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FIRST AMERICAN TITLE CO.
DEED OF TRUST
AGCCOMMODATION RECORDING ONLY

DATE: October 31, 2001 g Mm764)
Reference # (if appllcable):" Additional on page
Grantor(s): ' ;

1. AVALON LINKS INC. -

Grantee(s)
1. PEOPLES BANK E
2. First American Title'Co. of Skagit:County, Trustee

Legal Description: SE1/4SW1/4 O/S#19-91 AF#93043000511993, NE1/4NW1/4 N OF RD
OIS#19-91 AF#93043000511993, NW1/4SW1/4° O/S#19-91 AF#93043000511993, NE1/ANW1/4
O/S#19-91 AF#93043000541993, SE1I4NW1I4 O/S#19-91 AF#93043000511993, NE1/4SW1/4
OIS#19-91 AF#93043000511993 W Additional on page 2

Assessor's Tax Parcel ID#: 350408—‘3—‘004—0007, 350417-2-001-0001, 350408-3-002-0009,
350408-2-001-0002, 350408-2-004-0008, "3__50408—3—0_91 -0000

THIS DEED OF TRUST is dated October 31, 2001, among AVALON LINKS, INC., a Washington
Corporation, whose address is 19345 KELLEHER™ ROAD, BURLINGTON, WA 98233
("Grantor"); PEOPLES BANK, whose mailing address is DOWNTOWN BELLINGHAM OFFICE,
1333 CORNWALL AVENUE, BELLINGHAM, WA 98225 -(referred to below sometimes as
"Lender” and sometimes as "Beneficiary"); and First American Title Co. of Skagit County,
whose mailing address is 1301-B Riverside Drwe, Mount Vernon, WA 98273 (referred to
below as "Trustee”). S
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DEED OF TRUST
* koan No: 5015891-201 (Continued) Page 3

= ecessary to protect and preserve the Property.
TAXES ANDLIENS. The following provisions relating to the taxes and liens on the Property are part of this Deed of Trust:

Paymenl Grantor shall pay when due (and in all evenls pror to delinquency) all taxes, special taxes, assessments,
.charges (lnr_;ludlng water and sewer), fines and impositions levied against or on account of the Property, and shall pay
iwhen due alliclaims 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 equal fo the interest of Lender under this Deed of Trust,

excepl for the lienof taxes and assessments not dus, excep! for the Existing Indebtedness referrad to below, and except

as.gtherwise provided in this Deed of Trust.

Right to Contest.". Grantor may withhold payment of any tax, assessment, or claim in connection with a good faith
dispute.overthe. oblrgatlon o pay, s¢ long as Lender's interest in the Property is not jecpardized. If a lien arises or is
filed as'a fesult.of norpayment, 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 discharge of the lien, or if requested by Lender, deposit with
Lender cashi or a sufficient: corporate suraty bond or other security salisfactory to Lender in an amount sufficient to
discharge the liepr plus_ any costs and attorneys' fees, or other charges that could accrue as a result of a foreclosure or
sale under the fien.In any ¢ontest, Grantor shall defend itself and Lender and shall satisfy any adverse judgment befare
enforcement against the Properly. Granter shall name Lender as an additional obliges under any surety bond furnished
in the contest proceedings. kS

Evidence of Payment. Grantor shall upen demand furnish to Lender satisfactory evidence of payment of the taxes or
assessments and shall-duthorize tHé appropriate governmental official to deliver to Lender at any time a written statement
of the taxes and assessménts agamst lhe Property.

Notlce of Construction. Grantor shall: notify Lender at least fifleen (15) days before any work is commenced, any
services are furnished, or any materials are supplied to the Properly, if any mechanic’s lien, materialmen’s lien, or cther
lien could be asserted on account of the work, services, or materials and the cost exceeds $1,000.00. Grantor will upen
request of Lender furnish to. Lendar advanca assurances satisfactory to Lender that Grantor can and will pay the cost of
such improvements.

PROPERTY DAMAGE INSURANCE. The followmg prowswns relatlng to insuring the Property are a parl of this Desd of
Trust.

