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THIS DEED OF TRUST is dated December 26, 2005,_.-8##9“9 JAMES A KALLIO and DEBOBRAH K
KALLIO, husband and wife, whose address is ']0'110 _C@LLINS RD, SEDRO WOOLLEY, WA
98284 {"Grantor"); Skagit State Bank, whose mailing address is Main Office, 301 E. Fairhaven
Ave, P O Box 285, Burlington, WA 98233 (referred -to _below sometimes as "Lender” and
sometimes as "Beneficiary"); and Land Title Company of ‘Skagit County, whose mailing address
is P O Box 445, Burlington, WA 98233 (referred to below as "Trustee”).
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CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustes in trust with power of sale, right
of entry and possession and for the henefit of Lender as Beneficiary. all of Grantor's right, title, and interest in and to
the” followirig “described real property, together with afl existing or subsequently erected or affixed buildings,
improvements ari_d fixtures; alt easements, rights of way, and appurtenances; all water, water rights and ditch rights
{incluging stock in wutilities with ditch or irrigation rights); and all other rights, rovalties, and profits relating to the real
propetty, including:without limitation all minerals, oil, gas, gectharmal and similar matters, (the "Real Property™)

located in SKAGIT County State of Washington:

Tract 1 of Revrsed Skagit County Short Plat No. 29-84, as approved September 21, 1984
and recorded S_ap_t_ember 25, 1984, in Volume 6 of Short Plats, page 172, under Auditor's
File No. 8409250015, records of Skagit County, Washington; being a portion of the
Northeast 1/4 of the-Northeast 1/4 of Section 27, Township 35 North, Range 4 East, W.M.,

EXCEPT that portion as conveyed to Sally Duncan by Boundary Line Agreement as recorded
January 26,1993, under Auditor's File No. 9301260025, records of Skagit County,
Washington, and amendad June 30, 1993, under Auditor's File No. 9306300147, records
of Skagit County, Washmgten

Situate in the County of Skagrt, State of Washington.

The Real Property or |ts address is commonly known as 10110 COLLINS RD, SEDRO
WOOLLEY, WA 98284, :

REVOLVING LINE OF CREDIT, Thrs Daad of Trust secures the Indebtedness including, without limitation, a revolving
line of credit, with a variable rate of lnte__rest_ which obligates l.ender to make advances to Grantor up to the credit limit
so long as Grantor complies with all tha terms of the-Credit Agreement and the line of credit has not been terminated,
suspended or cancelled; the Credit Agreément allows negative amortization. Such advances may be made. repaid, and
remade from time to time, subject to the  limitation that the total outstanding balance owing at any one time, not
including finance charges on such balance.at: a*fixed or variable rate or sum as provided in the Credit Agreemsnt, any
temporary overages, other charges, and any amiounts expended or advanced as provided in either the Indebtedness
paragraph or this paragraph. shall not exceed the Credit Limit:as provided in the Credit Agreement. It is the intention of
Grantor and Lender that this Deed of Trust securas the b_alance outstanding under the Credit Agreement from time to
time from zero up to the Credit Limit as provided in the Credit Agreement and any intermediate balance. Funds may be
advanced by Lendar, repaid, and subsequently readvariced. The unpaid balance of the revolving line of credit may at
certain times be lower than the amount shown:of.zero. A zero balance does not terminate the line of credit or
terminate Lender's obligation to advance funds to Grantor. Therefore, ths lien of this Deed of Trust will remain in full
force and effect notwithstanding any zero balance. .

Grantor hereby assigns as security to Lender, alt of Grantor 8 nght tltIe, and interest in and to all leases, Rents, and
profits of the Property. This assignment is recorded in accardance ‘with RCW 65.08.070; the lien created by this
assignment is intended to be specific, perfected and choate upon-the recokding 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 revokad upon acceleration of all or part of the Indébtedness.

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
EACH OF GRANTOR'S AGREEMENTS AND OBLIGATIONS UNDER THE CREDIT AGREEMENT, THE RELATED
DOCUMENTS, AND THIS DEED OF TRUST. THIS DEED OF TRUST. ]S ‘GIVEN AND ACCEPTED ON THE FOLLOWING
TERMS:

PAYMENT AND PERFORMANCE. Except as otherwise provided in thls Deed of Trust _Grantor shall pay to Lender all
amounts secured by this Deed of Trust as they become due, and shall- strlctly and’in & timely manaer perform all of
Grantor's obligations under the Credit Agreement, this Deed of Trust, and the Related Dbcuments

POSSESSION AND MAINTENANCE OF THE PROPERTY, Grantor agrees that Grantors possessmn and use of the
Property shall be governed by the following provisions:

Possession and Use. Until the occurrence of an Event of Default, Grantor may (1) rémain in possession and
control of the Property; (2) use, operate or manage the Property; and {3}, collect the Rents from the Property
(this privilege is a license fram Lender to Grantor automatically revoked upon default) " The following provisions
relate to the use of the Property ar to other limitations on the Property. The Rea! Property 5. not used principally
for agricultural purposes. ¢

Duty to Maintain. Grantor shall maintain the Property in goed condition and promptiv perf'orm all repairs,
replacements, and maintenance necessary to preserve its value. .

