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_Skaglt State Bank o [
" +/Main Office
* 301 E-'Fairhaven Ave

P O'Box 285

/. Burlinglon, WA 98233

CHICAGO TITLECO. . SEED OF TRUST

DATE: May 3, 2004 =

Reference # (if appllcable) Q31Q2§ / Additional on page
Grantor(s):

1. NELSON, HAYW :

2. NELSOCN, MARGARET

Grantee(s)
1. Skagit State Bank -
2. Chicago Title Company of Belllngham Trustee

Lega! Description: TRACT B SP#43—78 SP2—230 BEING A PTN OF GOVERNMENT LOT &, SEC
6, T34N, RAEWM Additional on page 4

Assessor's Tax Parcel |ID#: 340406—0—035—-0009

THIS DEED OF TRUST is dated May 3, 2004, arnong. RAY NELSON and MARGARET NELSON,
HUSBAND AND WIFE, whose address is 7808 NE-LOOWIT LOOP #95, VANCOUVER, WA
98662 ("Grantor"); Skagit State Bank, whose mailing address is Main Office, 301 E. Fairhaven
Ave, P O Box 285, Burlington, WA 98233 (rejérred to below sometimes as "Lender” and
sometimes as "Beneficiary"); and Chicago Tille- Company of Bellingham, whose mailing
address is 425 COMMERICAL STREET, MOUNT VERNON WA 98273 (referred to below as
"Trustee").
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1COIWEYANCE AND GRANT. For valuable consideration, Grantor conveys fo Trustee In trust with power of sale, right
»of-entry and possession and for the benefit of Lender as Beneficiary, all of Grantor’s right, title, and interest in and to the
following” described real property, together with all existing or subsequently erected or affixad buildings, improvements and
fidtures; all sasements, rights of way, and appurtenances; all water, water rights and ditch rights (including stock in utilities
with ditch or |rngat|on rights); and all other rights, royalties, and profits relating to the real property, including without limitation
alt minerals, oil, gas, gaothermal and similar matters, (the "Real Property”) located in SKAGIT County, State

- of Washlngton. L

_ TRACT: B, SKAGlTF COUNTY.SHORT PLAT NO:43-78, APPROVED JUNE 14, 1978, AND
o RECORDED JUNE 15, 1978, IN VOLUME 2 OF SHORT PLATS, PAGE 230, UNDER
AUDITOR’S FILE NQ. 881467, RECORDS OF SKAGIT COUNTY, WASHINGTON; BEING A
PORTION OF GOVERNMENT LOT 6 OF SECTION 6, TOWNSHIP 34 NORTH, RANGE 4
EAST OF THE WILI.AMETIE MERIDIAN.

SITUATE IN THE COUNTY OF SKAGIT, STATE OF WASHINGTON.

The Real Property or ,rts a'dd_re.s_s is commonly known as 12517 PULVER RD., BURLINGTON,
WA 98233. The Real Property tax identification number is 340406-0-035-0009

CROSS~-COLLATERALIZATION. |n addifion to the Note, this Deed of Trust secures all obligations, debls and liabilities, plus
interest therecn, af Grantor to Lender, or any one or more of them, as well as all claims by Lender against Grantor or any one
or morg of them, whether now existing or hereafter arising, whether retated or unrelated to the purposa of the Note, whether
voluntary or otherwise, whether. due._or not due,. diract or indirect, determined or undetermined, absolute or contingent,
liquidated or unliquidated whether.Grantor ‘may.Be liable individually or jointly with cthers, whether obligaled as guarantor,
surely, accommodation party or otherwise; arid whether recovery upon such amounts may be or hereafter may become
barred by any statute of limitations, and whether lhe obligation to repay such amounis may be or hereatter may become
otherwise unenforceable.

REVOLVING LINE OF CREDIT. Specmcally, n’ addﬂion o the amounts specified in the Indebtedness definition, and
without limitation, this Deed of Trust secures a revolving line of credit,with a variable rate of Interest, which obligates
Lender to make advances to Grantor 50 long as Granior complies with all the terms of the Note and the line of credit
has not been terminated, suspended or cancelted; the Note allows negative amortization. Funds may be advanced by
Lender, repald, and subaequenily readvanced. The Aunpaid balance of the revolving line of credit may at certain times
be lower than the amount shown or zero. A zero balance does not terminate the line of credit or terminate Lender’s
obiigation o advance funds to Grantor. Therefore, ‘the llen of this Deed of Trust will remain in full force and effect
notwithstanding any zero balance.

Grantor heraby assigns as security to Lender, all of Granlors right, title, and interest in and to all leases, Renls, and profits of
--—the-Property—This-assignment isrecerded-in-accordancerwittr REW 55.08.070; the e created by this assignment is intended — ~

1o be specific, parfected and choate upon the recording of this Deed of. Trust. Lender grants lo Grantor a license to collect

the Rents and profits, which license may be revoked al Lender’s, optmn and shaII be automatically revoked upon acceleration

of all or part of the Indabtedness.

THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS
AND PERSONAL PFIOPEF!TYr IS GIVEN TO SECURE " (A) .PAYMENT OF THE INDEBTEDNESS AND (B)
PERFORMANCE OF ANY AND ALL OBLIGATIONS UNDER THE NOTE THE RELATED DOCUMENTS, AND THIS DEED
OF TRUST. THIS DEED OF TRUST IS GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Except as olherwise provided In this Deed of Trust, Grantor shall pay to Lender al
amounts secured by this Deed of Trust as they become dus, and shall strictly and in a ‘timely manner perform all of Grantor's
abligations under the Note, this Deed of Trust, and the Related Documents ;

POSSESSION AND MAINTENANCE OF THE PROPERTY. Grantor agrees Ihat Grantor*s possesslon and use of the Property
shall be governed by the following provisions:

Possession and Use. Unfil the occurrence of an Event of Defauit, Grantor may {1) remain in possession and control of
the Property; (2) use, operate or manage the Properly; and (3) coliect the Rents from the Property (this privilege is a
licanse 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 prlnclpally far agricultural purposes.

Duty fo Maintain. Grantor shall maintain the Property in tenantable condition and promptly perform all repairs,
replacements, and maintenance necessary to preserve its valus.

Compllance With Environmental Laws. Grantor represents and warrants to Lender’ that (.-1f-) ‘Dunng the period of
Grantor's ownership of the Property, there has been no uss, generation, manufacture, storage, treatment, disposal,
release or threatened release of any Hazardous Substance by any person on, under, abolt ar from the Property; (2)
Grantor has no knowledge of, or reason to believe that there has been, except as.previously disclosed to and
acknowledged by Lender in wriling, (a) any breach or violation of any Environmental Laws, .(B).@iny’ use, generation,
manutacture, storage, treatment, disposal, release or threatened release of any Hazardous Substance on, under, about
or from the Property by any prior owners or occupants of the Property, or (c) any actuel-or thréatened. lifigation or
claims of any kind by any person relating to such matters; and (3) Except as praviously disclosed to and: ackriowledged
T [ Dy Lender in witling, (&) either Grarior mor any snan; comtractor; agantor other authorized user'af-tke Propedhy-shall —-
use, generate, manufacture, store, treat, dispose of or release any Hazardous Substance on, under; about or from the
Property; and (b) any such activity shalt be conducted in compliance with all applicable federal, staté, and local, laws,
regulations and ordinances, including without limitation all Environmental Laws. Grantor authorizes Lender andits
agents 1o enter upon the Property to make such inspections and fests, at Granlor's expense, as Lender méy désam
appropriate to delermine compliance of the Property with this section of the Deed of Trust.. Any :nspacﬁons or tests .
made by Lénder shall be for Lender’s purpases only and shall not be construed to create any responsibifityor liability on' "
the part of Lender.to Grantor or to any other person. The representations and warranties contained herein.are based’on
Grantor's due diligence in investigating the Property for Hazardous Substances. Grantor hereby (1} releases and =
waives any future claims against Lender for indemnity or contribution in the event Grantor becomes liable for cleanup or: .
cther costs under any such laws; and {2) agrees to indemnify and hold harmless Lender against any and all-¢laims; .+
losses, liabilities, damages, penalties, and expenses which Lender may directly or indirectly sustain or suffer resulting™ -
from a breach of this section of the Deed of Trust or as a consequence of any use, generation, manufacture, stordge, .-~
disposal, release or threatened release occurring prior to Grantor's ownership or interast in the Property, whether or not’
the same was or should have bean known to Grantor. The provisions of this section of the Desd of Trust, including fhe
obiigation to indemnify, shall survive the payment of the Indebtedness and the satisfaction and reconveyance of the lien -~
of this Desd of Trust and shall not be affected by Lender's acqulsitlon of any Interest in the Properly, whether by .-
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" foreclpsure or otherwise.

i --"Nuisance, Wasle. Grantor shall not cause, conduct or permit any nuisance nor commit, permit, or suffer any stripping of

.or waste o or to the Property or any portion of the Property. Without limiting the generality of the foregoing, Grantor will

“ ngt remgve, or grant 1o any other party the right to remove, any timber, minerals {including oil and gas), coal, clay,
scoria, soil, gravel or rock products without Lender’s prior written consent.

Flemoval of: Improvemenls Grantor shall not demclish or remove any Improvements from the Reat Property without
Lender's prior.written consent. As a condition fo the removal of any Improvements, Lender may require Grantor to make
arrangemenls sahsfactory to Lender to replace such Improvements with Improvements of at least aqual value.

