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DEED OF TRUST

DATE: May 20, 2004 * -

Reference # (if appli‘c’j;éb‘le):""x Additional on page
Grantor{s): - :
1. Smith, Eric R -

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

Legal Description: SECTION 1, TOWNSHIP 36, RANGE 3;
PTN. GOVERNMENT LOT 6 AND PTN. NE 1/4 = SE 1/4 Additional on page 2

Assessor's Tax Parcel ID# 360406-3-007-0019(P48948) and 360301-4-001-0005(P47558)

THIS DEED OF TRUST is dated May 20. 2004, among Eric R. Smith, as his separate estate,
whose address is 550 Old Highway 99 North Road,:Bellingham, WA 98229 ("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 First American Title Co. of Skagit County, whose mailing address is 1301-B
Riverside Drive, Mount Vernon, WA 98273 (referred to. below.as "Trustee”).
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DEED OF TRUST
Loan No: 5713246-1 (Continued) Page 3

Jeorphance by all apents, tenants or other persons or entities of every nature whatsoever who rent, iease or
- otherwise use or occupy the Property in any manner, with all laws, ordinances, and regulations, now or hereafter
#in efféb‘t',‘-qf all governmental authorities applicable to the use or occupancy of the Property. Grantor may contest
in good fei"th any such law, ordinance, or regulation and withhold compiiance 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
:stle opinion,’Lender's interests in the Praperty are not jeopardized. Lender may require Grantor t0 post adequate

" security of a;surety bond, reasonably satisfactory to Lender, to protect Lender's interest.

'D=|.'ity.,to"'Prdteet:':’ Grantor agrees neither to abandon or leave unattended the Property. Grantor shall do all ather
acts, in-addition.to"those acts set forth above in this section, which from the character and use of the Properly are
reasonably‘necessary to protect and preserve the Property.

DUE ON SALE +'COMSENT-BY LENDER. Lender may, at Lender's option, (A} declare immediately due and payable all
sums secured by this: Deed~af Trust or {B) increase the interest rate provided for in the Credit Agreament or other
document evidencing' the Indebtedness and impose such other conditions as Lender deems appropriate, upen the sale or
transfer, without Lender's. | lor written consent, of all or any part of the Real Property, or any interest in the Real
Praperty. A "sale or'transfer” means the conveyance of Real Property or any right, title or interest in the Real Property;
whether legal, beneﬂerai qQre equutable, whether voluntary or involuntary; whether by outright sale, deed, installment sale
contract, land coritract, contract for deed, leasehold interest with a term greater than three (3} years, lease- -option
contract, or by sale, assignment, or transfer of any beneficial interest in or to any land trust holding title to the Real
Property, or by any other method‘of conveyance of an interest in the Real Property. However, this option shall not be
exercised by Lender if such exermse g prohlblted by federal law or by Washington iaw.

TAXES AND LIENS. The: followmg prowswns relating to the taxes and liens on the Property are part of this Deed of
Trust:

Payment. Grantor shall riay'ri when du_e;-:(and in 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 wark done orfor for services rendered or material furnished to the Praperty. Grantor
shall maintain the Property frée of alr Ilens having priority over or equal to the interest of Lender under this Deed of
Trust, except for the lien of taxes and assessments not due, except for the Existing Indebtedness referred to
below, and except as otherwise: prowded in. thls Deed of Trust.

Right to Contest. Grantor may wrthhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the obligation to pay, so-fong 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 hag notice of tHe filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lender cash or a sufficient corparate 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 lign. <In any contest, Grantor shall defend itself and Lender and shall
satisfy any adverse judgment before enforcement against the Property. Grantor shall name Lender as an additional
obligee under any surety bond furnished in the d‘ontest proceedings.

Evidence of Payment, Grantor shall upon demand furnish to Lender satisfactory evidence of payment of the taxes
or assessments and shall authorize the appropriate governmental official to deliver to Lender at any time a written
statement of the taxes and assessments against the Preperty e

Notice of Construction. Grantor shall notify Lender at Ieast flfteen (1 5} days before any work is commenced, any
services are furnished, er any materials are supplied to the Property, if any mechanic's lien, materialmen'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 satrsfactory to Lender that Grantor can
and will pay the cost of such improvements. . .

