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DEED OF TRUST

DATE: January 9, 2003

Reference # (if applncable):-- T Additional on page ___
Grantor(s): .

1. Nilson, Morris: -

2. Nilson, Cheryl - .

Grantee(s)
1. PEOPLES BANK - . o
2. Land Title Co. of Skaglt County, Trustee

Legal Description: PTN NE1/4 OF SW1 f4 13 34 4EW.M Additional on page 2
Assessor's Tax Parcel ID#: 340413- 3..0_14 _00_99 (P24683)

THIS DEED OF TRUST is dated January 9 2003, among Morris R Nilson and Cheryl L Nilson,
husband and wife, whose address is 23145 Gunderson Rd, Mount Vernon, WA 98273

("Grantor"); PEOPLES BANK, whose mailing-address is MOUNT VERNON OFFICE, 1801
RIVERSIDE DRIVE, MOUNT VERNON, WA 98273 (referred to below sometimes as "Lender"
and sometimes as "Beneficiary"); and Land’ Title'Co. of Skagit County, whose mailing
address is 111 E. George Hopper Rd, Burhngton WA 98233 (referred to below as "Trustee").
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DEED OF TRUST
* Loan No: 5712749-1 {Continued) Page 3

'_:,:Ikiéns"’e from Lender to Grantor automatically revoked upon default). The following provisions relate to the use of the
3 Pr'bper‘fy or to other limitations on the Property. The Feal Property is not used principally for agricultural purposes.

" Duty to Maintain. Grantor shall maintain the Property in good condition and promptly perform all repairs, replacements,
;and mamtenance necessary to preserve ifs value.

Nuisance, _W_aste. Grantor shall not cause, conduct or permit any nuisance nor commit, permit, or suffer any stripping of

- oF waste oh pr o 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,
scona sofl, gravel or rock products without Lender’s prior written consent.

Removal of Imprcwements Grantor shalf not demolish or remave any Improvemsnts from the Real Property without
Lender's poor, written. consent. As a condition to the removal of any Improvements, Lender may require Grantor to make
arrangements satlsfac‘tory to Lender 1o replace such Improvements with Improvements of at least equal value.

Lender's nght 10 Enter Lender and Lender's agents and representatives may enter upon the Real Property at all
reasonable times t¢ atiérid o Lenders interests and to inspect the Real Property for purposes of Grantor's compliance
with the terms and cxmdrtlons “of this Deed of Trust.

Compllance wlth Governmenwl Requirements. Grantor shall promptly comply, and shall promptly cause compliance
hy all agents, tenants or other persons or entities of every nature whatsoever who rent, lease or otherwise use or occupy
the Property in any manner, with all laws, ordinances, and regulations, now or hereafter in effect, of all governmental
authorities applicable Yo the use.er_occupancy of the Property. Grantor may contest in good faith any such law,
erdinance, or regulation and, withhold.compliance during any proceeding, including appropriate appeals, so long as
Grantor has notified Lender in wiitingprior to doing so and so long as, in Lender’s sole opinion, Lender's interasts in the
Property are not jeopardized: Lender may require Grantor to post adequate security or a surety bond, reasonably
satisfactory to Lender, to protect Lendér's interest.

Duty to Protect. Grantor agrees neither to abandon or leave unattended the Property. Grantor shall do all other acts, in
addition to those acts set forth above in-this section, which from the character and use of the Property are reasonably
necessary to protect and preserve’ the Property

TAXES AND LIENS. The following prewsmns relatmg 10 the taxes and liens on the Property are part of this Deed of Trust:

Payment. Grantor shall pay when due (and ins all ‘events prior to delinquency) all taxes, special taxes, assessments,
charges (including water and sewer}, fines and impositions levied against or on account of the Property, and shall pay
when due all claims for work done on or fof services rendered or material furnished to the Property, Grantor shall
maintain the Property free of all liens hawng priority over or equal to the interest of Lender under this Deed of Trust,
except for the lien of taxes and assessments niot due; axcept for the Existing Indebtedness referred to below, and except
as ctherwise provided in this Deed of Trust. i

Right fo Contest. Grantor may withhold paym_en’t 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 (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 cash or a suflficient corporate surety bond-“or other sectrity satisfactory to Lender in an amount sufficient to
discharge the lien plus any costs and attorneys’ fees, or othaer'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 addmonal obligee under any surety bond turnished

in the contest proceedings.