] Lendeér's Fl_l_ghi_lo ‘Enter. lLender and Lender's agents and represantatives may enter upen the Real Property at all
reasonable times. fo atténd to Lender's interests and to inspect the Real Property for purposss of Grantor's compliance
with the: terms and condmons of this Dead of Trust.

Compllance with. Governmenid Requirements. Grantor shalt promplly comply, and shall promptly cause compliance
by 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 hereafier in affect, of all governmental
authorities applicableto the usa or occupancy of the Property, including without limitation, the Americans With Disabilities
Act. Granlor may contest in ‘good faith any such law, ordinance, or regulation and withhold compliance during any
proceedlng, including appropnata ‘appeals, so long as Grantor has notified Lender in writing prior to doing so and so
long as, in Lender's sole opinion; ‘Lender's inleresls in the Property are not jecpardized. Lender may require Grantor to
post adequate security ar. a surely band roasonably satisfactory to Lender, lo protect Lender’s interest.

Duty to Protect. Grarrtor agraas nelthar 1o abandon or leave unattended the Property. Grantor shali do all other acts, in
addition to those acts set forth above in this section, which from the character and use of the Properly are reasonably
necessary o protect and preserve the Propsrfy

TAXES AND LIENS. The followmg provismns relatlng 1o the taxes and liens on the Property are part of this Deed of Trust:

Payment. Grantor shall pay: when .dus (and in alt events prior to delinquency) all taxes, special laxes, assessmeants,
charges {including waler and sswér), fires-and |mposut|ons levied against or on account of the Property, and shall pay
when due all claims for work done“on-or for services rendered or malerial furnished o the Property. Grantor shalt
maintain the Property free of all liéns-having priority over or aqual to the interest of Lender under this Deed of Trust,
except for the lien of taxes and assessments not due and except as otherwise provided in this Deed af Trust.

Right to Contest. Grantor may withhold pgyme_ni of any lax, assessment, or claim in connection with a good faith
dispule over the obligation to pay, so long-as Lender's interest in the Properly is not jsopardized. Hf a lien arises or is
filed as & result of nonpayment, Grantor shall within fifteen (15) days after the lien arises or, if a lien is filad, within fifteen
(15) days aher Grantor has notice of the flling, 'securs the discharge of the lien, or if requested by Lender, deposit with
Lender cash or a sufficient corporate surety'bond or other security safisfactory to Lender in an amount sufficient to
discharge the lien plus any costs and altorneys’ fees, or other charges that could accrue as a result of a forsclosure or
sale under Ihe 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 additional cbligee under any surety bond furnished
in the contest procsedings.

Evidence of Paymenl. Grantor shall upon demand rurmsh to Lender safisfactory evidence of payment of the taxes or
assessments and shall authorize the appropriate governmenta! omciai ta dellver to Lender at any time a written statement
of the taxes and assessments against the Properly. )

Notice of Construction. Grantor shall notify Lender at least ﬂﬂaen (15) days before any work is commenced, any
services are furnished, or any malerals are supplied to the Properly, if:any mechanic’s lien, materialmen’s lien, or other
lien could be asserled on account of the work, services, or materials. Grantor will upen request of Lender furnish to
Lender advarce assurances satisfaciory to Lender that Grantor-can and will pay the cost of such improvements.

PROPERTY DAMAGE INSURANCE. The following provisions relatmg to |nsur|ng the Properly are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and malntam polncnes uf f ire insurance with standard extended
coverage endorsaments on a fair value basis for the full insurable valué covering all Jmprovements on the Real Property
in an amount sufficient to avoid application of any coinsurance clause, and. with.a standard mortgages clause in favor of
Lender. Grantor shall also procure and maintain comprehensive general ||ab|I|ty instfénce:in such coverage amounts as
Lender may request with Trustee and Lender being named as additional insureds in 5uch liability insurance policies.
Additionally, Granter shall maintain such other insurance, including but not limited lo hazard, businass interruption, and
beiler insurance, as Lender may reasonably require. Policies shall be writlen in form, ‘amounts, coverages and basis
reasonably acceptable to Lender and issued by a company or companies reasonably acceptable lo Lender. Grantor,
upon request of Lender, will deliver to Lender from time to time the policies or cerlificates of insurance in form
satisfactory lo Lender, including shpulahons that coverages wilt not be cancelled or diminished without at least thirty (30}
days prior written nolice to Lender. Each insurance poiicy also shall include an endarsement providing that coverage in
favor of Lender will nol be impaired in any way by any act, omission or detfauit of Graritor ar 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 fivod hazard area, Grantor agrees fo obtain and maintain Faderal Flood Insurance, if-available;: within 45 days
after notice is glven by Lender that the Properly 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 loan, up to the maximum pollcy limits set under the
National Floed Insurance Program, or as otherwise required by Lender, and to maintain such msurance for-the term of
the loan.

