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FIRST AMERICAN TITLE CO.
DEED OF TRUST

DATE: May 21,2004
Reference # (if appllcable} Additional on page
Grantor{s): . G

1. Ernst, John E.

2. Ernst, Chrlstrnq Lo
Grantee(s)

1. PEOPLES BANK o

2. First American Title Co of Skag!t County, Trustee
Legal Description: LOT 17, "BRICKYARD CREEK DIVISION" Additional on page 2

Assessor's Tax Parcel ID#: 4587 OOQ O']:.--7_‘_{3006 (P102088}

THIS DEED OF TRUST is dated May 21 2004 among John E. Ernst and Christina L. Ernst,
husband and wife, who acquired title as Christina’ Drake, an unmarried individual and John
Etnst, an unmatried individual whose address is 726 Brick Lane, Sedro Woolley, WA 98284
{"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: 5713504-1 {Continued} Page 3

_:_a[SrJ_r:dbriate appeals, so0 long as Grantor has notified Lender in writing prior to doing so and so long as, in Lender's
i sale oginicn, Lender's interests in the Property are not jeopardized. Lender may require Grantor to post adequate
~BECUTITY Of, a surety bond, reasonably satisfactory to Lender, to protect Lender's interest.

Buty 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 ngcessary to protect and preserve the Property.

DUE" ON SALE . CONSENT BY LENDER. Lender may, at Lender’s option, (A} declare immediately due and payable all
sums secured by this Deed of Trust or (B) increase the interest rate provided for in the Credit Agreement or ather
daocumerit ewdencmg the Indebtedness and impose such other conditions as Lender deems apprapriate, upon the sale or
transfer, withdut, Lender’ 3. prior written consent, of all or any part of the Real Property, or any interest in the Real
Property. A "sale or transfer" means the conveyance of Real Property or any right, title or interest in the Real Property;
whether legal; beneficial or gquitable; whether voluntary or involuntary; whether by outright sale, deed, installment sale
contract, land contréct, contfact for deed, leasehold interest with a term greater than three (3} vears, lease-option
contract, or by sale, assrgnment or transfer of any beneficial interest in or to any land trust holding title to the Real
Propeity, or by any gther method of conveyance of an interest in the Real Property. However, this option shall not be
exercised by Lender if: éuch“exercisa is prohibited by federal law or by Washington law.

TAXES AND LIENS. The fcl[owmg pro\ﬂsrons relating to the taxes and liens on the Property are part of this Deed of
Trust:

Payment. Grantor shall pay wheri due {(and in all events prior to delinquency) all taxes, special taxes, assessments,
charges (including water and sewer) fines and impositions levied against ar on account of the Property, and shall
pay when due all claims for work done on or for services rendered or material furnished to the Property. Granter
shall maintain the Propertv free of all liens having priarity aver ar 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 provided:in this Deed of Trust.

Right to Contest. Grantor rnay withhdld.payment of any tax, assessment, or claim in connection with a good faith
dispute over the obligation to pay,. &0 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 (18) days after the lien arises or, if a lien is filed,
within fifteen {15) days after Graritor hasfotice:of the filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lender cash or‘a sufﬁcrgn't gorporate surety bond or other security satisfactory to Lender in an
amount sufficient to discharge the lienplus any costs and attorneys' fees, or ather charges that could accrue as a
rasult of a foreclosure or sale under the Yien] In amy comest, Grantor shall defend itself and Lender and shall
satisfy any adverse judgment befare enfotcement against the Property. Grantor shall name Lender as an additional
obligee under any surety bond furnished in the coftest proceedings.

Evidence of Payment. Grantor shall upon demand furnish to Lender satisfactory evidence of payment of the taxes
or assessments and shall authorize the approprlate governmental official to deliver to Lender at any time a written
statement of the taxes and assessments agalns’r the Property.