Maintenance of Insurance. Granlor shall procure and maintain policies of fire insurance with standard exiended
coverage endorsements on a replacerfiant. basis for the full insurable valua covering all Improvements on the Real
Property in an amount sufficient to avoid apphcallon of any coinsurance clause, and with a standard mortgagee clause in
favor of Lender. Grantor shall also procure and maintain comprehensive general liability insurance in such coverage
amounts as Lender may request with Trustee 'and Eendér being named as additional insureds in such liability insurance
policies. Additionally, Grantor shall maintain ;such other insurance, including but not limited to hazard, business
interruption, and boiler insurance, as Lender may reasonably require. Policies shall he written in form, amounts,
coverages and basis reasonably acceptable to-lender and issusd by a company or companies reasonably acceptable to
Lender. Grantor, upon request of Lender, will deliver to Lender from time to time the policies or certificates of insurance
in form satisfactory to Lender, including stipulatians:that coverages will not be cancelled or diminished without at least
thirty (30) days prior written notice to Lender. Each insurance policy also shall inciude an endorsement_providing that
coverage in favor of Lender wili not be impaired in any way by any. act, omission or default of Grantor or any other
person. Should the Real Property be laocated in an aréa.designated by the Director of the Federal Emergency
Management Agency as 4 special flood hazard area, Grantor agrees ‘to obtain and maintain Federal Flood Insurance, if
available, within 45 days afler notice is given by Lender thatthe Property is located in a special flocd 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 Program, or as othenmse reqmred by Lender, and to maintain such
insurance for the term of the loan. .

Appticalion of Proceeds. Grantor shall promptly nolify Lender of aﬁy loss or damage to the Property if the estimated
cost of repair or replacement exceeds $1,000.00. Lender may make: proof of loss if Grantor fails to do so within fifteen
(15) days of the casualty. Whether or not Lender’s securily is impaited, Lender may, at Lender's elaction, receive and
refain the proceeds of any insurance and apply the proceeds to thé reduction 6f the Indebtedness, payment of any lien
affecting the Property, or the restoration and repair of the Property. if-Lender alacis to apply the proceeds to restoralion
and repair, Grantor shall repalr or replace the damaged or desiroyed Improvements in a:manner satisfactory to Lender.
Lender shall, upon satisfactory proof of such expendilure, pay or reimburse Grantor from the proceeds for the
reasonable cost of repair or restoration if Granter is not in default under this Peed of Trust. Any proceeds which have
not been disbursed within 180 days after their receipt and which Lender has not commitied to. the repair or restoration of
the Property shall be used first to pay any amount owing to Lender undeér 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 wnhout infarast lo Granlor as Grantor's
interests may appear.

Unexpired Insurance at Sale. Any unexpired insurance shall inure to the henefit of and pass to the purchaser of the
Property covered by this Deed of Trust at any trustee’s sale or other sale held under lhe prc\nsmns of Thls Deed of Trust,
or at any foreclosure sale of such Property.

Compliance with Existing Indebtedness. During the period in which any Existing lndebtedness descnbed below is in
effect, compliance with the insurance provisions contained in the instrument evidencing suchExisting’indebtedness shall
constitute compliance with the insurance provisions under this Deed of Trust, to the extent campllanoe with. the terms of
this Deed of Trust would constitute a duplication of insurance requirement. 1f any proceads from the inglrance become
payable on loss, the provisions in this Deed of Trust for division of proceeds shall apply only.- to that portmn of the
proceeds not payable to the holder of the Exts!mg Indebtedness.

Grantor's Report on Insurance. Upon request of Lender, however not more than once a year, Grantor shall furmsh to
Lender a report 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'manfer
of determining that value; and (8) the expiration date of the policy. Grantor shall, upon request of Lender,’ have e.n";_
independent appraiser satisfactory to Lender datermine the cash value replacement cost of the Property.

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lender'’s mlerest in. thef'
Property or if Grantor fails to comply with any provision of this Deed of Trust or any Relaled Documents, including but aof
limiled to Grantor's failure to comply with any obligation to maintain Existing Indebtedness in good standing as. requrred,-"
below, or to discharge or pay when due any amounts Grantor is required to discharge or pay under this Deed of Trust orany” .~
Related Documents, Lender on Grantor's behalf may {bul shall not be obligated to} take any action that Lender deemns.:”
appropriate, including but not limited to discharging or paying all taxes, liens, security interests, encumbrances and’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 -
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DEED OF TRUST
~ Loan No: 5015891-201 (Continued) Page 5

are as stated on the first page of this Deed of Trust.