Compliance With Environmental Laws. Grantor represents and warrants to Lender that %5 Iurmg the period of
Grantor's ownership of the Property, there has been na use, generation, manufacture, storage, treatment, disposal,
release or threatened release of any Hazardous Substance by any person on, under, abwmit or fromi the Property;
{2} Grantor has no knowledge of, or reason to believe that there has been, except as previously disciosed to and
acknowledged by Lender in writing, (a) any breach or violation of any Environmental ‘Laws, -~ (b)" apy, use,
generation, manufacture, storage, treatment, dlsposal 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. (e any actual. or
threatened litigation or claims af any kind by any person relating to such matters; and (3} Except as_ previously
disclosed to and acknowledged by Lender in writing, {a) neither Grantor nor any tenant, contractof, agent or other
authorized user of the Property shall use, generate, manufacture, store, treat, dispose of or release any Hazardous ..
Substance on, under, about or from the Property; and (b} any such activity shall be conducted in compliance with™
all applicable federal, state, and local laws, regulations and ordinances, inciuding without limitation.al.- ;
Enviconmental Laws. Grantor sutherizes Lender and its agents-to- enter upon the Property to reake - 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 responsibility or liability on the part of Lender to Grantor'of=

to any other person. The representations and warranties contained herein are based on Granter's due ditigence in .+~
investigating the Property for Hazardous Substances. Grantor hereby (1) releases and waives any future claims™
against Lender for indemnity or contribution in the event Grantor becomes liable for cleanup or other costs under
any such laws; and (2} agrees to indemnify, defend, and hold harmless Lender against any and all claims, losses,

-
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¢/ liabilitles, damages, penalties, and expenses which Lender may directly or indirectly sustain or suffer resulting from
¢ /~a breach of this section of the Deed of Trust or as a conseguence of any use, generation, manufacture, storage,
disposal,-release or threatened release occurring prior to Grantor's ownership or interest in the Property, whether
" or'hot.the éame was or should have been known to Grantar. The provisions of this section of the Deed of Trust,
ifickiding the:obligation to indemnify and defend, shall survive the payment of the Indebtedness and the satisfaction
tand reconvéyance of the lien of this Deed of Trust and shall not be affected by Lender’s acquisition of any interest

:f'in -the Propert'y, whether by foreclosure or otherwise.

Nuisance, Waste. Grantor shall not cause, gonduct or permit any nuisance nor commit, permit, or suffer any
stripplng of or waste on or to the Property or any portion of the Property. Without limiting the generality of the
foregoing, Grantor.will not remove, or grant to any other party the right to remave, any timber, minerals {including
oil and gas),-coal, clay, scoria, soil, gravel or rock products without Lender's pricr written consent.

Removal. of Impr'ovei‘hents Grantor shall not demolish or remove any Improvements from the Real Property
without Lender's prior writien consent. As a condition to the removal of any Improvements, Lender may require
Grantor to make arrangements satisfactory to Lender to replace such Improvements with Improvements of at least
equal value,

Lender's nght to 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 purpeses of Grantor's
compliance with the terms énd conditions of this Deed of Trust.

Compliance with Governmental -Requirements.  Grantor shall promptly comply, and shall promptly cause
compliance by all agents, tenants_or other persons or entities of every nature whatsoever who rent, lease or
otherwise use or gccupy the Property in any manner, with all laws, ordinances, and regulations, now or hereafter
in effect, of all governmental authorities applicable to the use or accupancy 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 long-as Granter has notified Lender in writing prior to doing so and so long as, in Lender's
sole opinion, Lender's interests-in the Property are not jeapardized. Lender may require Grantor to post adequate
security or a surety bond, reasonably: satlsfactory to Lender, to protect Lender's interest.

Duty to Protect. Grantor agrees- nelrher to abandon or leave unattended the Property. Grantor shall do all other
acts, in additicn to those acts set forth above in this section, which from the character and use of the Property are
reasonably necessary to protect and preserve ‘the: Property.

DUE ON SALE - CONSENT BY LENDER. Lender ray, at Lender’s aption, (A) declare immediately due and payable all
sums secured by this Deed of Trust or (B} “increase the“interest rate provided for in the Credit Agreement or other
document evidencing the Indebtedness and imposé such’other conditions as Lender deems appropriate, upon the sale or
transfer, without Lender's prior written conserd, of- all .or any part of the Real Property, or any interest in the Real
Property. A "sale or transfer” means the conveyante &f Real Property or any right, title or interest in the Real Property;
whether legal, beneficial or equitable; whether véluntary or inveluntary; whether by outright sale, deed, installment sale
contract, land contract, contract for deed, leaséhold interest with a term greater than three (3) years, lease-option
coniract, or by sale, assignment, or transter 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 Property. However, this option shall not be
exercised by Lender if such exercise is prohibited by federal law or by Washlngton law,

