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DEED OF TRUST

DATE: June 30, 2009

Reference # (if apphcable) 133960 P Additional on page
Grantor(s): -

1. GERRITS, LYLE W

2. CLOUGH, DEBORAH' LJ_

Grantee(s)
1. Skagit State Bank : '
2. Land Title Company of Skaglt County, Trustee

Legal Description: Lots 1-3, Blk 7, Vernon Helghts 2nd Add. To Mt. Vernon
Additional on page 2

Assessor's Tax Parcel ID#: 3764-007-00350002 {85'2'1'_(5'07)

THIS DEED OF TRUST is dated June 30, 2009, among" LYLE W GERRITS, a single man whose
address is 328 N 7TH ST, MOUNT VERNON, WA 98273-3321 and DEBORAH L CLOUGH, a
single woman, whose address is 328 N 7TH ST, MOUNT. VERNON, WA 98273-3321, each as
their separate property {"Grantor™); Skagit State Bank, whose mailing address is Main Office,
301 E. Fairhaven Ave, P O Box 285, Burlington, WA 4 98233 Areferred to below sometimes as
"Lender” and sometimes as "Beneficiary”); and Land Tltle Company of Skagit County, whose
mailing address is P O Box 445, Burlington, WA 98233 {referred to below as "Trustee”).
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DEED OF TRUST
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CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustes in trust with power of sale, right
of antrv and possassmn and for the benefit of Lender as Bensficiary, all of Grantor's right, title, and interest in and to
the followiig “described real property, together with all existing or subsequently erected or affixed buildings,
improvernents and:fixtures; all easements, rights of way, and appurtenances; all water, water rights and ditch rights
{including stock jn wtilities with ditch or irrigation rights); and all other rights, royalties, and profits relating to the real
propérty, including’ without limitation all minerals, oil, gas, geothermal and similar matters, {the "Real Property")}

Iocated in Skagut County, State of Washington:

Lots 1, 2 and 3 Block 7, "VERNON HEIGHTS SECOND ADDITION TO MT. VERNON,
WASH:.," -as - per plat recorded in Volume 3 of Plats, page 62, records of Skagit County,
Washlngton

Situate in the C|ty of. Mount Vernon, County of Skagit, State of Washington.

The Real Proparty or lts address is commonly known as 328 North 7th Street, Mount Vernon,
WA 98273. The Real Property tax identification number is 3764-007-003-0002 {P54607).

Grantor hereby assigns as securlty to Lender, all of Grantor's right, title, and interest in and to all leases, Rents, and
profits of the Property. This asmgnment is recorded in accordance with RCW 65.08.070; the lien created by this
assignment is intended tobe Speadific, perfécted and choate upon the recording of this Deed of Trust. Lender grants to
Grantor a license to collect thé Rents and: profits, which license may be revoked at Lender's option and shall be
automatically revoked upon acceleratlon 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 (8} PERFORMANCE OF
ANY AND ALL OBLIGATIONS UNDER THIS DEED OF TRUST. THIS DEED OF TRUST IS GIVEN AND ACCEPTED ON
THE FOLLOWING TERMS:

GRANTOR'S REPRESENTATIONS AND WAHFIANTIES Grantor warrants that: (al this Deed of Trust is exacuted at
Borrower's request and not at the request-of Lendef; . #b) Grantor has the full power, right, and autharity to enter into
this Deed of Trust and to hypothecate the Property; (c) the provisions of this Deed of Trust do not conflict with, or
result in a default under any agreement or other:ifistrument binding upon Grantor and do not result in a violation of any
law, regulation, court decree or order applicable to’ Grantaré (d) Grantor has established adequate means of obtaining
from Borrower on a continuing basis information about Bofrower's financial condition; and {e} Lender has made no
rapresentation to Grantor about Borrower (including without limitation the creditworthiness of Borrower).

GRANTOR'S WAIVERS. Grantor waives all rights‘or defenses arising by reason of any "one action" or "anti-deficiency”
law, or any other law which may prevent Lender-from bringing any action against Grantor, including a claim for
deficlency to the extent Lender is otherwise entitleéd to a claim for deficiency, before or after Lender's commencement
or completion of any foreclosure action, either |ud|cml|y or by exermse of a power of sale.

PAYMENT AND PERFORMANCE. Except as otherwise provided i thJs :Deed of Trust, Borrower shall pay to Lender all
Indebtedness secured by this Dead of Trust as it becomes dug,”’ angl ‘Borrower and Grantor shall perform all their
respactive obligations under the Note, this Deed of Trust, and the'Related Pocuments.

POSSESSION AND MAINTENANCE OF THE PROPERTY. B.oﬁrower and '_Grantor agree that Borrower's and Grantor’s
possession and use of the Property shall be governed by the follbwing provisionS'

Possession and Use. Until the occurrence of an Event of- Default Grantor may (1) remain in possession and
control of the Property; {2} use, operate or manage the Property;. and “{3F collect the Rents from the Property
{this privilege is a license from Lender to Grantor automatically revoked upon default). The following provisions
relate to the use of the Property or to other limitatiocns on the Proparty The Real Property is not used principally
for agricultural purposes. .