Evidence of Payment. Grantor shall upon demand lurnlsh to Lander satlsfactory pvidence of payment of the taxes or
assessments and shall authorize the appropriate govermmental. ofheral & dehver o Lender at any time a written statement
of the taxes and assessments against the Property. ;

Notice of Construction. Grantor shall notify Lender at least ilfteen (15) days before any work is commenced, any
services are fumished, or any materials are supplied to the Propenty; if any mechanic's lien, materiaimen’s fien, or othar
lien could be asserted on account of the work, services, or materials and the cost exceeds $1,000.00. Grantor will upon
requast of Lender furnish to Lender advance assurances satisfactory: to Lendef that Grantor can and will pay the cost of
such improvements.

PROPERTY DAMAGE INSURANCE. The following provisions relating to lnsurmg the Propeny are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and maintain pO|ICleS of fire msurance with standard extendsed
coverage endorsements on & replacement basis for the full insurable value covéring alkImprovements on the Real
Property in an amount sufficient to aveid application of any coinsurance clause, &nd- with, a staidard mortgagee clause in
favor of Lender, together with such other hazard and liability insurance as Lender may: reasonably require. Policies shall
be written in form, amounts, coverages and basis reasonably acceptable to Lender-and issuéd.by a company or
companies reasonably acceptable to Lender. Grantor, upon request of Lender, will deliver to kiender from time to time

the policies or certificates of insurance in form satisfactory to Lender, including shpulauons “that’ coverages will not be
cancelled or diminished without at least thirty (30) days prior written notice to Lender. ~Each Inisuratice policy also 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 ather person. Should the Real Property be located in an area designated by the Director of
the Federal Emergency Management Agency as a special fiood hazard area, Grantor agrees t6 obtain-#fd maintain
Federal Flood Insurance, if available, within 45 days after notice is given by Lender that thie Properiy is-located in a
special flood hazard area, for the full unpaid principal batance 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 ag otherwuse requnred by
Lender, and to maintain such insurance for the term of the loan.

Application of Proceeds. Grantor shall promptly nolify Lender of any loss or damage to the Propeny if the esﬂmated
cost of repair or replacement exceeds $1,000.00. Lender may make proof of loss if Grantor fails to do so w1thm fiffegn
{15) days of the casualty. Whethar or not Lender's security is impaired, Lender may, at Lender’s election, réceive and
retain the proceeds of any insurance and apply the proceeds to the reduction of the Indebtedness, payrient of any lien-
affecting the Property, or the restoration and repair of the Property. ¥ Lender elects to apply the proceeds.torestoration
and repair, Grantor shall repair or replace the damaged or destroyed Improvements in a manner satisfactory to Lender; -
Lender shall, upon satisfactory proof of such expendrture, pay or reimburse Grantor from the proceeds-for-the ¢
reasonable cost of repair or restoration if Grantor is rot in default under this Deed of Trust. Any proceeds which have’

not been disbursed within 180 days after their receipt and which Lender has not committed to the repair or restoration-of .~ .«
the Property shall be used first fo pay any amount owing to Lender under this Deed of Trust, then to pay accrued
interest, and the remainder, if any, shall be appiied 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
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F DEED OF TRUST
~_Loan No: 5712749-1 (Continued) Page 5

an Event of Default as provided bslow unless Grantor either {1) pays the tax before it becomes delinquent, or (2)
contests the tax as provided above in the Taxes and Liens section and deposits with Lender cash ar a sufficient
~“‘corporate surety bond or cther security satisfactory to Lender.

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

'7': Security Agreement This instrument shall constitute a Security Agreemsnt to the extent any of the Property constitutes
“fixtures, -and Lender shall have all of the rights of & secured party under the Uniform Commercial Code as amendad from
tlme 1% tlme 5

Securlty tnterest Upon request by Lender, Grantor shall execute financing statements and take whatever other 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 raproductions of this Desd of Trust as a financing statement. Grantor shall
reimburse Lender for all-expenses incurred in perfecting or continuing this security interest. Upon default, Grantor shall
not remove, sever or detach the Personal Property from the Property. Upon default, Grantor shall assemble any
Personal Propefty siot affixed to the Property in a manner and at a place reasonably convenient to Grantor and Lender
and make it availabie to° Lender wrthln three (3) days after receipt of written demand from Lender to the extent permitted

by applicable law. :