TAXES AND LIENS. The following provisions relfating to the: taxes and ||ens on the Property are part of this Deed of
Trust:

Payment. Grantor shall pay when due (and in all events ﬁqior to dé.linquencv! all taxes, special taxes, assessments,
charges l{including water and sewaer), fines and impositions-levied against or on account of the Property, and shall
pay when due all claims for work done on or for services:-rendered.or material furnished to the Property, Grantor
shall maintain the Property free of all liens having priority over or gqual to-the (nterest of Lender under this Deed of
Trust, except for the lien of taxes and assessments not due “except for the Existing Indebtedness referred to
below, and except as otherwise provided in this Deed of Trust. { | i

Right to Contest. Grantar may withhald payment of any tax, a's.sé'ssment-,"'o\j':c'.aim in connection with a good faith
dispute over the obligation to pay, so long as Lender’s interest in‘the Prbperty js.not jecpardized. If a lien arises or
is filed as a result of nonpayment, Grantor shall within fifteen (15).days” after the ‘lien arises or, if a lien is filed,
within fifteen (15} days after Grantor has notice of the filing, secure the; dlscharge of the lien, or if requested by
Lender, deposit with lLender cash or a sufficient corporate surety bond or other securltv satisfactory to Lender in an
amount sufficient to discharge the lien plus any costs and attorneys’ fees, ‘or other. charges that could accrue as a
result of a foreclosure or sale under the lien. in any contest, Grantor shall defend itself and Lender and shall
satisfy any adverse judgment before enforcement against the Property. Grantor shall name Lender as an additional
obligee under any surety bond furnished in the contest proceadings. i, :

Evidence of Payment. Grantor shall upen demand furnish to Lender satisfactary evudence of payment of the taxes
or assessments and shall authorize the appropriate governmental official to dehver to Lendes’ at any time a written
statement of the taxes and assessments against the Property. : : .

Notice of Construction, Grantor shall notify Lender at feast fifteen (19} days before any Wwork:is cammenced any
services are furnished, or any materials are supplied to the Property, if any mechanic*s lien, mater{almen s lien, or
other lien could be asserted on account of the work, services, or materials. Grantor will’ upon request of Lender
furnish to Lender advance assurances satisfactory to Lender that Grantor can and- w'u pay the.. cost of such
impravements. B

PROPERTY DAMAGE INSURANCE. The following provisions relating to insuring the Property are a part of this E}eed of
Trust. B .

Maintenance of Insurance. Grantor shall procure and maintain policies of fire insurance wit'h s;tanda'rd e'xterided
coverage endorsements on a fair value basis for the full insurable value covering all Improvemaents,. onthe Real
Property in an amount sufficient to avoid application of any ceinsurance clause, and with a stapdard mortgagee
clause in favor of Lender, together with such ather hazard and [iability insurance as Lender may reasonably. require.

Policies shall be written in form, amounts, coverages and basis reasonably acceptable to Lender ahd issuéd by'a
company of companies reasonably acceptable 1o Lender. Grantor, upon request of Lender, will deliver. to Lendef
from time to time the policies or certificates of insurance in form satisfactory to Lender, including stlpulanons that:
coverages will not be cancelled or diminished without at ieast ten {10} days pricr written notice to Lender.* Each

insurance policy also shall include an endgorsement providing that coverage in tavor of Lender will not be impaired -~ .
in any way by any act, omission or default of Grantor or any other person. The Real Property is or will be located .-~

in an area designated by the Director of the Federal Emergency Management Agency as a special flood hazard”
area. Grantor agrees to obtain and maintain Federal Flood Insurance. if available, for the maximum amount-&f
Grantor’s credit line and the full unpaid principal balance of any prior liens on the property securing the loan, up to

the maximum policy limits set under the National Flood Insurance Program, or as otherwise required by Lender, and -

MR
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' ‘to.rmaintain such insurance for the term of the loan.

¢ :“Application of Proceads. Grantor shall promptly notify Lender of any loss or damage to the Property. Lender may
make: proof.of loss if Grantor fails to do so within fifteen {15} days of the casualty. Whether or not Lender's
* security is-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 affecting the Property, or the restoration
and repair of the Property. If Lender elects to apply the proceeds to restoration and repair, Grantor shall repair or
replace the damaged or destroyed Improvements in a manner satisfactory to lLender. Lender shall, upon
s‘atl'sfactor'v proof-of such expenditure, pay or reimburse Grantor from the proceeds for the reasonable cost of
repajr or_restorationt if Grantor is not in default under this Deed of Trust. Any proceeds which have not been
disburséd within-180.days after thair receipt and which Lender has not committed to the repair or restoration of
the PFODGI'TV shall be. used first to pay any amount owing to Lender under this Deed of Trust, then to pay accrued
interest,”’and the remainder, if any, shall be applied to the principal balance of the Indebtedness. If Lender holds
any procséds after payment in full of the indebtedness, such proceeds shall be paid without interest to Grantor as
Grantor's interests may appear.