FURTHER -ASSURANCES; ATTORNEY-IN-FACT. The following provisions relating to further assurances and
aﬁorney—ln—fact are a part of this Deed of Trust:

_Further Assurances At any time, and from fime to time, upon request of Lender, Grantor will make, execute and
ideliver, or will:cause o be made, executed or delivered, to Lender or to Lender's designee, and when requested by
L énder, cause to be filed, recorded, refiled, or rerecorded, as the case may be, at such times and in such offices and
places as Lender. may deem appropriate, any and all such morigages, deeds of trust, security deeds, security
agreements, ﬁnancmg statements, continuation statements, instruments of further assurance, certificates, and other
documénts as may, in the sole opinion of Lender, be necessary or desirable in order to effectuate, complete, perfect,
continue,.or preserve {1} Grantor's abligations under the Note, this Deed of Trust, and the Related Documents, and (2)
the liens and security‘interests created by this Deed of Trust on the Property, whether now owned or hereafter acquired
by Grantor. Unless 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 this paragraph.

Atlorney-in-Fact:" If Grantor-fails to do any of the things referred to in the preceding paragraph, Lender may do so for
and in the namé of Grantor arid at Grantor's expense, For such purposes, Grantar hereby irrevacably appaints Lander
as Grantor's attorney—in—fact for.the purpose of making, exacuting, defivering, fiing, recording, and doing all other things
as may be necessary or desnrabte in Lender's sole opinion, to accomplish the matters referred to in the preceding
paragraph.

FULL PERFORMANCE. If Grantor _pays-all the Indebledness when due, and olherwise performs all the obligations impesed
upan Grantor under this Déed of Trust, Lender shall execute and deliver to Trusiee a request for full reconveyance and shall
execule and deliver to Grantor ‘suitable statements of termination of any financing statement on file evidencing Lender's
security interest in the Renls ahd-the Personal Property. Any reconveyance fea shall be paid by Grantor, if permitted by
applicable law. The grantee in‘any reconveyance may be described as the "person or persons legally entified 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.

EVENTS OF DEFAULT. Each of the foliowmg, at Lenders option, shall constitute an Event of Default under this Deed of
Trust:

Payment Default. Grantor fails to make any payment when due under the Indebtedness.

Other Defaults. Grantor fails to comply wllh._ qr torperform any other term, abligation, covenant or condition contained in
this Deed of Trust or in any of the Related*Dacuments or to comply with or to perform any term, obligation, covenant or
condilion centained in any other agreement between Lender and Grantor,

Compliance Default. Failure o comply withrany. o‘lher term obligation, covenant or condition contained in this Deed of
Trust, the Note or in any of the Related Documents. If such a failure is curable and if Grantor has not been given a
notice of a breach of the same provision of this Deed of Trust within the preceding twelve {12) months, it may be cured
{and no Event of Default will have occurred) if Grantor after Lender sends written notice demanding cure of such failure:
(a) cures the failure within fifteen (15) days; or {b)f the cure requires more than fifteen (15) days, immediately initiates
steps sufficient to cure the failure and thereafter corifinues and completes all reasonable and necessary steps sufﬂCIenl
to prodiice complighce 4 saon as reasonaniy practical.

Default on Other Payments. Failure of Grantor within the hme requtred by this Deed of Trusl to make any payment for
taxes or insurance, or any other payment necessary to pnf_event filing of or to effect discharge of any lien,

False Statements. Any warranty, representation or statérn"ent mads or furnished to Lender by Grantor or on 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 misleading at-any. tlme thereaﬂer

Defective Collateralization. This Deed of Trust or any of the Related’ Documents ceasss fo be in full force and effect
(including failure of any collateral document to create a valid and perfected securlty interest or lien) at any time and for
any reason. ;

Insolvency. The dissolution or termination of Grantor’s e)us!ence as a going busmess the insolvency of Grantor, the
appeintment of a receiver for any part of Granlor's property, any asstgnment fof the- beneftt of creditors, any type of
creditor warkout, or the commencement of any proceeding under any bankrupit:y or mscﬁvency laws by or against
Grantor.

