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DEED OF TRUST

DATE: July 17, 2005 A

Reference # (if apphcatﬂe) Additional on page
Grantor(s): L

1. Nichols, James R

2. Nichols, M Joyce

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

Legal Description: SECTION 25, TOWNSHIP 34 RANGE 3; PTN NW 1/4
AND SECTION 25, TOWNSHIP 34, RANGE 3
PTN GOV. LOT 3 . Additional on page 2

Assessor's Tax Parcel ID#: 340325- 0 025 0009 (P22696) / 340325-0-026-0008 (P22697) /
340325-2-007-0007 (P22738)

THIS DEED OF TRUST is dated July 17, 2003, among James R. Nichols and Joyce Nichols,
who also appears of record as M. Joyce Nichols; “husband and wife, whose address is 16342
Penn Road, Mount Vernon, WA 98273 ("Grantur"} 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 First American Title Co. of
Skagit County, whose mailing address is 1301-B Rlver5|de Drwe, Mount Vernon, WA 98273
{referred to below as "Trustee”). .
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DEED OF TRUST
7 Loan No: 5712911-1 (Continued]) Page 3

defmrency to the extent Lender is otherwise entitled to a claim for deficiency, before or after Lender's commencernent
JOF; completlon of any foreclosure action, either judicially or by exercise of a power of sale.

-;_PAYMENT ND PERFORMANCE. Except as otherwise provided in this Deed of Trust, Borrower shall pay to Lender all
-indebtedhess secmed by this Deed of Trust as it becomes due, and Borrower and Grantor shall strictly perform all their
respective obligations under the Credit Agreement, this Deed of Trust, and the Related Decuments,

POSSESSION AND MAINTENANCE OF THE PROPERTY. Borrower and Grantor agree that Borrower’s and Grantor's
possessmn and use of the Property shall be governed by the following provisicns:

Possessnon and. Use Until the occurrence of an Event of Default, Grantar may (1) remain in possession and
control of.the Praperty; (2) use, operate or manage the Property; and (3) 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 limitations on the Property. The Real Property is not used principally
for agncultural purposes

Duty to Maintain.” Grantor shall maintain the Property in good cendition and promptly perform all repairs,
replacements, and mamtenance necessary 10 preserve its value.

Nuizsance, Waste Grantor shall not cause, conduct of permit any nuisance nor commit, permit, or suffer any
stripping of or waste on of. fo 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, sail, gravel or rock products without Lender’s pricr written consent.

Removal of Improvements Grantor shall not demolish 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
Grantor to make arrangements satlsfactory to Lender to replace such Improvements with Improvements of at least
equal value. ik LK

Lender's Right to Enter. 'L_e:'nder___and KL_en"dif.'r's agents and representatives may enter upon the Real Property at all
reasonable times to attend-1o, Cender's:interests and to inspect the Real Property for purposes of Grantor's
compliance with the terms and conditions of this Deed of Trust,

Compliance with Governmental Requirements: Grantor shall promptly comply, and shall promptly cause
compliance by all agents, tenarts_ar-ather ‘jparsons or entities of every nature whatsoever who rent, lease or
otherwise use or occupy the Property im:dny'manner, with all laws, ordinances, and regulations, now or hereafter
in effect, of all governmental authorities applicable to the use or occupancy of the Property. Grantor may contest
in good faith any such law, ordinance,"or régulatieri: and withhald compliance during any proceeding, including
appropriate appeals, so long as Grantor has/notified Lender in writing prior to doing so and so long as, in Lender's
sole apinion, Lender's interests in the Property.-are.not jeopardized. Lender may require Grantor to post adequate
security or a surety bond, reasonably satlsfactory to Lender, to protect Lender's intarest.