Application of Proceeds. Grantor shall promptly notify Lender af any loss or damage to the Property Lender may
make proof of loss if Grantor fails to. do so within fifteen (15) days of the casualty. Whether or ot Landar's _security is
impaired, Lender may, at Lender's election, receive and relain the proceads of any insurance and apply the, proceeds to

the reduction of the Indebtedness, payment of any lien affecting the Property, or the restoration and repair of ‘the
Property. If Lender elects to apply the proceeds to resloration and repair, Grantor shall repair or replace’ thedarmaged or
destroyed Improvements in a manner satistactory to Lender, Lender shall, upon satisfactory proof of such expendltura._
pay or reimburse Grantor from the proceeds for the reasonable cost of repair or restoralion If Granlor'is ‘not in.default™:,
under this Deed of Trust. Any prooeeds which have not been disbursed within 180 days after their reoelpt and which
Lender has nol committed to the repair or restoration of the Property shall be used first to pay any amount owing 1o *
tender under this Deed of Trust, then to pay accrued Inferest, and the remainder, if any, shall be applied to the principal:
palance of the Indebtedness. |If Lender holds any proceeds after payment in full of the Indebtedness, such’ proceeds
shall be paid without intergst to Grantor as Grantor’s inferests may appear. -

Grantor’s Report on Insurance. Upon request of Lender, however not more than once a year, Grantor shall furmsh to
Lender a report on each existing policy of insurance showing: (1) the name of the insurer; (2) the risks insured; @

the amount of the policy; (4) the property insured, the then current replacement value of such property, and the marniner
of determining that value; and (5) the expiration date of tha policy. Grantor shall, upon request of Lender, have an =~
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rndependent appraiser satisfactory to Lender determine the cash value replacement cost of the Property.

LENDER'S EXPENDITUURES. If any action or proceedlng is commenced that would materially affect Lender's interest in the
. Property or.if. Grantor feils to comply with any provision of this Deed of Trust or any Related Documents, inciuding but not
Timited to" Grantor's failure to discharge or pay when due any amounts Grantor is required to discharge or pay under this Deed
of Trust or any Refated Documents, Lander on Grantor's behalf may (but shall not be obligated to} take any action that Lender
deems appropriate, including but not limited to discharging or paying all taxes, liens, securily interests, encumbrances and
other claims, at any lime levied or placed on the Property and paying all costs for insuring, maintaining and preserving the
Property.All stich axpenditures incurred or paid by Lender for such purposes will then bear interest at tha rate charged
under thie:Note froim the date incurred or paid by Lender to the date of repayment by Grantor. All such expenses will becoma

a part of the Indeblgdnass and, at Lendar's option, wilt {A)-be payabie on demand; (B}-be addsd tu the batanca ofthe —

~ Nofeand be: apportloned among and be payable with any installment payments to become due during either (1) the term of
any applicable insurance poliey; or (2) the remaining term of the Note; or (C) be treated as a balloon payment which will be
due and payable at thé Note's maturity. The Deed of Trust also will secure payment of these amounts. Such right shall be in
addition to alt other rights‘ and re'medies to which Lender may be entitled upon Default.

WARRANTY; DEFENSE OF TITLE The following provisions relating to ownership of tha Property are a part of this Deed of
Trust:

Title. Grantor warrants that (a) Grantor holds good and marketable title of record to the Property in fee simple, free
and clear of all liens and”encUmbrances other than those set forth In the Real Property description or in any title
insurance policy, title report,or final-tifle opinion issued in favor of, and accepted by, Lender n connection with this Deed
of Trust, and (b} Grantor-has the full right, power, and authority to execute and deliver this Deed of Trust to Lender.

Defense of Title. Subject.to the exception in the paragraph above, Grantor warrants and will forever defend the title to
the Property against the lawful claims of all persans. In the event any action or procesding is commenced that questions
Granlor's titie or the interest of Truslee or Lender under this Deed of Trust, Granlor shall defend the action at Grantor's
expense. Grantor may bé. the nominal parly in such proceeding, but Lender shall be entitled to participate in the
proceeding and to be represented in the pfoceeding by counsel of Lender's own choice, and Grantor will deliver, or
cause to be delivered, to Lander suchinstrumenis as Lender may request from fime to time to permit such participation.

Compliance With Laws. Grantor warants that ttie Property and Grantor's use of the Property complies with all existing
applicable laws, crdinances, and regql_e,_tioné _ef g_mr_ernmental authorities.

Survival of Representations and Warranties.  Ali ropresentations, warrantiss, and agreements made by Grantor in this
Deed of Trust shall survive the sxecution. and delivery of this Deed of Trust, shall be continuing in nature, and shall
remain in full force and effect until such time.as 'Grantor’s Indebtadness shall be paid in fuli.