Compliance with Existing Indabtedness. During the period in which any Existing Indebtedness described below is
in effect, compliasice ‘with: the insurance provisions contained in the instrument evidencing such Existing
Indebtedness shall constitute campliance with the insurance provisions under this Deed of Trust, to the extent
compliance with the terms of this Deed of Trust would constitute a duplication of insurance requirement. |f any
proceeds from the insurance become payable on loss, the provisions in this Deed of Trust for division of proceeds
shall apply only ta that portmn of the proceeds not payable to the holder of the Existing Indebtedness.

LENDER'S EXPENDITURES, .if Gram-or -faHs {A) to keep the Property free of all taxes, liens, security interests,
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, then
Lender may do so. If any action or procaedmg_ is commenced that would materialty affect Lender’'s interests in the
Property, then Lender on Grantor's. behalf'ma'y', but is not required to, take any action that Lender believes to be
appropriate to protect Lender's interests. All ekpenses incurred or paid by Lender for such purposes wili then bear
interest at the rate charged under the Credit Agreement from the date incurred or paid by Lender to the date of
repayment by Grantor. All such expenses will become a part of the Indebtedness and, at Lender's option, will {A) be
payable on demand; (B) be added to:the balance ‘of the Credit Agreement and be apportioned among and be payable
with any installment paymants to become due dyring either (1) the term of any applicable insurance policy; or (2) the
remaining term of the Credit Agreement; or.-{C), bé treated as a balloon payment which will be due and payable at the
Credit Agreement’s maturity. The Deed of Trust alsd will secure payment of these amounts. The rights provided for in
this paragraph shall be in addition to any other-rights or ahy.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
remady that it otherwise would have had.

WARRANTY; DEFENSE OF TITLE, The followmg provismns relating to ownership of the Property are a part of this Deed
of Trust:

Title. Grantor warrants that: (a} Grantor holds.go_pd and rarketable title 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 the
Existing Indebtedness section below or in any title insurance policy, 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, power, and
authority to execute and deljver this Deed of Trust to Lender T

Defense of Title. Subject to the exception in the paragraph above, ,Grantor warrants and will forever defend the
title to the Property against the lawful claims of all persdns:.. In-the-gvent any action or proceeding is commenced
that questions Granter's title or the interest of Trustee or Lender uhder thi§:Deed of Trust, Grantor shall defend the
action at Grantor's expense, Grantor may be the nominal party in.guch proceeding, but Lender shall be entitled to
participate in the proceeding and to be represented in the proceeding by counsel of Lender's own choice, and
Grantor will deliver, or cause to be delivered, to Lendsr such mstruments as Lender may request from time to time
to permit such participation, : :

Compliance With Laws. Grantor warrants that the Property and Grantor s use of the Property complies with all
existing applicable laws, ordinances, and regulatlons of governmentat.authorities.

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

EXISTING INDEBTEDNESS. The following provisions concerning Existing lndebtedness are a part :of this Deed of Trust;

Existing Lian. The lien of this Deed of Trust securing the Indebtedness miay’ be- secondary and inferior 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 mstruments ewdenc' g such indebtedness,
or any default under any security documents for such indebtedness.

No Modification. Grantor shall not enter into any agreement with the holder of é’ny' rﬁortgag_e;"deéd of trust, or
other security agreement which has priority over this Deed of Trust by which ‘that agréement is modified,
amended, extended, or renewed without the prior written consent of Lender. Grantor shall-neither request nor
accept any future advances under any such security agreement without the prior written-consent of Lender.

CONDEMNATION. The following provisions relating to condemnation proceedings are a part of 'tlli-é' Dééa q-fr-T(_u'st:

Proceedings. If any proceeding in condemnation is filed, Grantor shall promptly notify Lender-in.writing, and
Grantor shall promptly take such steps as may be necessary to defend the action and obtain thé award.” Grantor
may be the nominal party in such proceeding, but Lender shall be entitled to participate in the proceading ard to'be
represented in the proceeding by counsel of its own choige all at Grantor's expense, and Grantor-will: deliver or
cause to be delivered to Lender such instruments and documentation as may be requested by Lender from time'to
time to permit such participation. B :

Application of Net Proceeds. If all or any part of the Property is condemned by eminent domain proceedmgs or, by__..
any proceeding or purchase in lieu of condemnation, Lender may at its election require that all or any partion of the' -
net proceeds of the award be applied to the Indabtedness or the repair or restaration of the Property. The het
proceeds of the award shall mean the award after payment of all reasonable costs, expenses, and attornays feas"
incurred by Trustee or Lender in connection with the condemnation.

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES. The following provisions relanng__,--""
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 addltlon to
this Deed of Trust and take whatever other action is requested by Lender to perfect and continue Lender's lien on .-
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' ghé"_ﬁéal Property. Grantor shall reimburse Lender for all taxes, as described below, together with all expenses
~incarred in recording, perfecting or continuing this Deed of Trust, including without limitation all taxes, fees,
) documsntary stamps, and other charges for recording or registering this Deed of Trust.