Creditor or Forfeiture Proceedings. Commencement of foreclosure or: forfelture prqceedlngs whether by judicial
proceeding, self-help, repossession or any other method, by any creditor"of Grantor of by*any governmenlal agency
against any property securing the Indebtedness. This includes a garnishment of*any of -Grantor's accounts, including
deposit accounts, with Lender. However, this Event of Default shall not apply ifthere is'a good faith dispute by Grantor
as to the validity or reasonableness of the claim which is the basis of the creditor or forfeiture proceeding and if Grantor
gives Lender writlen notice of the creditor or forfeiture proceeding and deposits with-Lender mapies:or a surety bond for
the creditor or forfeiture proceeding, in an amount determined by Lender, in ifs so1e dlscretlen a8 belng an adequale
rasarve ar band for the dispute.

Breach of Other Agreement. Any breach by Grantor under the terms of any olher agreement between Granter and
Lender that is not remedied within any grace period provided therein, including without. hm:tahon any agreement
concerning any indebtedness or other obligation of Grantor to Lender, whether existing now.er Iaier g

Events Aifecting Guaranior. Any of the preceding events occurs with respect to:any gua-'ar‘er ender“er, surly, or
accommodation party of any of the Indebtedness or any guarantor, endorser, surety, or accommodation. garly, dies or
becomes incompetent, or revokes or disputes the validity of, or liability under, any Guaranty of the Indebtedness In the
event of a death, Lender, at its option, may, but shall not be required to, permit the guaraniors estate to assume
uncenditionally the obligations arising under the guaranty in 2 manner satisfactory to Lender, and,’in domg so, Clire” any
Event of Defaull.

Adverse Change. A material adverse change occurs in Grantor's financial condition, or Lender belleves lhe prospect of__

payment or performance of the Indebtedness is impaired.
Insecurity. Lender in good faith believes itself insecure. p :
Existing Indebtedness. The payment of any installment of principal or any interest on the Existing Indebtedness is not

made within the time required by the promissory note evidencing such indebtedness, or a default cccurs Yrider; theu__-.. e
instrument securing such Indebtedness and Is not cured during any applicable grace period in such instrument, ot any" S

suit or other action is commenced to foreclose any existing lien on the Property.

Right 1o Cure. If such a failure is curable and if Grantor has nol been given a notice of a breach of the same prowsmn
of this Deed of Trust within the preceding twelve (12) months, it may be cured (and no Event of Default will have

occurred) if Grantor, after Lender sends written notice demanding cure of such failurs: {a) stiree tha failies il tia-oe

I}
1
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- DEED OF TRUST
* Loan No: 5015891-201 (Continued) Page 7

; a’phhéﬁble law. This procedure for substitution of Trustae shall govern to the exclusion of all other provisions for
substltuﬂon

:.NOT'ICES Sub]ect fo applicable law, and except for notice required or aliowed by law 1o be given in another manner, any

hotice’ reqwred 1o be given under this Deed of Trusl, including without limilation any netice of default and any notice of sale
shall- be given in writing, and shall be effeclive when actually delivered, when actually received by telefacsimile (unless
otherwise required by law), when deposited with a nationally recognized overnight courier, or, if mailed, when daposied in
the United Statés 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 hofder 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 farmal written notice to the olher parties, specifying that the purpose of
the nofice Is.to change the party’s address. For nofice purposes, Grantor agrees fo keep Lender informad at all times of
Grantor's cuirent addréss. ‘Subject to applicable law, and except for notice required or allowed by law to be given in another
manner, if there is more, than one Grantor, any notice given by Lender to any Grantor is deemed to be notice given to all
Grantors.

MISCELLANEOUS PROVIS{ONS “The following miscellaneous provisions are a part of this Deed of Trysk:

Amendments.- _This Deed of Trust, together with any Related Documents, constitutes the enfire understanding and
agreement of the parties-as 1o-thematiers set forth in this Deed of Trust. No alteration of or amendment to this Deed of
Trust shall be effective unless gwen in writing and signed by the party or parties sought to be charged or bound by the
alteration or amendment .

Annual Reports. if the Property i~ used for purposes other than Grantar's residence, Grantor shall furnish to Lender,
upon request, a certified statermient of ‘nét operaling income received from the Praperty during Grantor’s previous fiscal
year in such form and detait as Lendar shall reguire. "Net operating income” shall mean all cash receipts from the
Property less all cash expenditures made in connection with the operation of the Property.