CONDEMNATION. The following provisions relatmg to. condemnatlon proceadings are a part of this Deed of Trust:

Proceedings. If any proceeding in cnndemnatlon is filed, Grantor shall promplly notify Lender in writing, and Grantor
shall promplly take such steps as may be nécessary to defend the action and obtain the award. Grantor may be the
nominal party in such proceeding, but Lender shall be enfitied to participate in the proceeding and to be reprasented in
the proceeding by counsal of its own choice all at Grantor's expenss, and Grantor will defiver or cause to be delivered to

i ——— Londer—suoh-instruments—and dooumentation as—hay - bvmﬁed by-Lender—from-tims-to—tme—te—permit-suoh -
participation.

Application of Net Proceeds. If all or any part of the Property & cundemned by eminent domain proceadings or by any
proceeding or purchase in lieu of condemnation, Lender may at its' election require that all or any portion of the net
proceeds of the award be applied to the Indebtednass or. the repair-or restoration of the Property The net proceeds of
the award shall mean the award after payment of all reasunable cests expanses and altorneys’ fees incumed by Trustes
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 ara 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 raquested by Lander to perfect and continue Lender's lien on the Real
Property. Grantor shall reimburse Lender for all taxes, as describad below, togather with all expenses incurred in
recording, perfecting or continuing this Deed of Trusi, including withott Irmltation all. taxes fees, documentary stamps,
and other charges for racording or registering this Deed of Trust. :

Taxes. The following shall constitute taxes to which this section applies: (1) a specmc ta.x 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 Grantor which
Grantor is authorized or required to deduct from payments on the Indebtedness.securad by this type of Deed of Trust;
{3) a tax on this type of Deed of Trust chargeable against the Lender or the holder of the Note; and (4) a specific tax on
all or any portion of the Indebtedness or on payments of principal and interast made by Grantor,

Subsequen! Taxes. [f any tax to which this section applies is enacted subsequent to thie date of: this Deed of Trust, this
event shall have the same effect as an Event of Default, and Lender may exercise any or ali of its available remedias for
an Event of Default as provided below unless Grantor either (1) pays the tax befora. it becomes dalinquent, or (2}
conlests the tax as provided above in the Taxes and Liens section and deposits wuth Lender: cash or a sufficient
corporate surety bond or other security salisfactory to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. The following prowsmns relating to thls Dee ] of Trust as a security
agreement are a part of this Deed of Trust:

__Security Agreement. This instrument shall constitute a Secunty Agreament to the extent any of tha Properly consmutes
fixiures, and Lender shall have all &f the rights of a securéd pariy under ihe Uniférm Commercla “odaas afﬁénded frcrm -
time to lime.

Security Interest. Upon request by Lender, Grantor shall execule financing statements and take whatever:,.nth:er a'action

Is requestsd by Lender to perfect and continue Lender’s security interest in the Rents and Personal Proparty. “In‘addition

to recording this Deed of Trust in the real property records, Lender may, at any time and without further authonzatlon
from Grantor, file executed counterparts, coples or reproductions of this Deed of Trust as a financing statarment. “Grantor -
shall reimburse Lender for all expenses incurred in perfacting or continuing this security interest. Upon defdult, Grantor
shall not remove, sever or detach the Personal Property from the Property. Upon default, Grantor shall gssembile any -
Personal Property not affixad to the Properly in a manner and al a place reasonably convenient to Grantor and Lefider’
and make it available to Lender within three {3) days after racelpi of written demand from Lender to the extent permﬂted
by applicable law.

Addresses. The mailing addresses of Grantor (debtor) and Lender (secured party) from which information concerm'n_g.:“
the security interest granted by this Deed of Trust may be obtained (each as required by the Uniform Commercial Coda)
are as slated on the first page of this Deed of Trust.

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

¢ Further Assurances. At any time, and from time lo time, upon request of Lender, Grantor will make, execute and

déliver; or will cause to be made, executed or delivered, to Lender or to Lender’s designee, and when raquested by

* Leander;"cause to be filed, recorded, refiled, or rerecorded, as the case may be, at such times and in such offices and

placés as Lernder may deem appropriate, any and all such morigages, deeds of trust, security deeds, security

agreemenls,_ﬁnancmg slaloments, continuation statements, instruments of further assurance, certificates, and other

dogumenls .as may, in the sole opinion of Lender, be necessary or deslrablg in order lo effecluate, complete, perfect,

continue,.or preserve (1) Grantor's obligations under the Note, this Dead of Trust, and the Related Documents, and (2)

the liens and security. interests created by this Deed of Trust as first and prior liens on the Propeny. whether now owned

. . or nereafler aéquired by Grantor, Unless prohlbited by law or Lender agrees to the contrary in writing, Grantor shall
relmburse Lander forall: costs and expenses ingurred in connection with the mattars referred 10 in this paragraph.