Taxes. The following shall constitute taxes to which this section applies: {1} a specific tax upon this type of
‘Deéd of Trust or wpon all or any part of the Indebtedness secured by this Deed of Trust; {2} a specific tax on
:Grantor which Grantor is authorized or required to deduct from payments on the Indebtedness secured 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 Credit

greement “and"-(4) a specific tax on all or any portion of the Indebtedness or on payments of pringipal and
interest made by Grantor.

Subsequent Taxes “If any tax to which this section applies is enacted subsequent to the date of this Deed of
Trust, this event shall- have the same effect as an Event of Default, and Lender may exercise any or all of its
available femedies for an Event of Default as provided below unless Gramtor either (1) pays the tax before it
becomes delingiient, .or (2} contests the tax as provided above in the Taxes and Liens section and deposits with
Lender cash or a sufflcuent ‘corporate surety bond or other security satisfactory to Lender,

SECURITY AGREEMENT FINANCING STATEMENTS. The fellowing provisions relating to this Deed of Trust as a
security agreement. are a part of thrs Deed of Trust:

Security Agreement. Thns_--mstrument shall constitute a Security Agreement to the extent any of the Property
constitutes fixtures, and .Lender shall have all of the rights of a secured party under the Uniferm Commercial Code
as amended from tame to tlme

Security Interest. Upon request “by- Lender, Grantor shall take whatever action is requested by Lender to perfect
and continue Lender's security interest in the Personal Property. In addition to recording this Deed of Trust in the
real property records, Lender may, at any time and without further authorization from Grantor, file executed
counterparts, copies or reproductlons ‘of this Deed of Trust as a finanging statement. Grantor shall reimburse
Lender for all expenses incurred. in periﬂctlng or continuing this security interest. Upon default, Grantor shall not
remove, sever or detach the Fersanal Property from the Property. Upon default, Grantor shall assemble any
Personal Property not affixed to thé Property in @ manner and at a place reascnably convenient to Grantor and
Lender and make it available to Lendér wlthtn three {3} days after receipt of written demand from Lender to the
extent permitted by applicable Iaw

Addresses. The mailing addressés of Grantar {debtar} and Lender {secured party) from which information
concerning the security interest granted by this Deed of Trust may be obiained (each as required by the Uniform
Cemmercial Code} are as stated on the first page of this Deed of Trust.

FURTHER ASSURANCES; ATTORNEY-IN- FA_ELC_T. The following provisions relating to further assurances and
atiorney-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 made, executed or delivered, to Lender or to Lender's designee, and when requested by
Lender, cause to be filed, recorded, refiled, or rerecorded as the case may be, at such times and in such offices
and places as Lender may deem appropriate, anv and all such raortgages, deeds of trust, security deeds, security
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 10 effectuate, complete,
perfect, continue, or praserve {1} Grantor's abligations under the Credit Agreement, this Deed of Trust, and the
Refated Documents, and {2} the liens and security interests crdated by this Deed of Trust on the Property,
whether now owned or hereafter acquired by Grantor. “Unless prohibited by law or Lender agrees to the contraty in
wrlt!ng, Grantor shall reimburse Lender for all costs and: expenses mcurred in connection with the matters referred
to in this paragraph.

Attorney-in-Fact. If Grantor fails to do any of the things referred to in the preced'.ng paragraph, Lender may do so
for and in the name of Grantor and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints
Lender as Grantor's attorney-in-fact for the purpose of making, executmg, delivering, filing, recording, and doing all
other things as may be necessary or desirable, in Lender's sole oplnlon, to accomp!lsh the matters referred to in
the preceding paragraph, s

FULL PERFORMANCE. M Grantor pays all the Indebtedness when due, termmates the credlt line account, and otherwise
performs all the obligations imposed upon Grantor under this Deed of Trust, Léndér shallexecute and deliver to Trustee
a request for full reconveyance and shall execute and deliver to Grantor suifable 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 grantee’in.. any reconveyance may be
described as the "person or persons legally entitled thereto®, and the recitals.in the reccmvevance of any matters or
facts shall be conclusive proof of the truthfulness of any such matters or facts. .

EVENTS OF DEFAULT. Grantor will be in default under this Deed of Trust if any of the followmg happen: (A} Grantor
commits fraud or makes a materiai misrepresentation at any time in connection with the Credit Adreement. This can
include, for example, a false statement about Grantor's income, assets, liabilities, or any. othar aspécts aof Grantor's
financial condition. (B} Grantor does not meet the repayment terms of the Credit Agreement {C)+"Grantor's action or
inaction adversely affects the collateral or Lender's rights in the collateral. This can include, for £xample, failure to
maintain required insurance, waste or destructive use of the dwelling, failure to pay taxes, death of:all:persons liable on
the account, transfer of title or sale of the dwelling, creation of a senior lien on the-dwilling withott Lender's
permission, foreclosure by the holder of another lien, or the use of funds or the dwelling far préhibite'd"ﬁ'urpo'ses

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under this Deed of Trust Atk any t|me thereafter,
Trustee or Lender may exercise any gne or mere of the following rights and remedies: A ; .