Duty to Protect. Grantor agrees neither to;abendon or leave unattended the Property. Grantor shall do all other
acts, in addition to those acts set forth above. iri.this section, which fram the character and use of the Property are
reasgnably necessary to protect and preserve the: Property

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lender's® optmn {A} declare immediately due and payable all
sums secured by this Deed of Trust or (B} increase the intefegt rate. provided for in the Credit Agreement or other
document evidencing the Indebtedness and impose such other :andltlons as Lender deems appropriate, upon the sale or
transfer, without Lender's prior written consent, of all of 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; whether voluntary or |nvoluntary, whether by outright sale, deed, installment sale
cantract, land contract, contract for deed, leasehold interest.with-a tefm greater than three (3) years, lease-option
contract, or by sale, assignment, or transfer of any beneficial interest in“6f to ‘any land trust holding title to the Real
Property, or by any other method of conveyance of an interest in the Real Praperty, However, this option shall not be
exercised by Lender if such exercise is prohibited by federal law or b'y Washington:'law

TAXES AND LIENS. The following provisions relating to the taxes* and Irens on' the Property ara part of this Deed of
Trust:

Payment. Grantor shall pay when due {and in all events prior to dellnquency) alk taxes special taxes, assessments,
charges (including water and sewer}, fines and impositions levied against or ‘on acgount of the Property, and shall
pay when due all claims for work done on or for services rendered or material furnished to the Property. Grantor
shall maintain the Property free of all liens having priority over or equal to the interést of Lender under this Deed of
Trust, except for the lien of taxes and assessments not due, except for the Emstlng !ndebtedness referred to
below, and except as otherwise provided in this Deed of Trust. . : ;

Right to Contest. Grantor may withhold payment of any tax, assessment, or clalm i connecmon with a good faith
dispute over the obligation to pay, so long as Lender's interest in the Property is.not Je0pardrzed If a lien arises or
is filed as a result of nonpayment, Grantor shall within fifteen {15} days after ithe lien arises or, if a lien is filed,
within fifteen {15) days after Grantor has notice of the filing, secure the discharge of the.fien, or if requested by
Lender, deposit with Lender cash or a sufficient corporate surety bond or other security sadtisfactory to Lender in an
amount sufficient to discharge the lien plus any costs and attorneys’ fees, or other tharges that could accrue as a
result of a foreclosure or sale under the lien. In any contest, Grantor shall defend itselfand:Lender and shall
satisfy any adverse judgment bafore enforcement against the Property. Grantor shall name Lender as’@n addmonai
obligee under any surety bond furnished in the contest proceedings. . 3

Evidence of Payment. Grantor shall upon demand furnish to Lender satisfactory evidence'of payment of 1he taxes
or assessments and shall authorize the appropriate governmental official to deliver to Lender at any tlme a wrrtten
statement of the taxes and assessments against the Property. :

Notice of Construction. Grantor shall notify Lender at least fifteen (15] days before any work is commenced any
sarvices are furnished, or any materials are supplied to the Property, if any mechanic's lien, materralmen s, lien, or
other lien could be asserted on account of the work, services, or materials and the cost exceeds $1, 000.00:,
Grantor will upon request of Lender furnish to Lender advance assurances satisfactory to Lender that. Grantor can !
and will pay the cost of such improvements. :

PROPERTY DAMAGE INSURANCE. The following provisions relating to insuring the Property are a part of thiS De
Trust.

Maintenance of Insurance. Grantor shall procure and maintain policies of fire insurance with standard exte‘nde‘d a
coverage endorsements on a replacement basis for the full insurable value covering all improvements on the Real
Property in an amount sufficient to avoid application of any coinsurance clause, and with a standard mortgagee
clause in favor of Lender, together with such other hazard and liability insurance as Lender may reasonably require.

Policies shall be written in form, amounts, coverages and basis reasonably acceptable to Lender and issued by a .~

T
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DEED OF TRUST
{Continued) Page 5

_:.r'e:p_re"eented in the proceeding by counsel of its own choice all at Grantor's expense, and Grantor will deliver or
" galse to be delivered to Lender such instruments and documentation as may be requested by Lender from time to
~timeto 'permit such participation.