Notice of Construction. Grantor shall notify Lender at least fifteen (15} days before any work is commenced, any
services are furnished, or any materials are supplied to the Pmperty, if any mechanic's lien, materialmen’s lien, or
other lien could be asserted on account of the work, serviges, 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 fallowing prowsmns rE|atII"Ig to msurmg the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and rna"m’rain pdlirz_les of.. fire insurance with standard extended
coverage endorsements on a replacement basis for the full insurablé valie govering all Improvements on the Real
Property in an ameunt 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
company or companies reasonably acceptable to Lender. Grantor, upon Fequest, of Lender, will deliver 1o Lender
from time to time the policies or certificates of insurance in form satisfattory to Lender, including stipulations that
coverages will not be cancelled or diminished without at least thirty {30} days prigr. written notice to Lender. Each
insurance 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 other person; Should: the Real Property be located in
an area designated by the Directar of the Federal Emergency Managemént Agency-as a.special flood hazard area,
Grantor agrees to obtain and maintain Federal Flood Insurance, if available, within 45 .days after notice is given by
Lender that the Property is located in a special flood hazard area, for the full. unpald prrncrpal balance of the Ioan
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 otherwise required by Lender, and to maintain such tnsurance for the term of the loan.

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 ldss lf-Grantor fails to do
s0 within fifteen {15) days of the casualty. Whether or not Lender's security is impaired, LBnder may, at Lender's
election, receive and retain the proceeds of any insurance and apply the proceeds 10 the Jeduction of the
Indebtedness, payment of any lien affecting the Property, or the restoration and repair.of, 1he Property. If 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 satlsfactory proof of stich expenchture pay
or reimburse Grantor fram the procesds for the reasonable cost of repair or restoration i’ Grantaris riot in default
under this Deed of Trust. Any proceeds which have not been disbursed within 180 days aftér their receipt and
which Lender has not committed to the repair or restoration of the Property shall be used firgt t6 pay“any-amount
owing to Lender under this Deed of Trust, then to pay accruad interest, and the remainder, if any,.shall‘be applied
to the principal balance of the Indebtedness. If Lender holds any proceeds after payment 4 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 period in which any Existing Indebtedness descrlbed below is :';
in effect, compliance with the insurance provisions contained in the instrument evidencing “such E)ﬂstr.g_:f
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. <1 any .
proceeds from the insurance become payable on loss, the provisions in this Deed of Trust for division of: praceeds,"
shall apply only to that portion of the proceeds not payable to the halder of the Existing Indebtedness. e

LENDER'S EXPENDITURES. If Grantor fails {A) to keep the Property free of all taxes, liens, security |nterests

encumbrances, and other claims, (B} to provide any required insurance on the Property, {C} to make repairs ta the
Property or to comply with any obligation to maintain Existing Indebtedness in good standing as requlred below, then
Lender may do so. If any action or proceeding is cammenced that wrnuld matariclle ~dbane R M "4 the.

HERLRRRRAI
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DEED OF TRUST
* Loan No: 5713504-1 (Continued} Page 5

/Security Interest. Upon request by Lender, Grantor shall take whatever action is requested by Lender ta perfect
.+ and continue Lender’s security interest in the Personal Property. In addition to recording this Deed of Trust in the
~feab-property records, Lender may, at any time and without further authorization from Grantor, file executed
qounterpa__rfs, 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
{re‘move, se'ver or detach the Personal Property from the Property. Upon default, Grantar shall assemble any
- Personal Property not affixed 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 ta the
extent permatted by applicable law.

Addresses .The ._m-a|l|ng addresses of Grantor {(debtor) and Lender (secured party}l frem which information
concernmguth_e*z._secu_rity 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 ATTORNEY-IN-FACT. The following provisions relating to further assurances and
attorney-in-fact are a part of thls Deed of Trust:

Further Assurances At any “time, and from time to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause 1o be rmade, executed or delivered, to Lender or to Lender's designee, and when requested by
Lender, causa 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 mortgages, deeds of trust, security deeds, security
agreements, financing, Statéments, continuation statements, instruments of further assurance, certificates, and
other documents as, mav, in the sole opinion of Lender, be necessary or desirable in order to effectuate, complete,
perfect, continue, or'preserve. 1§ Grantor's obligations under the Credit Agreement, this Deed of Trust, and the
Retated Documents, and: {2} thexliens and security interests created by this Deed of Trust on the Property,
whether now owned or haréafter acguired by Grantor. Unless prohibited by law or Lender agrees to the contrary in
writing, Grantor shall relmburse Lender fer aII costs and expenses ingurred in gonnection with the matters referred
to in this paragraph. :