Election ot Remedies. All of Lender's rights and remedies will be cumulative and may b'e é‘kercisied éion‘e or
together. An election by Lender to choose any one remedy will not bar Lender from using any gther-remedy. ™ If
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 defautt and 10 exermse-ﬂ.
Lender's remedies. & 3

Accelerate Indebtedness. Lender shall have the right at its option to declare the entire Indebtedness: i_mmedia_mw
due and payable. EE A

Foraclosure. With respect to all or any part of the Real Property, the Trustee shall have the right to exefcise its - .
power of sale and to fereclose by notice and sale, and Lender shall have the right to forecipse by Judlmal r
foreclosure, in either case in accordance with and to 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 nghts and
remedies of a secured party under the Uniform Commercial Code,
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K 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 unpaid, and apply the net proceeds, over and
" above.kender's costs, against the Indebtedness. In furtherance of this right, Lander may require any tenant or
~‘other user _of.the Property to make payments of rent or use fees directly to Lender. If the Rents are collected by
Lender, then Grantor irrevocably designates Lender as Grantar's attarney-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 ito Lender in response to Lender's demand shall satisfy the obligations 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 a receiver.

Appoint Receiver: ‘Lender shall have the right ta 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 operate the Property preceding or pending
fareclosyire. or safe, arid’to collect the Rents from the Property and apply the proceeds, over and abave the cost of
the receivership,. against'the Indebtedness. The receiver may serve without bond if permitted by law. Lender's
right to the appointment ot a receiver shall exist whether or not the apparent value of the Property exceeds the
Indebtedness by a. substanttal amount. Employment by Lender shall not disqualify a person from serving as a
receiver. o

Tenancy at Sufferance l_f Grar'\tor remaing in possession of the Property after the Property is sold as provided
above or Lender otherwite hecories entitled to possession of the Property upon default of Grantor, Grantor shall
become a tenant at sufferance of Lender or the purchaser of the Property and shall, at Lender's option, either {1}
pay a reasonable rental for the use- of the Property, or (2} vacate the Property immediately upon the demand of
Lender. LA

Other Remaedies. Trus‘tee ar LEnder sHaII have any other right or remedy provided in this Deed of Trust or the
Credit Agreement or avallable at law or in equity.

Notice of Sale, Lender shaII give Grantor reasonable notice of the time and place of any pubiic sale of the Personal
Property or of the time after. whith any ptivate sale or other intended disposition of the Personal Property is to be
made. Aeasonable notice shall.mean niotice given at least ten (10) days before the time of the sale or disposition.
Any sale of the Personal Property mdy be made in conjunction with any sale of the Real Property.

Sale of the Property. To the extént-permitted by applicable law, Grantor hereby waives any and all rights to have
the Property marshalled. In exercising-ifs right§‘ and remedies, the Trustee or Lender shall be free to sell all or any
part of the Property together or separately, in-oné sale or by separate sales. Lender shall be entitled to bid at any
public sale on all or any partion of the Property

Attorneys' Fees; Expensas. [f Lender mstltutes anv sunt or action to enforce any of the terms of this Deed of
Trust, Lender shall be entitled to recover such sum gs the court may adjudge reasonable as attorneys' fees at trial
and upon any appeal. Whether or not any court action is involved, and to the extent not prohibited by law, all
reasonable expenses Lender incurs that in Lendeér'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 Credit Agreement rate from the date of the expenditure until repaid. Expenses covered by this
paragraph include, without limitation, however subject to any limits under applicable law, Lender's attorneys' fees
and Lender's legal expenses, whether or not there is a lawsuit, including attorneys' fees and expenses for
bankruptcy proceedings {including efforts to modify or vacate any dutomatic stay or injunction), appeals, and any
anticipated post-judgment collection services, the cost of .searching records, obtaining title reports {inciuding
foreclosure reports), surveyors' reports, and appraisal fees; title insUrénce, and fees for the Trustee, to the extent
permitted by applicable law. Grantor aiso will pay any court costs, rn .addition to all other sums provided by law.

Rights of Trustes. Trustse shall have all of the rights and dutues of Lender as set forth in this section,

POWERS AND OBLIGATIONS OF TRUSTEE. The following prcws:ons relatmg 0o the powers and obligations of Trustee
{purguant 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 af Iaw Trustee shall have the power to
take the following actions with respect to the Property upon the written request of Lender and Grantor: ({a} join in
preparing and filing a map or plat of the Real Property, including.the..dédication.of streets or other rights to the
public; {b) join in granting any easement or creating any restriction on-the’ Real Property; and (¢) join in any
subordination or other agreement atfecting this Deed of Trust or the mterest of Lender under this Deed of Trust.

Obligations to Notify. Trustes shall not be obligated to notify any other party of a pendlng sale under any other
trust deed or Yien, or of any action or proceeding in which Grantor, Lenider, or Trustee shall be a party, unless
required by applicable law, or unless the action or proceeding is brought by, Trustea

Trustos. Trustee shall meet all qualifications required for Trustee under appllcable Iaw 1n addition to the rights
and remedies set farth 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 1ud|c:|a| foreclosure in either case in
accordance with and to the full extent provided by applicable law.