Duty to Maintain. Grantor shall maintain the Property in tenantable condltlon and promptiy perform ail repairs,
replacements, and maintenance necessary to preserve its value. :

Compliance With Environmental Laws. Grantor represents and warrants fo__l‘_ender thﬁ_t: {1} During the period of
Grantor's ownership of the Property, there has been no use, generation, manufacture, sterage, treatment, disposal,
release or threatened release of any Hazardous Substance by any person on, under, about or from the Property;
{2} Grantor has no knowledge of, or reason to believe that there has been, except as ﬁrevnousw disclosed to and
acknowledged by Lender in writing, (a) any breach or violation of any. Environmental Laws, (b} any 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- (c) any actual or
threatened itigation 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, (a) neither Grantor nor any ‘tenant, .contractor, agent or other
authorized user of the Property shall use, generate, manufacture, store, treat, dispose of or reledse'any Hazardous
Substance on, under, about or from the Property; and (bl any such activity shall be'eonducted 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 upon the’ Property to..make such
inspections and tests, at Grantor's expense, as Lender may deem appropriate to determine comphance of the
Property with this section of the Deed of Trust. Any inspections or tests made by Lender shall.bg" for Lender's
purposes only and shall not be construed to create any responsibility or liability on the part of. Lendér to Grahtor or
to any other person. The representations and warranties contained herein are based on Grantgr's due diligenge in
investigating the Property for Hazardous Substances. Grantor hereby (1) releases and waives-any faturé 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 clalms, losses,
liabilities, damages, penalties, and expenses which Lender may directly or indirectly sustain or suffer msultfng from ;.
a breach of this section of the Deed of Trust or as a consequence of any use, generation, manufacture, storage, *
disposal, release or threatened release occurring prior to Grantor's pwnership 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 Deed of: Trust
including the obligation to indemnify and defend, shall survive the payment of the Indebtedness and the satisfaction:
and reconvaeyance of the lien of this Deed of Trust and shall not be affected by Lender's acquisition of any. mterest L
in the Praperty, whether by foreclosure or otherwise. s

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance nor cammit, permit, or suffer ar'_a_y-"'
stripping 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 remove, any timber, minerals {including
oil and gas}, coal, clay, scoria, soil, gravel or rock products without Lender's prior written consent.
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: '_ﬁdﬁnp\?al of Improvements. Grantor shall not demelish or remove any Improvements from the Real Property

<~“without Lender's prior written consent. As a condition to the removal of any Improvements, Lender may require

_.Granto? to make arrangements satisfactory to Lender to replace such Improvements with Improvements of at least
equal-value!

“Lender’s Ft'igh_t to Enter. Lender and Lender's agents and representatives may enter upen the Real Property at ali
;reasonable times to attend to Lender's interests and 1o Inspect the Real Property for purposes of Grantor's
compliange with the terms and conditions of this Deed of Trust.

Co___m'pliancé with :Governmental Requirements. Grantor shall promptly comply, and shall pramptly cause
coriplignce, by .fl_agents, tenants or other persons or entities of every nature whatsoever who rent, lease or
otherwisg use or crc_:c":upv the Property in any manner, with all laws, ordinances, and regulations, now or hergafter
in effect, of all-governmental authorities applicable to the use or occupancy of the Property, including without
limitatién; the ‘Americans With Disabilities Act. Grantor may contest in good faith any such law, ordinance, or
regulation and withhold compliance during any proceeding, including appropriate appeals, so long as Grantor has
notified Lender in.Writing ‘pricr to doing so and so long as, in Lender's sole opinion, Lender's interests in the
Property are no_t"je_qpa_rdii'e;d;_ Lender may require Grantor to post adequate security or a surety bend, reasonably
satisfactory to'Lender, 1o protect Lender's interest,

Duty to Protect. Grantor ag.r'éés neither to abandon or leave unattended the Property. Grantor shall do all other
acts, in addition to those acts.get forth above in this section, which from the character and use of the Property are
reasonably necessary (o protect and preserve the Property.

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lender’s option, (A} declare immediately due and payable all
sums secured by this Deed of Trist or (B) increase the interest rate provided for in the Note or other document
evidencing the Indebtedness and’impose such other conditions as Lender deems appropriate, upon the sale or transfer,
without Lender's prior written: consent, of all or any part of the Real Property, or any interest in the Real Property. A
"sale or transfer’ means the conveyance of Real Property or any right, title or interest in the Real Property; whether
legal, beneficial or equitable; whethér:yoluntary.-or involuntary; whether by outright sale, deed, installment sale contract,
land contract, contract for deed, laasehold intérest with a term greater than three (3} years, lease-option contract, or by
sale, assignment, or transfer of any benafigial interest in or to any land trust holding title 10 the Real Property, or by any
other method of conveyance of an ifterést in the-Real Property. If any Grantor is a corporation, partnership or limited
liability company, transfer also includes any-change in'ownership of more than twenty-five percent (25%) of the voting
stock, partnership interests or limited [fability:company interests, as the case may be, of such Grantor. However, this
option shall not be exercised by Lender if Such exercise is prohibited by federal law or by Washington law.