PROPERTY DAMAGE INSURANCE. The following provisicns reletlng to msurmg the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and maintair’l.' polieies --6f:fire insurance with standard extended
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 coingurance clause, and with a standard mortgagee
clause in favor of Lender, together with such other hazard and liahility insurance as. Lender may reasonably require.
Policies shall be written in form, amounts, coverages and basis reasonably acceptabie to Lender and issued by a
company of companies reasonably acceptable to Lender. Grantor, upon fequest of Lender, will deliver to Lender
from time to time the policies or certificates of insurance in form satisfactary to Lender, including stipulations that
coverages will not be cancelled or diminished without at least thirty {30) days-prior writien notice to Lender. Each
insurance policy also shall include an endorsement providing that coveragé-in.favor-of Liander 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 agrees to obtain and maintain Federal Flood Insurance, if avaitable, within' 45 days’ aftér natice is given by
Lender that the 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 laan, up to the maximum policy irmlts set’under the National Flood
Insurance Program, or as atherwise required by Lender, and to maintain such insurarice’ for the term of the lpan,

Application of Proceeds. Grantor shall promptly notify Lender of any 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
80 within fifteen (15} days of the casualty, Whether or not Lender's security is impaired, Lender may, at Lendet's
election, receive and retain the proceeds of any insurance and apply the proceeds to the' reductlon af the
Indebtedness, nayment of any lien affecting the Property, or the restoration and repair of ‘the .Property,."1f"Lender
elects to apply the proceeds to restoration and repair, Grantor shall repair or replace the damaged or destroyed
Improvements in a manner satisfactory to Lender. Lender shall, upon satisfactory proof of such expenditure, pay
or reimburse Grantor from the proceeds for the reasonable cost of repair or restoration if Granter is:not in default
under this Deed of Trust. Any proceeds which have not been disbursed within 180 days after. their receipt ‘and
which Lender has naot committed to the repair or restoration of the Property shall be used first 1o 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

Compliance with Existing Indebtedness. During the perniod in which any Existing Indebtedness descrlbed below ig.

in effect, compliance with the insurance provisions contained in the instrument evidencing such Exrstmg

Indebtedness shall constitute compliance with the insurance provisions under this Deed of Trust, to the extent’
compliance with the terms of this Deed of Trust would constitute a duplication of insurance requirement. If any
proceeds from the insurance become payable on loss, the provisions in this Deed of Trust for division of proceeds
shall apply only to that portion of the proceeds not payable to the holder of the Existing Indebtedness.

L
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DEED OF TRUST
© Loan No: 5713246-1 (Continued) Page 5

_:Seeu'r’ity Agreement. This instrument shall constitute a Security Agreement to the extent any of the Property
" eonstitutes fixtures, and Lender shall have all of the rights of a secured party under the Unifarm Commercial Code
88 amended from time to time.

Security Interest Upon request by Lender, Grantor shall take whatever action is requested by Lender to perfect

sanid continue: Lender's security interest in the Personal Property. In addition to recording this Deed of Trust in the
irgal prope_rt\(_ records, Lender may, at any time and without further authorization from Grantor, file executed
‘counterparts, copies or reproductions of this Deed of Trust as a financing statement. Grantor shall reimburse
Lender-for -all expenses incuired in perfecting or continuing this security interest. Upon default, Grantor shall not
remave, sevel or detach the Personal Property from the Property. Upon default, Grantor shall assemble any
Personal Property.nat affixed to the Property in a manner and at a place reasonably conveniant to Grantor and
Lender and-make it.available to Lender within three (3) days after receipt of written demand from Lender to the
extentpermitted by applicable law.

Addresses, THe mamng addresses of Grantor (debtor}) and Lender (secured party) from which information
cancerning the secunty interest granted by this Deed of Trust may be abtained {each as required by the Uniform
Commaergial Code] are, as stared on the first page of this Deed of Trust.

FURTHER ASSURANCES_ ATTORNEY IN-FACT. The following provisions relating to further assurances and
attorney-in-fact are a part of- th|s Deed of Trust:

Further Assurances. At_.any_--ﬂme, and from time to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause t¢ be ‘made“exgcuted or delivered, to Lender or to Lender's designee, and when requested by
Lender, cause to beifiled, recorded reflled or rerecarded, as the case may be, at such times and in such offices
and places as Lender: may’ desm appropnate, any and all such mortgages, deeds of trust, security deeds, security
agreements, financing statéments, 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} Grantar's obligations under the Credit Agreement, this Deed of Trust, and the
Related Documents, and {2) ‘the liéns-and security interests created by this Deed of Trust on the Property,
whether now owned or hereaftsr aeqmred by Grantor. Unless prohibited by law or Lender agrees to the centrary in
wntmg, Grantor shall renmburse Lender far an costs and expenses incurred in connection with the matters referred
to in this paragraph.