Successor Trustee. Lender, at Lender’'s option, may from time to time appoint a s’uc"cessbr Truste'e' 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 instrument shall contain; in”addition to all
other matters required by state law, the names of the original Lender, Trustee, and Grantot, thd book and page or
the Auditor's File Number where this Dead 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 mterest The
successor trustee, without conveyance of the Property, shall succeed to all the title, power, and ‘duties” canferred
upoh the Trustee in this Deed of Trust and by applicable law. This procedure for substltutlon ‘of : Trustee shall
govern to the exclusion of all other provisions for substitution. y :

NOTICES. Subject to appllcable law, and except for notice required or allowed by law to be glven |n another manner,
any notice required to be given under this Deed of Trust, including without limitation any notice of:-default.and any
notice of sale shall be given in writing, and shall be effective when actually deliversd, when actually”, recewed by -
teletacsimile {unless otherwise required by law), when deposited with a nationally recognized overnight*courier; or, if
mailed, when deposited in the United States mail, as first ¢lass, certified or registered mail postage prepaid, directed t
the addresses shown naar the beginning of this Deed of Trust. All copies of notices of foreclosure from the halder-of .
any ilen which has priority aver this Deed of Trust shall be sent to Lender's address, as shown near the begrnmng af.;
this Deed of Trust. Any persen may change his or her address for notices under this Deed of Trust by giving formal’ .=
written notice to the 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 st gll times of Grantor's current address, -~
Subject to applicable law, and except for notice required or allowed by law to be given in anather manner, it therg is
more than ona Grantor, any notice given by Lender to any Grantor is deemead to be notice given to all Grantors. It will
be Grantor's responsibility to tell the others of the notice from Lender.
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' MISCELLANEOUS PROVISIONS. The following miscellaneous provisions are a part of this Deed of Trust:

Amendmonts What is written in this Deed of Trust and in the Related Documents is Grantor's entire agreement
“with Lender, concerning the matters covered by this Deed of Trust. To be effective, any change or amendment to
this Deed-of Trust must be in writing and rnust be signed by whoever will be bound or obligated by the change or
;,amendment

:f'_Cgptlon H_eadlngs. Caption headings in this Deed of Trust are for convenience purposes only and are not to be
used to jriterpret.or define the provisions of this Deed of Trust.

Mergér There shéll 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 Thls Dsed of Trust will be governed by federal law applicable to Lender and, to the extent not
preempted by federal: law, the laws of the State of Washington without regard to its conflicts of law provisions.
This Deed of Trust hias: baun acceptad by Lender in the State of Washington.

Joint and Several Luablllty AII obligations of Grantor under this Deed of Trust shall be joint and several, and all
references to'Grantor shali” mean each and every Grantor. This means that each Grantor signing below is
responsible for all obllgattons in'this Deed of Trust,

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 wrmng:" JThe fact that Lender delays or omits to exercise any right will not mean that
Lender has given up:that nght Lénder does agree in writing to give up cne of Lender's rights, that does not
mean Grantor will not have to complv with the other provisions of this Deed of Trust. Grantor also understands
that if Lender does consent/to a raguest, that does not mean that Grantor will not have to get Lender's consent
again if the situation happéns again, :Grantor further understands that just because Lender consents to one or
more of Grantor's requests; that dods rnot mean Lender will be required to consent to any of Grantor's future
requests. Grantor waives presentment, demand for payment, protast, and notice of dishonor.

Severability. If a court finds that any.provision of this Deed of Trust is not valid or should not be enforced, that
fact by itself will not mean that the rest of this-Deed of Trust will ngt be valid or enforced. Therefore, a court will
enforce the rest of the provisions of this Deéd Q‘i Trust even if a provision of this Deed of Trust may be found to be
invalid or unenforceable. - ;

Successors and Assigns. Subject tb 'ahy'limitaﬁons stated in this Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shall be binding upon-and:nure idthe benefit of the parties, their successors and assigns. If
ownership of the Property becomes vested in a person-other than Grantor, Lender, without notice to Grantar, 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 obhgatlons of this Deed of Trust or liability under the Indebtedness.

Time is of the Essence. Time is of the essence. |n the performance of this Deed of Trust.

Waiver of Homestead Exemption. Grantor hereb_y releases and waives all rights and benefits of the homestead
exemption laws of the State of Washington as to gll indebtedness secured by this Deed of Trust:

DEFINITIONS. The following words shall have the follownng meamngs when used in this Deed of Trust:
Beneficiary. The ward "Beneficiary” means Skagit State Bank and lts successors and assigns.

Borrower. The word "Borrower" means JAMES A KALUO and DEBORAH K KALLIO and includes all co-signers
and co-makers signing the Credit Agreement and all thelr__sugc_:essqgs and assigns.

Credit Agreement. The words "Credit Agreement” mean-the credit agreement dated December 26, 2008, with
cradit limit of $50,000.00 from Grantor to Lender, togethei. with all remewals of, extensions of,
madifications of, refinancings of, consolidatioans of, and substntutlons for:the promissory note or agreement.
NOTICE TO GRANTOR: THE CREDIT AGREEMENT CONTAINS A VARIABLE INTEREST RATE.