TAXES AND LIENS. The following provisions: rei’éting 1o .t:"he taxes and liens on the Property are part of this Deed of
Trust: E R

Payment. Grantor shall pay when due {arnd in“all.évents prior to delinquency) all taxes, special taxes, assessments,
charges (including water and sewer), fines-and-impositions levied against or on account of the Praperty, and shall
pay when due all claims for work done ¢n or far services rendered or material furnished to the Praperty. Grantor
shall maintain the Praperty free of all fiens having, priority over or equal to the interest of Lender under this Deed of
Trust, except for the lien of taxes and assessments not duesand except as otherwise provided in this Deed of
Teust, : :

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 filed as a result of nonpayment, Grantor shall within<fifteen {¥5) days after the lien arises or, if a lien is filed,
within fifteen (15} days after Grantor has notice of tha, filing, sécure the discharge of the lien, or if requested by
Lender, deposit with Lender cash or a sufficient corporate surety. Bond.or.other security satisfactory to Lender in an
amount sufficient to discharge the lien plus any costs and “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
abligee under any surety bond furnished in the contest proceedings. s

Evidence of Payment. Grantor shall upon demand furnish to Le'hq"er satié'qu:torv evidence of payment of the taxes
or assessments and shall authorize the appropriate governmental official.to deliVeér-to Lender at any time a written
statement of the taxes and assessments against the Property. e i ey

Notice of Construction. Grantor shall notify Lender at least fifteen (15) days before any work is commenced, any
services are furnished, or any materials are supplied to the Praperty, if any mechanic’s lien, materialmen’s lien, or
other lien could be asserted on account of the work, services, or materials. Grantor will upon request of Lender
furnish to Lender advance assurances satisfactory to Lender that Grantor-c¢an and will pay the cost of such
improvements. Tt

PROPERTY DAMAGE INSURANCE. The following provisions relating to insuring the F"ropé'}ty are_a.part of this Deed of
Trust. P S

Maintenance of Insurance. Grantor shall procure and maintain policies of fire insurance with standard extended
coverage endorsements on a fair value basis for the full insurable value coverihg ‘all Improvéments on the Real
Property in an amount sufficient to avoid application of any coinsurance clause, and with a standard mortgagee
clause in favar of Lender. Grantar shall also procure and maintain comprehensive general liability:insurance in such
coverage amounts as Lender may request with Trustee and Lender being named asadditional insureds in such
liability insurance policies. Additionally, Grantor shall maintain such other insurance, inciudirig: But pot:limited to
hazard, business interruption, and boiler insurance, as Lender may reasonably require. Pelicies shall be written in
form, amounts, coverages and basis reasonably acceptable to Lender and issued by a company-or companies
reasonably acceptable to Lender. Grantor, upon request of Lender, will deliver to Lender frém.iime, fo time the
policies or certificates of insurance in form satisfactory to Lender, including stipulations that coverages will'ndt be
cancelled or diminished without at least thirty {30} days prior written notice to Lender. Each insurance policy, glso
shall include an endorsement providing that coverage in favor of Lender will not be impaired in any way by any-act,
omission or default of Grantor or any other person. Should the Real Property be located in an area designated by.
the Director of the Federal Emergency Management Agency as a special flood hazard area, Grantor agreegto
obtain and maintain Federal Flood Insurance, it available, within 45 days after notice is given by Lender that thie:
Property is located in a special flood hazard area, for the full unpaid principal balance of the loan and any prior liens

on the property securing the loan, up to the maximum policy limits set under the National Flood Insurance Ero‘grﬁm’;

or as otherwise required by Lender, and to maintain such insurance for the term of the loan.

Application of Proceeds. 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, Grantar shall repair or.:

Lo
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¢ /replagé the damaged or destroyed Improvements in a manner satisfactory to Lender. Lender shall, upon
: /-satisfactory praof of such expend:ture, pay or reimburse Grantor from the proceeds for the reasonable cost of
repair-of “restaration if Grantar is not in default under this Deed of Trust. Any proceeds which have not been
< dishursed within 180 days after their receipt and which Lender has not committed to the repair or restoration of
the Property shall be used first to pay any amount owing to Lender under this Deed of 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 Indebtedness, such proceeds shall be paid without interest to Grantor as
Grantor's:interests may appear.

Gr"an_tpr'__s Repoit onlnsurance. Upon request of Lender, however not more than ance a year, Grantor shalt furnish
to Lender a-repbrt.on each existing policy of insurance showing: (1) the name of the insurer; (2) the risks
insured; ['3) the amount of the policy; (4} the property insured, the then current replacement value of such
property, and the manner of determining that value; and (5) the expiration date of the policy. Grantor shall, upon
request of Lender, have an mdependent appraiser satisfactory to Lender determine the cash value replacement cost
of the Property. .

LENDER'S EXPENDITURE.Si._ If 'any_ action or proceeding is commenced that would materially affect Lender's interest in
the Property or if Grantor fails to.comply with any provision of this Deed of Trust or any Related Documents, including
but not limited to Grantor's. failure to. discharge or pay when due any amounts Grantor is required to discharge or pay
under this Deed of Trust or any Rélated Documents, Lender on Grantor's behalf may (but shall not be obligated to) take
any action that Lender deems.‘appropriate, including but not limited to discharging or paying all taxes, liens, security
interests, encumbrances ang: ‘other claims, at any time levied or placed on the Property and paying all costs for insuring,
maintaining and preserving the Property.. ‘All such expenditures 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. Al 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 &f the Note and be apportioned among and be payable with any instailment
payments to become due during either (1) theterm of any applicable insurance policy; or {2} the remaining term of
the Note; or {C) be treated as a ballépn payment which will be due and payable at the Note's maturity. The Deed of
Trust also will secure payment of ‘these amou’nts. Such right shall be in addition to all other rights and remedies to
which Lender may be entitled upon Defau!t

WARRANTY; DEFENSE OF TITLE. The foilowmg prowsmns relating to ownership of the Property are a part of this Deed
of Trust:

Title. Grantor warrants that: {a) Gr'ahtdr'hq-ids."’good and marketable title of record to the Property in fee simple,
free and clear of all liens and encumbrances other thdn those set forth in the Real Property description or in any
titie insurance policy, title report, or final-title opinion issued in favor of, and accepted by, Lender in connectian
with this Deed of Trust, and {b) Grantor has the fu!l right, power, and authority to execute and detiver this Deed of
Trust to Lender.