Attorney-in-Fact. |f 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 s expense. Far such purposes, Grantor hereby irrevocably appoints
Lender as Grantor's attorney-in-fact for the.pirpase of making, executlng. delivering, filing, recerding, and doing all
other things as may be necessary QF- deslrable, in Lender's sole apinion, to accomplish the matters referred to in
the preceding paragraph. k ,. :

FULL PERFORMANCE. If Grantor pays all the Indebtedness when due, terminates the credit line account, and otharwise
performs all the obligations imposed upon Grantor underthis Deed of Trust, Lender shali execute and deliver to Trustee
a request for full reconveyance and shall execlte and_dellver to Grantor suitable statements of termination of any
financing statement on file evidencing Lender's$ecurity interest in the Rents and the Personal Property. Any
reconveyance fes shall be paid by Grantor, if permitted by applicable law. The grantee in any reconveyance may be
described as the "persan 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 undér 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 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 repavment terms of the Credit Agreement. (C} Grantor’s action or
inaction adversely affects the collateral or Lender’s rights i the collaterai This can include, for example, failure tc
maintain required insurance, waste or destructive use of the dwelling; failure to pay taxes, death of all persans liable on
the account, transfer of title or sale of the dwelling, création-:0f & senior lien on the dwelling without Lender’s
permission, fareclosure by the holder of another lien, or the use.of funds or the dweilmg for prohibited purposes.

RIGHTS AND REMEDIES ON DEFAULT, I[f an Event of Default accurs under thls Deed of Trust, at any time thereafter,
Trustee or Lender may exercise any one or more of the following rights’ ‘and remed:es

Election of Remedies. All of Lender's rights and remedies W|tl be cumulatwe and may be exercised alone or
together. An election by Lender to choose any one remedy will hot bar Lender from using any other remedy. If
Lender decides to spend maney or to perform any of Grantor's obllgat:ons under “fhis 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 exercise
Lender's remedies. ;

Accelerate Indebtedness. Lender shall have the right at its option to declfare the en_tire Indebtedness immediataly
due and payable. E

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

UCC Remedies. With respect to all or any part of the Personal Property, Lender shall"have all the rights and
remeadies of a secured party under the Uniform Commercial Code. :

Collect Rents. Lender shall have the right, without notice to Grantor to take possessmn of end 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 fees directly to Lender. if. the Rents are collected by
Lender, then Grantor irrevocably designates Lender as Grantor's attorney-in-fact to endorse’ ‘instiuments.received in
payment thereof in the name of Grantor and te 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 for the demand existed. Lender may exercise; |ts rlghts under this
subparagraph either in person, by agent, or through a receiver. 5

Appoint Receiver. Lender shall have the right to have a receiver appointed to take pOSSRSsion ot aH or anv pert “of
tke Praperty, 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, over and above the costof
the receivership, against the Indebtedness. The receiver may serve without bond if permitted by law, Lende. s
right to the appointment of a receiver shail exist whether or not the apparent valug of the Property- exceeds he )
Indebtedness by a substantial amount. Employment by Lender shall not disqualify a person from servmg as a
receiver. : -

Tenancy at Sufferance. |f Grantor remains in possession of the Property after the Property is sold as prowded_---

above or Lender otherwise becomes entitled to possession of the Property upon default of Grantor, Grantor shall
become a tenant at sufferance of Lender or the purchaser of the Property and shall, at Lender’s optian, either" (1)
pay a reasonable rental for the use of the Property, or {2) wvacate the Property immediately upon the demand of

|w.ltmKgnmmtttltwlﬂ“ﬂ'W
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DEED OF TRUST
Loan No: 5713504-1 {Continued) Page 7

Jkendér has given up that right. |If Lender does agree 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
v~-thar if'Lender does censent to a request, that does not mean that Grantor will not have to get Lender's consent

agaln if-thé, situation happens again. Grantor further understands that just because Lender consents to one or
more of Grantor's requests, that does not mean Lender will be required to consent to any of Grantor's future
requests. Grantor waives presentment, demand for payment, protest, and natice of dishonor.

:Severahlhty i a court finds that any provision of this Deed of Trust is not valid or should not be enforced, that
tact-hy-itself W|II not mean that the rest of this Deed of Trust will not be valid or enforced. Therefore, a court will
enfarce. 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 Asslgns Subject to any limitations stated in this Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shalf be binding upon and inure to the benefit of the parties, their successors and assigns. |f
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 wnthout re!easmg Grantar from the obligations of this Deed of Trust or liability under the Indebtedness.