Caption Headings. Caption.headings in this Deed of Trust are for convenience purposes only and are not to be used to
interpret or define the provisions.ef this-Deed of Trust.

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

Governing Law. This Deed of Trust will. be governed by, construed and enforced in accordance wlth federal law
and the laws of the State of Washlngton Thrs Deed of Trust has been accepted by Lender In the State of-
Washingion. z

Choice of Venue. If there is a lawsuit, Grantor agrees upon Lender’s request to submit to’ the jurlsdrctron of the courts of
WHATCOM County, State of Washington. *.

No Walver by Lender. Lender shall not be- deemed to have waived any rights under thls Deed of Trust untess such
walver s 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 waiver by Lender of a provision of this Deed of Trust shall nat
prejudice or constitute a waiver of Lender's right otherwise to demand strict compliance with that provision or any other

_. . pravision of this Deed of Trust. No.prior waiver by Uender, nor griy Sourse of dealing betwsen Lender-and Granter, shall
conslitute a waiver of any of Lender’s rights or of any of Graritor’s ‘gbligations as to any future lransactions. Whenever
the consent of Lender is required under this Deed of Trust, the:granting. of such consent by Lender in any instance shaf!
not constitute continuing 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 ;

Severahility. [f a court of competent jurisdiction finds any prowsron of this Deed of Trust to be illegal, invalid, ar
unenforceable as to any circumstance, that finding shalit. not” make _the- offending provision lllegal, invalid, or
unenforceable as to any other circumstance. [If feasible, the offending. provision. shall be considered modified so that it
becomes legal, valid and enforceable. If the offending provision cannot be so modified, it shall be considered deleted
from this Deed of Trust. Unless otherwise required by law, the Megality, invalidity, or unentorceability of any provision of
this Deed of Trust shall not affect the legality, validity or enforceablllty of any ather provision of this Deed of Trust.

Successors and Assigns. Subject to any limitations stated in this: Dead of Trust on-fransfer of Grantor's interest, this
Deed of Trust shall ba binding upon and inure to the benefit of the parties, fheir suceessors and assigns. If ownership of
the Property becomas vested in a person other than Grantor, Lender, withoul nofice to-Grantor, may deal with Grantfor's
successors with reference to this Deed of Trust and the Indebtedness by way of forbsarance or extension without
releasing Grantor from the obligations of this Deed of Trust or liability under the; Indebtedness

Time is of the Essence. Time is of the essence In the performance of this Deed of-Trust. e

Waive Jury. All parties to this Deed of Trust hereby walve the right to any jury. trial i any actlon, proceeding, or
counterclaim brought by any party against any other party. (Initial Here

Waiver of Homeslead Exemplion. Grantor hereby releases and waives ail rights and beneflts of the homestead
exemplion laws of the State of Washington as to all Indebtedness secured by this Deed of Trust

DEFINITIONS. The following capitalized words and terms shall have the follawing meanings. when used i thrs Deed of Trust.
Unless specifically statad to the contrary, all references to doliar amounts shall mean amounts in lawful soriey of the United
States of America. Words and terms used in the singular shall include the plural, and the plural shall, rnctude the singular, as
the context may require. Words and terms not otherwise defined in this Deed of Trust shall have the meanmgs attrrbuted to
such terms in the Uniform Commercial Code: .

Beneflclary The word "Beneficiary" means PEOPLES BANK, and its successors and assigns.

Borrower. The word "Borrower™ means AVALON LINKS, INC., and ali other persons and entltles srgnlng the Note in
whalever capacity.

Deed of Trust. The words “"Deed of Trust" mean this Deed ot Trust among Grantor, Lender, and Trustee. and lnctudes
without limitation all assignment and security interest provisions relating to the Personal Property and Rents '

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

Event of Defaull. The words "Event of Default” mean any of the events of default set forth in this Deed of- Trust |
events of defaull section of this Deed of Trust.

Existing Indebtedness. The words "Existing Indebledness” mean the indebtedness described in the Exrshng Liens*" e
provision of this Deed of Trust. &

Grantor. The word “"Grantor" means AVALON LINKS, INC.. L
Guaranty The word “Guaranty“ means the guaranty from guarantor endorser, surely, or accommodation pany to

tt\ttt\\t\\tt\tt\tt\t\\tt\t\\tt\ttftttt\t
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