Appllcatlon of Net Proceeds. If all or any part of the Property is condemned by eminent domain proceedings or by
~any proceeding or purchase in fieu of condemnation, Lender may at its election require that all or any portion of the
i ngt progeeds: 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

incarred by Trustee or Lender in connection with the condemnation,

IMPOSITION OF TAXES; FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES. The following provisions relating
to governmental taxes fees and charges are a part of this Deed of Trust:

Current Taxes. Fees and Charges. Upon request by Lender, Grantor shall execute such documents in addition to
this Deed of Trust and take whatever other action is requested by Lender to perfect and continue Lender's lien on
the Real Praperty. ~Grantor shall reimburse Lender for all taxes, as described below, together with all expenses
incurred in recording, pérfecting or continuing this Deed of Trust, including without limitation all taxes, fees,
documentary starnps, ‘and ‘gther charges for recording or registering this Deed of Trust.

Taxes. The fellewrng shail constltute taxes to which this section applies: {1) a specific tax upon this type of
Deed of Trust or upon all or any part of the Indebtedness secured by this Deed of Trust; {2) a specific tax on
Borrower which Borrowet is-authorized or required to deduct from payments on the Indebtedness secured by this
type of Dead of Trust;* (31" a.taXen this type of Deed of Trust chargeable against the Lender or the holder of the
Credit Agreement; sad (4] ~a specrfrc tax on all or any portion of the Indebtedness or on payments of principal and
interest made by Berrower

Subsequent Taxes. If any. tax to whrch this section applies is enacted subsequent to the date of this Deed of
Trust, this event shall have the same effect as an Event of Default, and Lender may exercise any or all of its
available remedies for an-Event.of Default as provided below 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 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 a
security agreement are a part of this Degd.af Trust" £

Security Agreement. This mstrumen‘t shall constltute 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 amended from time to time. . :

Security Interest. Upon reguest by Leride‘r, Grantor shall execute financing statements and take whatever other
action is requested by lLender to perfect arid gontinue 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 countarparts, copies or reproductions of this Deed of Trust as a financing
statement. Grantor shall reimburse Lender:for all expenses incurred in perfecting or continuing this security
interest. Upon default, Grantor shall not remoue,” sever or detach the Personal F'roperty from the Praperty. Upon
default, Grantor shall assemble any Personal Property not- afflxed to the Property in a manner and at a place
reasonably convenient to Grantor and Lender and make it-available.to Lender within three (3) days after receipt of
written demand from Lender to the extent permitted by apphcable Iaw

Addresses. The mailing addresses of Grantar {debtor} and Lender {secured party) from which information
concerning the security interest granted by this Deed of Trust. may be obtained (each as reguired by the Uniterm
Commercial Code} are as stated on the first page of this Deed of. Trust

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The followrng provnsrons relating te further assurances and
attorney-in-fact are a part of this Deed of Trust: Sog :

Further Assurances. At any time, and from time to time, upon request of’ Lender Grantor will make, execute and
deliver, or will cause to be made, executed or delivered, to Lender.or to Lender s designee, and when requested by
Lender, cause to be filed, recorded, refiled, or rerecorded, as the casé may bes.at such times and in such offices
and places as Lender may deem appropriate, any and all such mofrtgagés, deeds of. trust, security deeds, security
agreaments, 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) Borrawer's and Grantor's abligations under the: Credlt Agreement, this Deed of
Trust, and the Related Documents, and (2) the liens and security interests created by:ihis Deed of Trust on the
Property, whether now owned or hereafter acquired by Grantor. Unless prohlblted by-faw: or Lender agrees to the
contrary in writing, Grantor shall reimburse Lender for all costs and expenses mr:urred in connection with the
matters referred to in this paragraph. EA

Attorney-in-Fact. If Grantor fails to do any of the things referred to in the precedmg paragraph Lender may do s0
for and in the name of Grantor and at Grantor's expense. For such purposes, Grantor hereby imgvocably appoints
Lender as Grantor's attarney-in-fact for the purpose of making, executing, delivering; fiiing,‘recording, and doing all
other things as may be necessary or desirable, in Lender's sole opinion, to accomplish the matters refarred to in
the preceding paragraph. .

