence 1o be the individuals described in and who
executed the Deed of Trust, and acknowledged that lhey ‘signed the Deed of Trust as their free and voluntary act and deed,

for the uses and purposes therein mentioned. y QW -
Given under my hand and officlai seal this* i day of W\M , 2#3
Residing at (\OJ(— \"\N bl
commission expires 3 - a0~ OC‘

3-20-2009

REQUEST FO! "-Tllﬁa"' ONVEYANCE

To: Trustee

The undersigned is the legal owner and holder of all indebtedness secured by thIS Deed of Trust. You are hereby requested,
upon payment of all sums owing to you, to reconvey without warranty, 15 the persons entitted thereto, the right, title and
interest now held by you under the Deed of Trust. o

Date: 5'; j:' _Be_neﬂclary:
.., s

LASER PRO Londing, Vet, 5.25.00.006 Copr. Herend Finenclal Solutions, ne. 1897, 2005. Al Fights Resarved. - WA MlCFnLPL\Q_D'i,FC TR-10388 PR-I\'.I
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