Ahorney—ln—Fact If Grantor fails to do any of the things referred to in tha preceding paragraph, Lender may do so for
and in tha name of Granfor.and at Grantor’s expense. For such purposes, Grantor hereby irrevocably appoints Lender
as Grantor's attorney—in—fact for the purpose of making, executing, delivering, filing, recording, and dorng all other things
as may be necessary er deswable, in Lender's sole opinion, to accomplish the matters referred to in the preceding
paragraph. ¢

FULL PERFORMANCE. If Grantor pays all the indebtedness when duse, and otherwise performs all the obligations imposed
upon Grantor under this Deed of Trust, Lender shall execute and deliver to Trustee a request for full reconveyance and shall
execute and deliver to Grantor-suitdble statements of termination of any financing statement on file evidencing Lender's
security interest in the Renis.-and the.Pérsonal Property. Any reconveyence fee shall be paid by Grantor, it permitted by
applicable law. The granteg In-any reconveyance may be described as the "person or persons legally entitied thereto™, and
the recitals in the reconveyance of any malters or facts shall be conctusive proof of the truthfulness of any such maﬂers or
facts.

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

Payment Default. Grantor falls to make any payment when due under the Indebiedness.

Other Defaults. Grantor fails to cornply With or 1o perform any other term, obligation, covenant or condition contained in
this Deed of Trust or in any of the Related. Documents or to comply with or to perform any term, obligation, covenant or
condition contained in any othar agraement between Lender and Grantor.

Compliance Defaull. Failure to comply wrth any cther term, obligation, covenant or condition contained in this Deed of
Trust, the Note or in any of the Related Documsnts. 1fsuch a failure is curable and if Grantor has not been given a
notice of a breach of the same provision of this‘Deed -6 Trust within the preceding twelve (12) months, it may be cured
(and no Event of Default will have oocurred) if Grantor, after Lender sends written nofice demanding cure of such failure:
fa) cures the failure within fiteen (15) days; or (b} if 4he cure requires more than fiftean (15) days, immediately initiates
steps sufficient to cure the failure and thereaftér continues and completes all reasonable and necessary steps sufficient
to produce compliance as soon as reasonably practlca|

Detault on Other Paymentis. Failure of Grantor Wlthll‘l the time reguired by this Deed of Trust to make any payment for
e : taxes or insur&nice; or any other payment necessary to pravent ﬂlmg of or to-effect discharge of any lien.

False Statemenis. Any warranty, representation or statement'made or_ furnished to Lender by Grantor or on Grantor's
behalf under this Deed of Trust or the Related Documents jsfalse or misleading in any material respect, either now or at
the time made or furnished or becomes faise or misleading al:any time thereafter.

Defective Collateralization. This Deed of Trust or any of the Related Documents ceases to be in full force and efect
(including failure of any collateral document fo create a vaiid and perfected secunly interest or lien) at any time and for
any reason.

Death or insolvency. The death of any Grantor, the insolvency of Grantor the apporntment of a receiver for any part of
Grantor's property, any assignment for the benefit of creditors, any type of creditor workout, or the commencement of
any proceeding under any bankruptey or insolvency laws by or agamsl Grantor. ;

Creditor or Forfeiture Proceedings. Commencement of foreclosure . or: forferture praceadings, whether by judicial
proceeding, self-help, repossession or any other method, by any credilor .of Grantor or by any governmental agency
against any property securing the Indebtedness. This includes a garnishment of -any:of.Grantor’s accounts, including
deposit accounts, with Lender. However, this Event of Default shali not apply if: there is ‘a good faith dispute by Granlor
as lo the validity or reasonableness of the claim which is the basis of the credior or forfsiture proceading and if Grantor
gives Lender written notice of the craditor or forfeiture proceeding and deposrts with Landsr monies or a surety bond for
the creditor or forfeitura proceeding, in an amount determined by Lender, in: rts sele dtscretlon as being an adequate
reserve or bond for the dispute.

Breach of Other Agreement. Any breach by Grantor under the terms of any other agreement between Grantor and
Lender that is not remedied within any grace period provided therein, including: without ||m|lahon any agreement
concerning any indebtadness or other obligation of Grantor to Lender, whether exlstmg AoW or laler

Events Affecting Guarantor. Any of the preceding evenls occurs with respect to any guarantor, enderser. surety, or
accommodalion parly of any of the Indebtedness or any guarantor, endorser, surety, or-accomsriodation party dies or
becomes incompetent, or revokes or dispules the validity of, or fiability under, any Guaranty of the Indebtedness.

Adverse Change. A material adverse change oceurs in Grantor’s financial condition, or Lender beileves the prospect of
payment or performance of the Indebtedness is impaired.