Attorney-in-Fact. If Grantor falls to do any of the things referred to in the preceding paragraph, Lender may do so
for and in the name of Grantor and-at Grantor 5 expense. For such purposes, Grantor hereby irrevocably appeints
Lender as Grantor's attarney-in-fact for thepurpose of making, executing, delivering, filing, recording, and doing all
other things as may be necessary or desnrab]e, ln Lender s sole opinion, to accomplish the mattars referred to in
the preceding paragraph.

FULL PERFORMANCE. If Grantor pays all the Indebtedness when due, terminates the credit line account, and otherwise
perfarms all the obligations imposed upan Grantor under this Deed of Trust, Lender shall execute and deliver to Trustee
a request for full reconveyance and shall executeand 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 faw. The grantee 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. ot facts.

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 ¢onnection with the Credit Agreement. This can
include, for example, a false statement about Grantor's ingome, assets, liabilities, or any other aspects of Grantor's
financial condition. (B) Grantor does not meet the repaymerit téfms of the-Gredit Agreement. {C} Grantor’s action or
inaction adversely affects the collateral or Lender's rights in the-tollateral... This can include, for example, failure to
maintain required insurance, waste or destructive use of the dwelling: faifure t6_pay taxes, death of all persons liable an
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 holder of another lien, or the use of funds or the dwelllng for prohibited purposes.

RIGHTS AND REWMEDIES ON DEFAULY. If an Event of Default occurs under th|5 Deed ot Trust, at any time thereatter,
Trustee or Lender may exercise any one ar more of the following rights. and remednes""

Election of Remedies. All of Lender's rights and remedies will be cumulatlve and may be exercised alone or
together. An election by Lender to choose any one remedy will not bar Lender frem using any other remedy. If
Lender decides to spend money or to perform any of Grantor’s obligations Lnder this Deed of Trust, after Grantor's
failure to do so, that decision by Lender will not affect Lender’s right to: declare Grantor m default and to exercise
Lender's remedies.

Accelerate Indebtedness. Lender shall have the right at its option to declaré"'t'ne enti_re Indebtedness immediately
due and payable. ;

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have: the nght to exercise its
power of sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by judicial
foreciosure, in either case in accordance with and to the full extent provided by applucable Iaw

UCC Remedies. With respect to alt or any part of the Parsonal Property, Lender shall have ail the nghts and
remedies of a secured party under the Uniform Commercial Code. & :

Collect Rents. Lender shall have the right, without notice to Grantor to take possé&ssion o d manage the
Property and collect the Rents, including amounts past due and unpaid, and apply the-net preceeds, over and
above Lender's costs, against the indebtedness. In furtherance of this right, Lender may: requlre any ténant or
other user of the Property to make payments of rent or use fees directly to Lender. If the He‘nts“ére collected by
Lender, then Grantor irrevocably designates Lender as Grantor's attorney-in-fact to endorse instrumerts recelved in
payment thereof in the name of Grantor and to negotiate the same and collect the proceads. Payments by tendnts
or ather 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 for the demand existed. Lender may exercise its nghts under thlsx_
subparagraph either in person, by agent, or through a receiver. .

Appoint Receiver. Lender shall have the right to have a receiver appointed to take possession of all or any. pa_
the Property, with the power to protect and preserve the Property, to operate the Property precedmg or periding

foreclosure or sale, and to collect the Rents from the Property and apply the proceeds, over and above the: cost 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 valug of the Property exceeds the.~
Indebtedness by a substantial amount. Employment by Lender shall not disqualify a person from servmg _=____-a

receivear.
Tenancy at Sufferance. |f Grantor remains in possessio - “r ~far the Property is sold as provided .-
i ﬂW
| WWWWW
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DEED OF TRUST
“ Loan No: 5713246-1 (Continued) Page 7

unless Lender does so in writing. The fact that Lender delays or amits to exercise any right will not mean that
~ Lehder has given up that right. If Lender does agree in writing to give up one of Lender's rights, that does not
~mean Gra-ntor 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 does nat mean that Grantor will not have to get Lender's consent
agdin if the ‘situation happens again. Grantor further understands that just because Lender consents to one or
{m'ore of Grantor's requests, that does not mean Lender will be required to consent to any of Grantor's future
5 requests._.-Gréntor waives presentment, demand for payment, protest, and notice of dishonor.

Severability. if-a gourt finds that any provision of this Deed of Trust is not valid or should not be enforced, that
faet. by, itself-wilk.not mean that the rest of this Deed of Trust will not be valid or enforced. Therefore, a court will
enforce the regt of the pravisions of this Deed of Trust even if a provision of this Deed of Trust may be found to be
invalid of unanforceable.