FULL PERFORMANCE. |f Borrower pays all the Indebtedness when due, terminates the credlt Ilne agcount, and
otherwise performs all the abligations imposed upon Grantor under this Deed of Trust, Lend&r shalllexecute and deliver
to Trustee a request for full reconveyance and shall execute and deliver to Grantor suitable statements of termination of
any financing statement on file evidencing Lender's security interest in the Rents and the Personal Property Any
reconveyance fee shall be paid by Grantor, if permitted by applicable law. The grantee in any reconveyance .may be
described as the "person or persons legally entitled thereto”, and the recitals in the reconveyarice’ of any matters or
facts shall be conclusive proof of the truthfulness of any such matters or facts. E

EVENTS OF DEFAULT. Grantor will be in default under this Deed of Trust if any of the following happen (A} Grantor
commits fraud or makes a material misrepresentation at any time in connection with the Credit Agreernent “This can®.
include, for example, a false statement about Barrower's or Grantor's income, assets, liabilities, or any other aspegts of »
Borrower's or Grantor's financial condition. {B) Borrower does not meet the repayment terms of the Credit Agreement
(C) Grantar's action or inaction adversely affects the collateral or Lender's rights in the collateral. This can inglude, fof E
example, failure to maintain required insurance, waste or destructive use of the dwaelling, failure to pay taxes, death pf .+~
all persons liable on the account, transfer of title or sale of the dwelling, creation of a senior lien on the dwelling .-
without Lender's permission, foreclosure by the heolder of another lien, ar the use of funds or the dwelling for prohibrted.:"
purposes.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default oceurs under this Deed of Trust, at any time therea"fter,
Trustee or Lender may exercise any ane or more of the following rights and remedies:

ey
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DEED OF TRUST
* Loan No: §712911-1 (Continued) Page 7

NOTICES Subject 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
notiee of- sale- shall be given in writing, and shall be effective when actually delivered, when actually received by
~--_telefac:;|m1le {uriless otherwise required by law}, when deposited with a nationally recegnized overnight courier, or, if
mailéd,swhen 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 fareclosure 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 beglnnlng of
this Deed af- Trust. ,Any person may change his or her address for notices under this Deed of Trust by giving farmal
writteén notlce to the other person or persons, specifying that the purpose of the notice is to change the person's
address. " ‘For notice ‘purposes, Grantor agrees to keep Lender informed at all times of Grantor's current address.
Subject to applicable law: and except for notice required or allowed by law to be given in another manner, if there is
more than gne.Grantor, any notice given by Lender to any Grantor is deemed to be notice given to all Grantors. It will
be Grantor's: responsibility to-teil the others of the notice from Lender,

MISCELLANEQUS PROVISIONS The fallowing miscellaneous provisions are a part of this Deed of Trust:

Amendments. What is wntten in this Deed of Trust and in the Related Documents is Grantor's entire agreement
with Lender concermng the.matters covered by this Deed of Trust. To be effective, any change or amendment to
this Deed of Trust must be in‘writing and must be signed by whoever will be bound or obligated by the change or
amendment. :

Caption Headings. Capt'ion“’headings in this Deed of Trust are for convenience purposes only and are not to be
used to interpret ar defme the prowsmns of this Deed of Trust.

Merger. There shall be ng merger of the interest or estate created by this Deed af Trust with any other interest or
estate in the Property at anv time heid by or for the benefit of Lender in any capacity, without the written consent
of Lender.

Governing Law. This Deed of Trust mllﬂ be governed.by and interpreted in accordance with federal law and the
laws of the State of Washington.’ This Daad of Trust has been accepted by Lender in the State of Washington.