Insecurity. Lender in good faith believes itsalf insecure.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under this Deed of Trusl ai any llme thereaﬂer
Trustee or Lender may exercise any one or mare of the following righls and remedies:

Election of Remedies, Election by Lender to pursus any remedy shall not exciude pursuil of any othef remedy, and an
elaction to make expenditures or 1o take action to perform an obligation of Grantor under this Deed of Trust aﬁerh-.k_
Grantor's failure to perform, shall not affect Lender's right to declare a default and exercise its remedies. E

Accelerale Indebledness. Lender shall have the right at its option to declare the entire Indebtedness |mmedlately due f'
and payabls, including any prepayment penaity which Grantor would be required to pay. :

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have the right to exercise rts pewer u! E ar )
sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by judicial foreclosure, in e:ther." S
case in accordance with and to the full extent provided by applicable law.

UCC Remedies. With respact to all or any part of the Personal Property, Lender shall have all the rights and remedles of'

a secured party under the Uniform Commerciat Code.
r | ]
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P Collect Rents. Lender shall have the right, without notice to Grantor to take possession of and manage the Property
i+ and collect the Rents, including amounts past due and unpaid, and apply the net proceeds, over and above Lender's
-~costs, agdinst the Indsbtedness. In furtherance of this right, Lender may require any tenant or other user of the Property
to maki payments of rent or use fees directly to Lander. If the Rents are collecled by Lender, then Grantor irrevocably
~designates:Lender as Grantor's aftorney~in-fact to endorse instruments receivad in payment thereof in the name of
; Grantor and to nagotiate the same and collect the proceeds. Payments by tenants or other users to Lender in response
:tg Lender's demand shall satisfy the obligations for which the payments are made, whether or not any proper grounds
forthe demand. existad. Lender may sxercise its rights under this subparagraph either in person, by agent, or through a
recewer

Appomtﬂ.eewez Lender shalf ave the Tight to have & receiver appointed o lake possassion of all or any pert of the

Property, with-the power to protect and preserve the Property, to operate the Property preceding or pending foreclosure
or sale;-arid 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 permitied by law. Lender’s right to the appointment
of a receiver shall exisl-whether or not the apparent value of the Property exceeds the Indebtedness by a substantial
amount, Employment by Lender shall not disqualify a person from serving as a receiver.

Tenancy at Sufl'erance... I Grantor remains in possession of the Property atter the Property is sold as provided above or
Lender olherwise 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 Properly and shall, at Lender's option, either (1} pay a
reasonable rental for the use, of the Property. or (2) vacate the Property immediately upon the demand of Lender.

Other Remedies. Trustee or Lender shall have any other right or remedy provided in this Deed of Trust or the Note or
by law.

Notice of Sale. Lender shelt give Gre.ntor reasonable notice of the time and place of any public sale of the Persona!
Property or of the time after which any. pnvate sale or other intended disposition of the Personal Property is to be made.
Reasonable notice shall mearn-notice given at least ten (10) days before the time of the sale or disposition. Any sale of
the Parsonal Property may ba made in conjunctron with any sale of the Real Property.

Sale of the Property. To the extent permrtted by applicable law, Grantor hereby waives any and all rights to have the
Property marshalled. In exercising its-fights and-remedies, the Trustes or Lender shall be free to sell all or any part of the
Property together or separately, in ona sale or by separete sales. Lender shall be entitied to bid at any public sale on all
or any portion of the Property. : :

Altorneys’ Fees; Expenses. |f Lender rnsﬁtutes any suit or action lo enforce any of the terms of this Deed of Trust,
Lender shall be antitled to recover such sum as the court may adjudge reasonable as attorneys’ fees at trial and upon
any appeal. Whether or not any court gctign is ifvolved, and to the extent not prohibited by law, all reasonable
expenses Lender incurs that in Lender's opinion are nscessary at any time for the protection of its interest or the
enforcement of its rights shall becoms a part of the:Indebtedness payable on demand and shalt bear interest at the Note
rata from the date of the expenditure until fepaid. Expenses covered by this paragraph include, without limitation,
however subject to any limils under applicable law; Lender’s attorneys’ fees and Lender's legal expenses, whether or not
there is a lawsuit, including aftorneys’ fees and-expenses for bankruptcy proceedings (including efforts to modify or

‘vacate any autoratic STy of Infuncion): appeats; unrewameMpmHﬁdnmmm the-cost of '~

. -Searching racords, obtaining titte-reporls (incinding foregTosure reports), surveyors’ reports, and appraisal fees, title
insurance, and fees for the Trustes, to the extent permitted, by applrcable law. Grantor also will pay any court costs, in
addition to all other sums provided by law.

Rights of Trustee. Trustee shaii have all of the rights and duhes of Lender as sel forth in this section.

POWERS AND OBLIGATIONS OF TRUSTEE. The following provustons relatrng to the powers and obligations of Trustee
{pursuant to Lender's instructions) are part of this Deed of Trust: .