Addresses. The mailing: addresses of Grantor (debior) and Lender (secured party} from which information conceming
the security 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 ASSURANCES; A;TTbRNEY-IN-FACT. The following provisions relaling tc further assurances and
attorney-in-fact are a part of thig Doed of Trist:

Further Assurances. At-any time, and fiém time to time, upen 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, recotdad, refiled, or rerecorded, as the case may be, at such times and in such offices and
places as Lender may deem appropnate any and all such morigages, deeds of trust, security deeds, security
agreements, financing statements, continuatiofi”staterments, instruments of further assurance, certificates, and other
documents as may, in the sole opinion-6f Lendst, .be necessary or desirable in order to effectuate, compiste, perfect,

continue, or preserve (1)  Grantar's obligations under the Credit Agreement, this Deed of Trust, and the Related
Documents, and (2) the liens and sécurity ‘interésts crealed by this Deed of Trust on the Property, whether now owned
or hereafter acquired by Grantor. Unless prohibited by daw or Lender agrees to the contrary in writing, Grantor shall
reimburse Lender for all costs and expenses |ncurred in connection with the matters referred to in this paragraph.

Attorney-in-Fact. If Grantor fails to do any= of thé thmgs referred to in the preceding 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 Grantar's attorney-in-fact for the purpose of-making, executing, delivering, filing, recording, and daing ali other things
as may be necessary or desirable, in Lender's sole opinion, to aecomphsh the matters referred to in the preceding
paragraph.
FULL PERFORMANCE. If Grantor pays all the Indebtedness when due terminates the credit line account, and otherwise
performs all the obligations imposed upon Grantor under this Deed of Trust Lender shall execute and deliver to Trustes a
roquest for full reconveyance and shall execute and dellver to”Gréntor 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 grantes 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.

EVENTS OF DEFAULT. Grantor will be in default under this Deed of’ Trust |f any of the following happen: (A} Grantor
commits fraud or makes a material misrepresentation at any time in conneétion with the Credit Agreement, This can include,
for example, a false statement about Grantor's income, assets, liabilities, or any other aspects of 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 exampla; 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 dwslling without Lender's permission, foreclosure by the holder of another lien, or the
use of funds or the dwelling for prohibited purposes.

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

Election of Remedies. All of Lender's rights and remedies will be cumulative ‘and. may be exercrsed alone or together.
An elgotion by Lender to choose any one remedy will not bar Lender from using any otherrémedy. 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 default and to exercrse Lender s remedres

Accelerate Indebtedness, Lender shall have the right at its option to declare the entrre Indebtedness |mmed|atety due
and payable.

Foreclosure. With respect to all or any part of the Real Property, the Trustes shall have the right to exércise its power of
sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by judlciat toreclosure in either
case in accordance with and to the fuli extent provided by applicable law.

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

Collect Rents. Lender shall have the right, without notice to Grantor to take possession of and manage the Property
and collect the Rents, including amounts past due and 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, Property
to make payments of rent or use fess directly to Lender. If the Rents are collected by Lender, then Grantor irfavacably.-,
designates Lender as Grantor's attomey-in-fact to endorse instruments received in payment thereof in the name of
Grantor and to negotiate the same and collect the proceeds. Payments by tenants or other users to Lender in response’
to Lender's demand shall satisfy the obligations for which the payments are made, whether or not any proper grounds i
for the demand existed. Lender may exercise its rights under this subparagraph either in person, by agent, or through 8.

receiver. A
Appoint Recelver. Lender shall have the right to have a receiver appointed to take possession of ail or any part of the

Property, with the power to protect and preserve the Property, to operate the Property preceding or pending foreclosure.
or sale, and to collect the Rents from the Property and apply the proceeds, cver and above the ¢ost of the receivership,

against the Indebtedness. The receiver may serve without bond if permitted by law. Lender's right to the appointment
of a receiver shall exist whether or not the apparent value of the Property exceeds the Indebtedness bv a substantral

(T
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DEED OF TRUST
~Loan No: 5712748-1 (Continued) Page 7

' ._ _;::al:l_':_otii'igations in this Deed of Trust.

© 7 No Waiver by Lender. Grantor understands Lender will not give up any of Lender's rights under this Deed of Trust
unfess Lender does so in writing. The fact that Lender delays or omits to exercise any right will not mean that Lender
has-giver-up that right. If Lender does agree in writing to give up one of Lender's rights, that does not mean Grantor wil
< not have 16 comply with the other provisions of this Deed of Trust. Grantor also understands that if Lender does consent
¢ 1o a request, that does not mean that Grantor will not have to get Lender's consent again if the situation happens again.
. Grantor further understands that just because Lender consents to one or more of Grantor's requests, that does not mean
‘Lender wilt be_fequired to consent to any of Grantor's future requests. Grantor waives preseniment, demand for
payment; protest, and notice of dishonor.