Defense of Title. Subject to the exception 'in t{le paragraph above, Grantor warrants and will forever defend the
title to the Property against the lawful claims ‘of ‘all persons. In the event any action or proceeding is commenced
that questions Grantor's title or the interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the
action at Grantor's expense. 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- proceadmg by counsel of Lender's own choice, and
Grantor will deliver, or cause to be delivered, to Lender 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 complles with all
existing applicable laws, ordinances, and regulations of gavernmenta! authorltles

Survival of Representations and Warranties. All representatlons. war[a_nt!es, and agreements made by Grantor in
this Deed of Trust shall survive the execution and delivery of this'Deed of Trust, shall be continuing in nature, and
shall remain in full force and effect until such time as Borrower's_f‘Ir\_debtedness;_shall be paid in full.

CONDEMNATION. The following provisions relating to condemnation';__pﬁpceeding”s are a part of this Deed of Trust:

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 dction and obtain the award. Grantor
may be the nominal party in such proceeding, but Lender shall be entitled to partlclpate in the proceeding and to be
represented in the proceeding by counsel of its own choice all at Grantor's expense,. and Grantor will deliver or
cause to be delivered to Lender such instruments and documentation as may be fequested by Lender from time to
time to permit such participation. T

Application of Net Procasds. |f all ar any part of the Property is condemned by emlnent domam proceedings or by
any proceeding or purchase in lieu of condemnation, Lender may at its election fequire that all or any portion of the
net proceeds of the award be applied to the Indebtedness or the repair or restoration of the:Property. The net
proceeds of the award shall mean the award after payment of all reasonable costs, expenses, and attorneys’ fees
incurred by Trustee or Lender in connection with the condemnation.

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES. The follownng prowsmns relating
ta 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 other action is requested by Lender to perfect and. continue Léndef's lien on
the Real Property. Grantor shall reimburse Lender for all taxes, as described below, togethet with-all. ‘Expenses
incurred in recording, perfecting or continuing this Deed of Trust, including without |IITIItatIOf'I aII taxes, foes,
documentary stamps, and other charges for recording ar registering this Deed of Trust. R .

Taxss. The following shall constitute taxes to which this section applies: (1) a specific té‘x.-'i'.ipon 'this't'ypé;:'of
Deed of Trust or upon all or any part of the Indebtedness secured by this Deed of Trust; (2] a‘speuific tax on
Borrower which Borrower is authorized or required to deduct from payments on the Indebtedness setured 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; end (4} a specific tax on all or any portion of the Indebtedness or an payments of principal aﬂd |ntere5t
made by Borrower. . ; :

Subsequent Texes. |f any tax to which this section applies is enacted subsequent to the date of thls Deed of:-f

Trust, this event shall have the same effect as an Event of Default, and Lender may exercise any or-ali’of jis

available remedies for an Event of Default as provided below unless Grantor either (1) pays the tax befare it.” .-
becomes delinquent, or {2} contests the tax as provided above in the Taxes and Liens section and deposits w:th'_-.‘"

Lender cash or a sufficient corporate surety bond or other security satisfactory to Lender.

SECURITY AGREEMENT: FINANCING STATEMENTS. The following provisions relating to this Deed of Trust as &

security agreement are a part of this Deed of Trust:
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'Sacuﬂty Agreement. This instrument 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 Uniform Commercial Code
_as ameérided from time to time.

" Security Timerest. Upon tequest by Lender, Grantor shall take whatever action is requested by Lender 10 perfect
and continue ‘Lender’s security interest in the Rents and 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 financing statement. Grantor shall
reimburse Lender ‘for all expenses incurred in perfecting or continuing this security interest. Upon default, Grantor
shall_nat-temeve, 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 @ place reascnably convenient te Grantor and
Lender and fmake it-available to Lender within three {3) days after receipt of written demand from Lender to the
extent pe_rmltted by appl_gcable law.

Addresses. The mailing. addresses of Grantor (debtor) and Lender (secured party) from which information
congerning the sectrity interest granted by this Deed of Trust may be obtained {each as required by the Uniform
Commercial Code) are.as stated on the first page of this Deed of Trust.