Successors and Assigns, Subject to any limitations stated in this Deed of Trust on transfer of Grantor's interest,
this Deed ot Trust shall be binding upon and inure to the benefit of the parties, their successors and assigns. If
awnership of the_.F-’foper'ty ‘becomes vested in a person other than Grantor, Lender, without notice to Granter, may
deal with Grantor's sugccessors with reference to this Deed of Trust and the Indebtedness by way of forbearance or
extension with‘opt"'relea-einga_ﬁrantor from the cbligations of this Deed of Trust or liability under the Indebtedness.

Time Is of the Essence: “Time istof the essence in the performance of this Deed of Trust.

Waive Jury. All parties to this Deed of Trust hereby waive the right to any action, proceeding, or

counterclaim brought by any party agamst any othar party. (Initial Here

&)
Waiver of Homestead Exemptlon Grantoa‘ hereby releases and waives all rights and benefits of the homestead
axemption laws of the State of Washmgton as to all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The following words shali: have the following meanings when used in this Deed of Trust:

Beneficiary. The word "Beneﬁclary meane PEOPLES BANK, and its successors and assigns.

Borrower. The word "Borrovier” means Eric R Smith and includes all co-signers and ca-makers signing the Credit
Agreement. -

Credit Agreement. The words "Cred|t Agree ent" mean the credit agreement dated May 20, 2004, with credit
limit of $90,000.00 from Grantor to-Lender, together with all renewals of, extensions of, modifications of,
refinancings of, consolidations of, and“substitutions for the promissory note or agreement. NOTICE TO GRANTOR:
THE CREDIT AGREEMENT CONTAINS A: VAR,IABLE INTEREST RATE.

Dead of Trust. The words "Deed of Trust® mean this Deed of Trust among Grantor, Lender, and Trustee, and
includes without limitation alf asmgnment and securlty interest provisions relating to the Personal Property and
Rents.

Event of Default. The words "Event of Deféult~'f_ mean any of the events of default set forth in this Deed of Trustin
the events of default section of this Deed of Trl.i'st

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

Grantor. The word "Granter” means Eric R Smith.

Improvements. The word "Improvements” means 3ll_€xisting and future improvements, buildings, structures,
mobile homes affixed on the Real Property, facilities, addmons, replacements and other construction on the Real
Property. . . .

Indebtedness. The word "Indebtedness" means all prind‘ipai‘, 'intéie_st,. 'ar'\d other amounts, costs and expenses
payable under the Credit Agreement or Related Documents;’ tegether with all renewals of, extensions of,
modifications of, consolidations of and substitutions for the Crédit Agreement or Related Documents and any
amounts expended or advanced by Lender to discharge Grantor's obligations or expenses incurred by Trustee or
Lender to enforce Grantor's obligations under this Deed of Trust, together with interest on such amounts as
provided in this Deed of Trust. Specifically, without limitation;. Indebtedness.includes all amounts that may be
indirectly secured by the Cross-Collateralization provision of this Déed.ef Trust. k

Lender. The word “Lender" means PEQPLES BANK, its successors aﬁd:'éssigﬁe.ﬁ_ The words "successors or
assigns" mean any person or company that acquires any interest in the Credit Agreement.

Personal Property. The words "Personal Property" mean all equipment,” fixtures, and.other articles of personal
property now or hereafter owned by Grantor, and now or hereafter attachéd 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 (lncludmg ‘withaut I|m|tat|on all insurance
proceeds and refunds of premiums) from any sale or other disposition of the Property :

Property. The word "Property” means cellectively the Real Property and the Personal Property

Real Property. The words "Real Property” mean the real property, interests and rlghts as further descnhed in this
Deed of Trust. Ea

Related Documents. The words "“Related Documents” mean all promissory notes; credlt agreements, loan
agreements, guaranties, security agreements, mortgages, deeds of trust, security deeds,- ‘collateral-mortgages, and
ali other instrurments, agreements and documents, whether now of hereafter existing, executed in._gonnection with
the Indebtedness; provided, that the environmental indemnity agreements are not "Helated Do::ume‘nts and are
not secured by this Deed of Trust. R : .

Rents. The word "Rents” means all present and future rents, revenues, income, issues, rovalt:es proflts, and
other benefits derived from the Property. i :

Trustee. The word "Trustee” means First American Title Co. of Skagit County, whose mailing address qs' 1301 B
Riverside Drive, Mount Vernon, WA 98273 and any substitute or successor trustees. . : FY
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