Time is of the Essence Tlme Jg of the essence in the performance of this Deed of Trust.

any action, proceeding, or
)

Waiver of Homestead Exemptlon Grantor hereby releases and waives all rights and benefits of the hamestead
exemption laws of the: State of Washmgton as to all Indebtedness secured by this Deed of Trust.

~Waive Jury. All partles tp .-thlksx.Deed of Trust hereby waive the right to
counterclaim brought by ény party against any other party. (Initial Here

DEFINITIONS. The following words shall have the following meanings when used in this Deed of Trust:
Beneficiary. The word "Beneflt:lary means PEOPLES BANK, and its successors and assigns.

Borrower. The word "Borrower means ‘John E Ernst and Christina L Ernst and includes all co- signers and
co-makers signing the Credit Agreement

Credit Agreement. The words "Eredit Agregment” mean the credit agreement dated May 21, 2004, with credit
limit of $15,000.00 from Grantor. to-Lender, together with all renewals of, extensions of, modifications of,
refinancings of, consolidations of, afd substitutions for the promissory note or agreement. NOTICE TG GRANTOR:
THE CREDIT AGREEMENT CONTAINS A VARIABLE INTEREST RATE.

Deed of Trust. The words "Deed of Tfus:c"'"mean Ahis Deed of Trust among Grantor, Lender, and Trustee, and
includes without limitation all asmgnment and securlty interest provisions relating to the Personal Property and
Rents. -

Event of Default. The words "Event of Défault'f~-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.

Existing Indebtedness. The words "Existing Indebtedness” mean the indebtedness described in the Existing Liens
provision of this Deed of Trust. p\i“““"",

Grantor. The word "Grantor” means Johm&”ﬁrnma W{, ‘Ernst.

3 ) .
Improvemnents. The word "lmprovernqhts“ eans all m@t future improvements, buildings, structurss,
mabile homes affixed on the Real Pro@‘érty, ‘facilities;, addnt|Qn @cements and other construction on the Real
Property. - . ‘ .-

Indebtedness. The ward "Indebtedngss means all prmmpal. i ter%t <and other amounts, costs and expenses
payable under the Credit Agreement ﬁﬁr; Related _Documentsf g oﬁther .with all renewals of, extensions of,
modifications of, consolidations of art sabgtiiutions for Agreement ar Related Documents and any
amounts expended or advanced by Lenﬂg?‘jo bligations or expenses incurred by Trustee or
Lender to enforce Grantor's obligations q? Sty t, together with interest on such amounts as
provided in this Deed of Trust. Specifica l?f, rﬂwmt aW “Indebtednsss includes all amounts that may be
indirectly secured by the Cross-Collateralization ffﬂﬁm»ﬁ‘ is D__eed of '[rUst.k;..-.-..-:

Lender. The word "Lender” means PEOPLES BANK, its successois and assigns: The words “successors or
assigns" mean any person or company that acquires any interest in the Cr'edit' Agreement

Personal Property. The words "Personal Property” mean all equipment, hxtures, and other articles of personal
property now or hereafter owned by Grantor, and now or hereafter ‘attached oF. afflxed 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 (ifeluding . W|thout limitation all insurance
proceeds and refunds of premiums} from any sale or other dispositicn 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, interests and nghts, as ﬁ.xnher described in this
Deed of Trust.

Related Documents. The words "Related Decuments™ mean all promissory notes. credi‘*’c‘ a‘greements, loan
agreements. guaranties, security agreements, martgages, deeds of trust, security deeds: collateral mgrtgages, and
all other instruments, agreements and documents, whether now or hereafter existing, executed in-¢onnection with
the Indebtedness; provided, that the environmental indemnity agreements are not "Related ﬂocuments and are
not secured by this Deed of Trust. S

Rents. The word "Rents" means all present and future rents, revenues, income, issues, rd#aiﬁss,“ hfofits, and
other benefits derived from the Property. ; : L,

Trustee. The word "Trustee" means First American Titie Co. of Skagit County, whose mailing address |s 1301 B
Riverside Drive, Mount Vernon, WA 98273 and any substitute or successor trustees. -

B
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