FURTHER ASSUF{ANCES- ATTORNEY IN-FACT, The fcllowing provisions relating to further assurances and
attorney-in-fact are a part of. thls Deed of Trust:

Further Assurances. At anv tlme, and from time to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause tg* be.fnade,;‘executed or delivered, to Lender or to Lender's designee, and when requested by
Lender, cause to be filed, redorded, refiled, or rerecarded, as the case may be, at such times and in such offices
and places as Lender ‘may: ‘deein eppropnate any and all such mortgages, 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 to effectuate, complete,
perfect, continue, or preserve (1) Borrower's and Grantor's abligations under the Note, this Deed of Trust, and
the Related Documents, and {2, the.iens and security interests created by this Deed of Trust as first and prior
liens on the Property, whetherndw owered or hereafter acquired by Grantor. Unless prohibited by law or Lender
agrees to the contrary in writing, . Grantor shall reimburse Lender for all costs and expenses incurred in connection
with the matters referred to in thls paragraph :

Attorney-in-Fact. |f Grantor fails to .do’ eny ofithe thmgs referred to in the preceding paragraph, Lender may do so
for and in the name of Grantor and-at-Granter's expense. For such purposes, Grantor hereby irrevocably appoints
Lender as Grantor's attorney-in-fact for the purpuse of making, executing, delivering, filing, recording, and doing all
other things as may be necessary or desueble, ln Lender s sole opinion, t0 accomplish the matters referred to in
the preceding paragraph.

FULL PERFORMANCE. If Borrower and Grantor pay all the Indebtedness when due, and Grantor otherwise performs all
the obligations imposed upon Grantor under this Deed of Trust, Lender shall execute and deliver to Trustee a request for
full reconveyance and shall execute and deliver t¢"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 graritee in any reconveyance may be described as the "person or
persons legally entitled thereto", and the recitals in the reconveyance of any matters or facts shall be conclusive proof
of the truthfulness of any such matters or facts. - N

EVENTS OF DEFAULT. Each of the following, at Lender’ §: optmn, shaﬂ constltute an Event of Default under this Deed
of Trust:

Payment Default, Borrower fails to make any payment w_he-n due ynde_r the Indebtedness.

Other Defaults. Borrower or Grantor fails to comply withi-orto eérfprm'ﬂny other term, obligation, covenant or
condition contained in this Deed of Trust or in any of the Related Bocuments or to comply with or to perform any
term, obligation, covenant or condition cantained in any other agregment between Lender and Borrower or Grantor.

Compliance Default. Failure to comply with any other term, obllgatlon covenant or condition contained in this
Deed of Trust, the Note or in any of the Related Documents, A

Default on Other Payments. Failure of Grantor within the time requnred by thls Deed of Trust to make any payment
{or 1axes of insurance, or any other payment necessary to prevent filing of Dr A0 eﬂect d|scharge of any lien,

False Statements. Any warranty, representation or statement made or furnlshed f0: Lender by Borrower or Grantor
or on Borrower's or Grantor's behalf under this Deed of Trust or the Related Documents is false or misleading in
any material respect, either now or at the time made or furnished or becomes false or m|sIead|ng at any time
thereafter. . : .

Defactive Collateralization. This Deed of Trust or any of the Related Documents" ee’ases to be in full force and
effect (including failure of any collateral document to create a valid and perfected Security mterest or lien} at any
time and for any reason. .

Death or Insolvency. The dissolutien or termination of Borrower's or Grantor's exustence as a goung business, the
insolvency of Borrower or Grantor, the appeintment of a receiver for any part of Borrgwer's or Grantor's property,
ary assignment for the benefit of creditors, any type of creditor workout, or the commencement o? any proceedlng
under any bankruptcy or insolvency laws by or against Borrower or Grantor. i R

Creditor or Forfeiture Proceedings. Commencement of fareclosure or forfeiture proceedlngs whether bv judicial
proceeding, self-help, repossession or any other method, by any creditor of Borrower or Grantor-“or by any
governmental agency against any property securing the Indebtedness. This includes a gernlshment of ‘any of
Borrower's or Grantor's accounts, including deposit accounts, with Lender. However, this Event of Deiau!t shall
not apply if there is a good faith dispute by Borrower or Grantor as to the validity or reasonabléness of: the:, .clgim
which is the basis of the creditar or forfeiture proceeding and if Borrower or Grantor gives Lender written notice of
the creditor or forfefture proceeding and deposits with Lender monies or a surety bond for the CI'BdltDr or forteiture
proceeding, in an amount determined by Lender, in its sole discretion, as being an adequate reserve, or bond for the'x.__
dispute. :

Breach of Other Agreement. Any breach by Borrower or Grantor under the terms of any other egreemen‘t bet'weehf
Borrower or Grantor and Lender that is not remedied within any grace period provided therein, including’ without
limitation any agreement concerning any indebtedness or other obligation of Borrower or Grantor to Lender,
whether existing now or later. E

Events Affecting Guarantor. Any of the preceding events occurs with respect to any Guarantor of any of fhe”'w
Indebtedness or any Guarantor dies or becomes incompetent, or revokes or disputes the validity of. or lmbillty
under, any Guaranty of the Indebtedness,

Adverse Change. A material adverse change occurs in Borrower's or Grantor's financial condition, or Lender &
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'bell‘é'\re‘s the prospect of payment or performance of the Indebtednass is impaired.

.-:: --"Insac“"t‘l Lender in good faith believes itself insecure.

RIGHTS AND. BEMEDIES ON DEFAULT. If an Event of Default occurs under this Deed of Trust, at any time thersafter,
Truste® of Lender may exercise any one or more of the following rights and remedies:

Eiectlon of Remadles Election by Lender to pursue any remedy shall not exclude pursuit of any other remedy, and
an‘election to’ make expenditures or to take action to perform an obligation of Grantor under this Deed of Trust,
after Grantor's fatlure to pertorm, shall not affect Lender's right to declare a default and exercise its remedies.