Severammy Ha caurt finds that any provision of this Deed of Trust is not valid or should not be enforced, that fact by
itself will not mean that'the rest of this Deed of Trust will not be valid or enforced. Therefore, a court will enforce the rest
of the provisions: of this. Deed of Trust even if a provision of this Deed of Trust may be found to be invalid or
unenforceable. : :

Successors and--‘hssl'gns._ “Subject to any limitations stated in this Deed of Trust on transfer of Grantor's interest, this
Deed of Trust shall-be binding:upon and inure to the 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 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 obhgauons of this Deed of Trust or liability under the Indebtedness.

Time is of the Essenoe Tlme is-Gf the essence in the performance of this Deed of Trust.

Waive Jury. All parhes to thls Deed of Trust hereby waive the right to any jury tri
counterclaim brought by any party against any other party. (Initial Here

Waiver of Homestead Exernption Girantar hersby releases and waives all rights and benefits of the homestead
exsmption laws of the State of W_s_shmgton_ as to all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The following words shsﬂl hav'é thg following meanings when used in this Deed of Trust:
Beneficiary. The word ' Beneﬂcxary" means PEOPLES BANK, and its successors and assigns.

Borrower. Ths word "Borrower"" means Morns N:Ison and Cheryl Nilson, and all other persons and entities signing the
Credit Agreamant.

Credit Agreement. The words “Crsdnt Agreement" mean the credit agresment dated January 9, 2003, with credit
limit of $40,000.00 from Grantor to Lender, .together with all renewals of, extensions of, modifications of,
refinancings of, consolidations of, and subst‘tutlons for ‘the promissory note or agresment.

Deed of Trust. The words "Deed of Trust" meari this Deed of Trust among Grantor, Lender, and Trustee, and includes
without limitation all assignment and secunty intarest provisions reiating to the Personat Property and Rents,

Event of Default. The words *Event of Defalit" 'mean any of the events of default set forth in this Deed of Trust in the
events of defauit section of this Deed of Trust. ’

Existing Indebtedness. The words "Existing Indebtedness" mean the indebtedness described in the Existing Liens
provision of this Deed of Trust. .

action, proceeding, or

Grantor. The word "Grantor" means Morris Nilson and Gheryl NIISO

Improvements. The word "improvements" means all exlstmg and. future improvements, buildings, structures, mobile
homes affixed on tha Real Property, facilities, additions, rep|acements and other construction on the Real Property.

Indebtedness. The word “Indebledness” means all principai,- mterest and other amounts, costs and expenses payable
under the Credit Agraement or Related Documents, together with' all ‘réniawals 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 expenseas 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.

Lender. The word "Lender" means PEOPLES BANK, its successors and ass;gns =The words "successors or assigns”
mean any person or company that acquires any interest in the Credit Agreerment:” g

Personal Property. The words “Parsonal Property” mean all equipment, flxtures and othsr articles of personal property
now or hereafter owned by Grantor, and now or hereafter attached or affixed to the Real Property; together with all
accessions, paris, and additions to, all replacements of, and all substitutionsfor, any of such property; and together with
all issues and profits thereon and proceeds (including without limitation all msuranca proceeds and refunds of premiums)
from any sale or other disposition of the Property.

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

Real Property. The words "Real Property" mean the real property, interssts and rlghts ‘as further descnbed in this Deed
of Trust.

Related Documents. The words "Related Documents” mean all promissory notes, credit agreements Ioan agreements,
guaranties, security agreements, morigages, deeds of trust, security deeds, colfatéfaf mortgages and all other
instruments, agreements and documents, whether now or hereafter existing, executedin.‘confection with the
Indebtednass; provided, that the environmental indemnity agreements are not "Related Docuf'ne,nts and are not secured
by this Deed of Trust. R L

Rents. The word "Rents” means all present and fulure rents, revenues, incoms, issues, royaltles proflts and other
benefits derived from the Property. - - .

Trustee. The word "Trusteg" means Land Title Co. of Skagit County, whose mailing address is 111E. George Hopper
Rd, Burlington, WA 98233 and any substitute or successor frustees, . Lk

W
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