Desd of Trust. The words "Deed of Trust® mean this Deed of Trust among Grantor, Lender, and Trustee, and
includes without limitation all assignment and security interest prowsaons relatmg to the Personal Property and
Rents.

Environmental Laws. The words "Environmental Laws™ mean any ar“id_:éll stat_g,’:_ federal and local statutes,
regulations and ordinances relating to the protection 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. 99-499 ("SARA"}, the Hazardous Materials Transportation Act, 49 U.5.C. Saction’ 1801 et seq., the Resource
Conservation and Recovery Act, 42 U.S.C, Section 6901, et seq., or other appllcable 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 |n thrs Deed of Trust in
the events of default section of this Deed of Trust. R

Existing Indebtedness. The words "Existing Indebtedness” mean the mdebtedness descrlbed |n the Existing Liens
provisian of this Deed of Trust. I

Grantor. The word "Grantor” means JAMES A KALLIO and DEBORAH K KALLIO.

Hazardous Substances. The words "Hazardous Substances” mean materials that, because of thenr quantity,
concentration or physical, chemical or infectious characteristics, may cause of pose a presentol-potential:hazard
to human health or the environment when improperly used, treated, stored, disposed of, generated; mapufactured,
transported or otherwise handled. The words "Hazardous Substances” are used in their very. broadest sense:and
include without limitation any and all hazardous or toxic substances, materials or waste as defined by. or listed
under the Environmental Laws. The term "Hazardous Substances" also includes, without Iimitatiah,‘.pétrgI'é.um"'a___n'd
petroleum by-products or any fraction therecf and asbestos. — .

Improvements., The word "Improvements” means all existing and future improvements, bundlngs,.structures
mobile homes afflxed on the Real Property, facilities, additions, replacements and other constructmn cm the"‘RaaI
Property. . !

Indebtadness. The word "Indebtedness” means all principal, interest, and other amounts, costs and Bxbenseé
payable under the Credit Agreement or Related Documents, together with all renewals of, extensions: of;
modifications of, consolidations of and substitutions for the Credit Agreement 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 obligations under this Deed of Trust, together with interest on such amounts as

provided in this Deed of Trust.
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I.en'd'er The word "lLender” means Skagit State Bank, itz successors and assigns. The words "successors or
¢ /-8ssigns” mean any person ar company that acquires any interest in the Credit Agreement.

~Persona| Property The words "Personal Property” mean all equipment, fixtures, and other articles of personal
" properfy new: 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 premiums) from any sale or other disposition of the Property.

Property The wnrd "Property" means collsctively the Real Property and the Personal Property.

Real Propefty The words "Real Property" mean the real property, interests and rights, as further described in this
Deed of Trust E

Related Documents The words "Related Documents” mean all promissory notes, credit agreements, loan
agreements, envifonmeéntal agreements, guaranties, security agreements, mortgages, deeds of trust, security
deeds, collateral mpftgages; and all other instruments, agreements and documents, whather now or hereafter
existing, executed-in connection with the Indebtedness.

Rents, The word’ "Rents means all prasent and future rents, revenues, income, issues, royalties, profits, and
other benefits dérived from the’ Propartv

Trustes. The word "Trustee ‘means Land Title Company of Skagit County, whose mailing address is P O Box
445, Burlington, WA 98233 and iy, substrtute ar successor trustees.

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

GRANTOR:

:.j "E' M LR
DEBORAH K KALLIO

INDIVIDUAL ACKNOWLEDGMENT

STATE OF \p(ulfu\u&'v‘— . |
COUNTY OF Ske |

On this day before me, the undersigned Notary Public, personally appearad JAMES A KALLIO and DEBORAH K KALLIO,
personally knawn to me or proved t0 me on the basis of satisfactory ewdence to be the individuals described in and
who executed the Deed of Trust, and acknowladged that they sngned the Dead of Trust as their free and voluntary act

and deed, for the uses and purposes therein mentioned. ‘C Pl

Given undar my hand and official seal this 9{: e dgy_of i , 20 a?/
B\Y_;g—u\ % \ B’L Remdlng at- gﬁ‘e*v Ujl/bl\.p\ LN
Notary Public in and for the State of Mv commlssmn expnrss I7- A LovY

REQUEST FOR FULL RECONVEYANCE

To: , Trustea

The undersigned is the legal owner and holder of all indebtedness secured by this Deed of. 'I:rus‘f' ¥ou are hereby
requested, upon payment of all sums owing 10 you, t0 reconvey without warranty, to the persons entltled thereto, the
right, title and interest now held by you under the Deed of Trust. £ !

Date: Beneficiary:
By:
Its:

LASER PRO Lending, Ver. 5.42.00.004 Copr. Harland Financial Salutions, Inc. 1997, 2008. Al thhts Flesarved -
WA MACFINLPLAGO1.FC TR-17251 PR-30 S
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