Accalerate indebtadnass. Lender shafl have the right at its aption to declare the entire Indebtedness Immediataly
due and pa'y"able, including any prepayment penalty which Borrower would be required to pay.

Foreclosure: With respect to ail or any part of the Real Property, the Trustee shall have the right to exercise its
power of sale and to-foreclose by notice and sale, and Lender shall have the right to foreclose by judicial
foreclosure, in either. £ase in accordance with and to the full extent provided by applicable law.

UCC Remedies. Wlth respect to all or any part of the Personal Property, Lender shali have all the rights and
remedies of a secured party urider the Uniform Commeroial Code.

Coilect Rents. Lender shall .have the right, without notice to Borrower or Grantor to take possession of and
manage the Property and gdllect the Rents, including amounts past due and unpaid, 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 other user of the Propértv 1o make payments of rent or use fees directly to Lender. If the Rents are
collected by Lender,: then Graritor 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 :itehants or’ other users to Lender in response to Lender’'s demand shall satisfy the
abligations for which the payments afe’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 shdlt have the right to have a receiver appointed to take possession of all or any part of
the Property, with the pawer to protect and preserve the Property, to operate the Property preceding or pending
foreclosure or sale, and to collect the Rents froiri:the Property and apply the proceeds, over and above the cost of
the raceivership, against the Indebtedness The receiver may serve without bond if permitted by law, Lender's
right to the appointment of a recaivar shall exist’ whether or not the apparent value of the Property exceeds the
Indebtetiness by a substantial amodirit. Empfovment by Lender shall nat disqualify & persen from setving as a
receiver. 8

Tenancy at Sufferance. [f Grantor remains. ‘in possesalon of the Property after the Property is sold as provided
above or Lender otherwise becomes entitied to-possession of the Property upon default of Borrower or 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.

Other Remedies. Trustee or Lender shall have any “other rlght or remedv provided in this Deed of Trust or the Note
or available at law or in equity.

Notice of Sale. Lender shall give Grantor reasonable noticé of the time and place of any public sale of the Personal
Property or of the time after which any private saie 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 may be made in conjuh;:tion with any sale of the Real Property.

Sale of the Property. To the extent permitted by applicabile Iaw, Borrower and Grantor hereby waives any and all
rights to have the Property marshalled. In exercising its rights and-remédies, the Trustee or Lender shall be free to
sell all ar any part of the Property together or separately, in one sale or by separate sales. Lender shall be entitled
to bid at any public sale on all or any portion of the Property. Cof ;

Attornays' Fees; Expenses. |f Lender institutes any suit or action to e,m‘or:f:e any of the terms of this Deed of
Trust, Lender shall be entitled to recover such sum as the court may adjudgé 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 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 Indebtédness payable on demand and shal! bear
interest at the Note rate from the date of the expenditure until repaid. Exper\ses covered by this paragraph include,
without limitation, however subject to any limits under applicable law, Lender's attorr’s’eyg' fees and Lender's legal
expenses, whether or not there is a lawsuit, including attorneys' fees arid expenses for bankruptcy praceedings
{including efforts to modity or vacate any automatic stay or injunction), appeals, @nd any &nticipated post- judgment
collection services, the cost of searching recards, obtaining title reports (including. foretlosure reports), surveyors'
reports, and appraisal fees, title insurance, and fees for the Trustee, to the extent’ permlttad by applicable law.
Grantor also will pay any court costs, in addition to all other sums provided by law. - A

Rights of Trustee. Trustee shall have all of the rights and duties of Lender as set forth in thls sectuon

POWERS AND OBLIGATIONS OF TRUSTEE. The following provisionsg relating to the powers and obhgatlons of Trustes
{pursuant to Lender's instructions} are part of this Deed of Trust:

Powars of Trustes. in addition to all powers of Trustee arising as a matter of law, Trustee shall have the powaer to
take the following actions with respect to the Property upan the written request of Lender and Grantoi: {a} join in
preparing and filing a map or plat of the Real Property, including the dedication of streets or: other rlghts to the
public; (b) join in granting any easement or creating any restriction on the Real Property; and _{c) joifi in any
subordination or ather agreement affacting this Deed of Trust ar the interest of Lender under thlS Deed of Trust

Qbligations to Notify. Trustee shall not be obllgated to notify any other party of a pending sale under atw other
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 addmon to the nghts. z
and remedies set forth above, with respect to ail or any part of the Property, the Trustee ghall have: the right_ta -
foreclose by notice and sale, and Lender shall have the right to foreclose by judicial foreclosure, in sither case m:.f
accordance with and to the full extent provided by applicable law. A

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 recarder of Skagit County, State of Washingtan. The instrument shall contain, in addition to all othér
matters required by state law, the names of the original Lender, Trustee, and Grantor, the book and page or the
Auditor's File Number where this Deed of Trust is recorded, and the name and address of the successor trustee,
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¢/ ¢ and the instrument shall be executed and acknowledged by Lender or its successors in interest. The successor

i <~ trudtee, without conveyance of the Property, shall succeed to ali the title, power, and duties conferred upon the

_Truste& in this Deed of Trust and by applicable law. This procedure for substitution of Trustee shall govern to the
exclusmn of aII ather provisichs for substitution.