Choice of Venue. If there is a Iawsmt Grantor agrees ‘upon hehder s request to submit to the jurisdiction of the
courts of SKAGIT County, State. of Washlngton

Joint and Several Liability. All obhgatlons of Borrower and Grantor under this Deed of Trust shall be joint and
several, and all references to Grantarshall mizah each and every Grantor, and all references to Borrower shall mean
each and every Borrower. This meane that each Borrower and Grantor signing below is responsible for all
abligations in this Deed of Trust. Eoag

No Waiver by Lender. Grantor understahds Lender'will nat give up any of Lender’s rights under this Deed of Trust
unless Lender does so in writing. The fact that Lender delays or omits to exercise any right will not mean that
Lender has given up that right. If Lender does agres in writing to give up one of Lender’s rights, that does not
mean Grantor will not have to comply with the_ other provisions of this Deed of Trust. Grantor also understands
that if Lender does consent to a request, that d‘oes not mean that Grantor will not have to get Lender's consent
again if the situation happens again. Granter'further understands that just because Lender cansents 1o ane or
more of Grantor's requests, that does not mean Lender erI be: required to consent to any of Grantor's future
requests. Grantor waives presentment, demand for payment protest and notice of dishonor,

Severability. |f a court finds that any provision of this Deed of Trust is not valid or should not be enforced, that
fact by itself will not mean that the rest of this Deed of Trust will not ke valid or enforced. Therefore, a court will
anforce the rast of the provisions of this Deed of Trust’ even if a prowsmn of this Deed of Trust may be found to be
invalid or unenforceable. : .

Successors and Assigns. Subject to any limitations stated in this _De'e"d' '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,; Lénder, 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
extansion without releasing Grantor from the obligations of this Deed of ’Trust ar Ilablhtv under the Indebtedness.

Time is of the Essence. Time is aof the essence in the performance of this Deed _of Trust.

Waive Jury. All parties to this Deed of Trust hereby waive the right to g Ldny action, proceading, or

counterciaim brought by any party against any other party. {(Initial Here

Waiver of Homestead Exemption. Grantor hereby releases and waives all right. and benefits of the homestead
exemption laws of the State of Washington as ta all Indebtedness secured bv ‘thlS Deed of Trust.

DEFINITIONS. The following words shall have the following meanings when used in thIS Deed of Trust

Beneficiary. The word "Beneficiary™ means PEOPLES BANK, and its successors-;an.d assigns:

Borrower. The word "Borrower" means M Joyce Nichols and James R Nicholsﬁ- a’nd all-.oth._er'pe_r_sons and entities
signing the Credit Agreement.

Credit Agreement. The words "Credit Agreement” mean the credit agreement dated Julv 17 2003 with credit
limit of $50,000.00 from Borrower to Lender, together with all renewals of, extensions -of, modifications of,
refinancings of, consalidations of, and substitutions for the promissory note or agreemen__ NOTICE TO GRANTOR
THE CREDIT AGREEMENT CONTAINS A VARIABLE INTEREST RATE. : :

Deed of Trust. The words "Deed of Trust” mean this Deed of Trust among Grantor, Lender, '"a'rid Trustee, and
includes without limitation all assignment and security interest provisions relating to the F'ersonal Property and
Rents. Lo .

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

Existing Indebtedness. The words "Existing Indebtedness” mean the indebtedness described in the Exlstlng L|ens“-‘:.
provision of this Deed of Trust. .

Grantor. The word "Grantor” means James R Nichols and M Joyce Nichols,

Improvements. The word "Improvements” means all existing and future improvements, buildings, structures.u--'" .
mobile homas affixed on the Real Property, facilities, additions, replacements and other construction on the Real
Property. ECI

Indebtedness. The word "Indebtedness” means ali principal, interest, and other amounts, gosts and exp'ens*es
payable under the Credit Agreement ar Related Documents, together with all renewals of, extensions of,
madifications of, consalidations of and substitutions for the Credit Agreement or Related Documents and anv
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