NOTICES Sub}ect to applicable law, and except for notice required or allowed by law to be given in another manner,
any:notice required to be glven 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 delivered, when actually received by
telefacsnmlle ‘{unless-atherwise required by law}, when deposited with a nationally recognized overnight courier, or, if
mailed;-avhen-deposited in the United States mail, as first class, certified or registered mail postage prepaid, directed to
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 priority.over this Deed of Trust shall be sent to Lender's address, as shown near the beginning of
this Deed of Trust Any party may change its address for notices under this Deed of Trust by giving formal written
notice to the other -parties;” specifying that the purpose of the notice is to change the party’'s address. For notice
purposes, Grantor agrees’ to. keep Lender informed at all times of Grantor's current address. Subject to applicable law,
and except for notice; fequired.or. allowed by law to be given in another manner, if there is more than one Grantor, any
notice given by Lender 1o aoy Grantor is deermed to be notice given to all Grantors.,

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

Amendments. This Deed of Trust together with any Related Documents, constitutes the entire understanding and
agreement of the parties as“to the matters set forth in this Deed of Trust. No alteration of or amendment to this
Deed of Trust shall be effective unless given in writing and signed by the party or parties sought to be charged or
bound by the alteration‘or amendirient;,

Annual Reports. If the Property is used for purposes other than Grantor's residence, Grantor shall furnish to
tender, upon request, a certified statement of net operating income received from the Property during Grantor's
previous fiscal year in such-form and detail as Lender shall require. “Net operating income" shall mean ait cash
receipts from the Property less al{ cash expendxtures made in connection with the operation of the Property.

Caption Headings, Caption heedlngs ifi this Deed of Trust are for convenience purposes only and are not to be
used to interpret or define the provrstons of thlS Deed of Trust.

Merger. There shall be no merger of Ahg’ mterest 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. Lok

Governing Law. This Deed of Trust wnll ‘be governad by fedoral law applicable to Lender and. to the extent not
preempted by federal law. the laws of tho ‘State of Washington without regard to its conflicts of law provisions,
This Deed of Trust has been accepted by Landar in‘the State of Washington.

Joint and Several Liability. All obligations: of Borrower and Grantor under this Deed of Trust shall be joint and
several, and all references ta Grantor shall mieah each and every Grantor, and all referances to Borrower shall mean
each and every Borrower. This means that 'eé'c_;_h Grantor signing below is responsible for all obligations in this
Deed of Trust. :

No Waiver by Lender. Lender shall not be deemeu W have: wameetmﬁ— rigivts-under this Deed of Trust unless such
waiver is given In writing and signed by Lender. No delay or‘omission on the part of Lender in exercising any right
shall operate as a waiver of such right or any other right, .- “A waiveriby Lender of a provision of this Deed of Trust
shall not prejudice or constitute a waiver of Lender's: right othefwise to demand strict compliance with that
provision or any other provision of this Deed of Trust. - No prior’ waiver by Lender, nor any course of dealing
between Lender and Grantor, shall constitute a waiver of any of-Lenders rights or of any of Grantor's obligations
as to any future transactions. Whenever the consent of Cender is ‘required. under this Deed of Trust, the granting
of such consent by Lender in any instance shall not constitute gontinuing consent to subsequent instances where
such consent is required and in all cases such consent may be granted or withheld in the sole discretion of Lender.

Severability. I a court of competent jurisdiction finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable as to any person or circumstance, that finding shall-pot méke‘ the offending provision illegal, invalid,
or unenforceable as to any other person or circumstance, |f feasjble, the offeriding provision shall be considered
modified so that it becomes legal, valid and enforceable. If the offendmg provision cannot be so modified, it shalt
be considered deleted from this Deed of Trust. Unless otherwise requiréd by law, the illegality, invalidity, or
unenforceablhty of any provision of this Deed of Trust shall not affect the legality, - vahdlty or enforceability of any
other provision of this Deed of Trust. : :

Successors and Assigns, Subject 1o any limitations stated in this Deed 'a_f Friist on _tré’nsfer of Grantor's interest,
this Deed of Trust shall be binding upon and inure to the benefit of the parties, their sOccessors and agsigns. I
ownership of the Property becomes vested In 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 ebligations of this Deed of Trust or. hablhty unider, the indebtedness.

Time is of the Essence. Time is of the essence in the perfarmance of this Deed of Trust

Waiver of Homestead Exemption. Grantor hereby releases and waives all rlghts and benef;ts of the homestead
exemption laws of the State of Washington as to all Indebtedness secured by this Deed Qf Trus‘t

DEFINITIONS. The following capitalized words and terms shall have the following meanlngs when used in thls Deed of
Trust, Unless specifically stated to the contrary, all references to dollar amounts shall mean amounts .in® Iawful maoney
of the United States of America. Words and terms used in the singular shall include the plural dnd the plucal shall
include the singular, as the context may require. Words and terms not otherwise defined in thls Deed of Trust shall
have the meanings attributed to such terms in the Uniform Commercial Code: : ;

Benoficiary. The word "Beneficiary” means Skagit State Bank, and its successors and asmgns

Borrower. The word "Borrower” means NORTHWEST FINE FURNISHINGS, INC. and includes all co sngners and
co-makers signing the Note and all their successors and assigns.

Deed of Trust. The words "Deed of Trust" mean this Deed of Trust among Grantor, Lender, and Trustee, an’d_::'
includes without limitation all assignment and secwrity interest provisions relating to the Personal Pmpertv and
Rents. . ;

Default. The word "Default” means the Default set forth in this Deed of Trust in the section titted Defauli

Environmental Laws. The words "Environmental Laws" mean any and all state, federal and local statutes,-"
regulations and ordinances relating to the protection of human health or the environment, including wvthout
limitation the Comprehensive Environmental Response, Compensation, and Liability Act of 1980, as amended, 42
U.S.C. Section 9601, et seq. {"CERCLA"], the Superfund Amendments and Reauthorization Act of 1986, Pub. L
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: :NQ 99 499 ("SARA"), the Hazardous Materials Transportation Act, 42 U.8.C. Section 1801, et seq., the Resource
5 ‘.__.-"Conservatton and Recaovery Act, 42 U.5.C, Section 6901, et seq., or other applicable state or federal laws, rules,
_of regulations adopted pursuant thereto.

: Evant'ﬁf“Daf"éult. The words "Event of Default" mean any of the events of default set forth in this Deed of Trust in
;the_:”évents of default section of this Deed of Trust.

Gr}mtor. Tlffe word "Grantor” means LYLE W GERRITS and DEBORAH L CLOUGH.

Gui‘arantoi “The: word "Guarantor” means any guarantor, surety, or accommaodation party of any or all of the
Indebtedness. :

Guaranty. - “The. word "Guaranty” means the guaranty from Guarantar to Lender, inciuding without limitation a
guaranty of alk-or part of the Note.

Hazardoiis Subst_ancas. “.The words "Hazardous Substances” mean materials that, because of their quantity,
concentration or 'phys'lcal “chemical or infectious characteristics, may cause or pose a present or potential hazard
to human health or'thg envirgnment when improperly used, treated, stored, dlsposed of, generated, manufactured,
transparted or otherwuse handled The words "Hazardous Substances” are used in their very broadest sense and
include withoat limitation any and all hazardous or toxic substances, materials or waste as dsfined by or listed
under the Envirdénmental Laws. The term "Hazardous Substances” also includes, without limitation, petrolsum and
petroleum by-products or any fraction thereof and asbestos.

improvemants. The word “Improvements” means all existing and tuture improvements, buildings, structures,
mabile homes afflxed on- th& Heal Property, facilities, additions, replacements and other construction on the Rsal
Property. :

Indebtedness. The waord: "IndebtednESs means all principal, interest, and other amounts, costs and expenses
payable under the Note or ‘Related Ddcuments, together with all renewals of, extensions of, modifications of,
consolidations of and substititions for the Note or Related Documents and any amounts expended or advanced by
Lender to discharge Grantor's Ubllgatlons or expenses incurred by Trustee or Lender to enforce Grantor’'s
obligations under this Deed of Trus_t_ togéther with intarest on such amounts as pravided in this Deed of Trust,

Lender. The word "Lender” meaﬁs S"Ii'agit State Bal:lk its successors and assigns.

Note. The word "Note" means the promissory note dated June 30, 2009, in the orlglnal principal amount
of $31,000.00 from Borrower-to<Lender, :together with all renewals of, extensions of, modifications of,
refinancings of, consolidations of, and substltutlons for the promissory note or agreement.

Porsonal Property. The words "Personal’ Property" mean all equipment, fixtures, and other articles of personal
property now or hereafter ownad 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 word "Property” means collecti\)e__l‘}:_'_c_he Real Property and the Personal Property.

Real Property. The words "Real Property"” mean ‘the real prqpéf

.interests and rights, as.further described in this
Desd of Trust. i .

Related Documents. The words "Related Documents” -fnean all; promissory notes, credit agreements, loan
agreements, environmental agreements, guaranties, seéunty agreements, mortgages, deeds of trust, security
deeds, collateral mortgages, and zall other mstruments, agreements and documents, whether now or bereafter
existing, executed in connection with the Indebtedness. = e,

Rents. The word "Rents" means all present and future rents, revenues, |ncome. issues, royalties, profits, and
other benefits derived from the Property. :

Trustae. The word "Trustee" means Land Title Company of Skaglt Coumy, whose mailing address is P O Box
445, Burlington, WA 98233 and any substitute or successor trustees g

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

GRANTOR:

"DEORAH L CLOUGH
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INDIVIDUAL ACKNOWLEDGMENT

onteor Washins b }
P A -~
) 88
COUNTY.OF - éi(ﬁc}d' )

On this day.“before; me, the undersigned Notary Public, personally appeared LYLE W GERRITS and DEBORAH L
CLOUGH, personally known to me or proved t¢ me on the basis of satisfactory evidence to be the individuals described
in and who ‘executed’ the.Deed of Trust, and acknowledged that they signed the Deed of Trust as their free and
voluntary act and deed, §or the’ uses and purposes therein mentioned.

Given under my hand- aqd q_fﬂclal seal this o L day of LD U (3 . 200 ?

Residing at BO w

My commission expires 3 fS"\- 6] O

D JACK!E FRAZlER
STATE OF WASHINGTON
NOTARY == PUBLIC
Mvmmiﬂﬁmgﬁm FULL RECONVEYANCE

To: Trustee

The undersigned is the legal owner ar_\d-“holqer- qf al'. indebtedness secured by this Deed of Trust. You are hereby
requested, upon payment of all sums owing. to, you, to reconvey without warranty, to the persons entitled thereto, the
right, title and interest now held by you under.the Deed of Trust.

Date: Beneficiary:
7 = By:
Its:
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