Powers of Trustee. In addition to alf powers of Trustee arlsing as a rnatter of Iaw, Trustes shall have the power to take
the following actions with respect to the Property upon the written request of Lender and Grantor: (a) join in preparing
and filing a map or plat of the Real Property, including the dedicailon of streets or other rights to the public; (b} join in
granting any easement or creating any restriction on the Real Property; and s (c) join in any subordination or other
agresment affecting this Deed of Trust or the interest of Lender underthis Deed of Trust.

Obligations to Notify. Trusiee shall not be obiigated fo notify any other barty"of d pending sale under any other frust
deed or lien, or of any action or proceeding in which Grantor, Lender, or Trustee shait be & party, unless required by
applicable Iaw or unlass the action or proceeding is brought by Trustee.

Trustee. Trustee shall meet all qualifications required for Trustee under appllcable Iaw In‘addition to the rights and
remedias set forth above, with respect to all or any part of the Property, the Trustee shall have the right to foreclose by
notice and sale, and Lender shall have the right to foreclose by judicial foreclosure; if elther casa in accordance with and
to the full extent provided by applicable law.

Successor Trustee. Lender, at Lender's option, may from time lo time appoint & successer Trustee to any Trustes
appointed under this Deed of Trust by an instrument executed and acknowledged by Lender and recordad in the offica
of tha recorder of SKAGIT County, State of Washington. The instrument shall contain, in“addition-{c afi other matters
required by statg law, the names of the original Lender, Trustee, and Grantor, the book-and page gt the Auditor's File
Number where this Dead of Trust is recorded, and the name and address of the successor trustee, and the instrument
shalt be executed and acknowledged by Lender or its successors in interest. The successor.trustee, without.conveyance
of the Property, shall succeed to all the fitle, power, and duties conferred upon the Trustee in-this Deed of Trist and by
appllcable Iew ThIS procedure for substitution of Trustee shall govern to the exclusion of ‘all’ other prowsmns for

NOTICES. Subject to applicabls law, and except for notice required or allowed by law to be given in. another manner, any
notice required to be given under this Deed of Trust, including without limitation any notice of default ahd any-nofice of sale
shall be given in writing, and shall ba effective when actually deliversd, when actually received by telefacsimile, (unless
otherwise raquired by law), when depesited with a nationally recognized overnight courier, or, if mailed, when deposuted in

the United States mail, as first class, certified or registered mail postage prepaid, direcled to the addresses:shown near the~.
beginning of this Deed of Trust. All coples of notices of foreclosure from the holder of any lien which has prioiity over this
Deed of Trust shall be sent to Lender's address, as shown near the beginning of this Deed of Trust. Any party may change its ¢
address for notices under this Deed of Trust by giving formal written nolice to the clher parties, specifying that the'purpose of :

the nofica is to change the party’s address. For notice purposes, Grantor agrees to keep Lender informed at all tires ‘of

Grantor's current address. Subject to applicable law, and except for notice required or allowed by law to ba given iancther -
manner, if there is more than one Grantor, any notice given by Lender to any Granlor is deemed to be notice given to ati' 0

Grantors.
MISCELLANEQUS PROVISIONS. The following miscellaneous provisions are a part of this Desd of Trust:
Amendments. This Deed of Trust, together with any Related Documsat tibidas tha
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%.gr'e’é_ment of the parties as to the matters set forth in this Deed of Trust. No alteration of or amendment to this Deed of
¢ /.Trust'shall be effective unless given in wriling and signed by the party or parties sought to be charged or bolnd by the
alteralion-or amendment.

“ Anhual-Reports. If the Property is used for purposes other than Grantor’s residence, Granter shall furnish to Lender,
upon request, ‘a certified statement of et operating income received from the Froperty during Grantor's previous fiscal
yedr in such form and detail as Lender shall require. "Net operating income” shall mean all cash receipts from the
Property less all cash expenditures made in connection with the operation of the Property.

Cé_;ition Headlngs: Caption headings in this Deed of Trust are for convenience purposes only and are not to be used to
inlerprel.af defifie the-provisions of this Deed of Trust.

Merger. THere shall be.no merger of the interest or estate created by this Deed of Trust with any othier interest or estate
in the Property atany time held by or for the benefit of Lender in any capacity, without the written consent of Lender.

Governing Law. ':Thls_ _Dé'ed of Trust will be governed by, construed and enforced in accordance with federal law
and the laws of the Siate of Washington. This Deed of Trust has been accepted by Lender in lhe State of
Washingion. S

Joint and Sevg‘rﬁl:ﬂiaﬁll_i_tyﬁ g AH chbligations of Grantor under this Deed of Trust shall be joint and several, and all
references to Grantor shall.meap-each and every Grantor. This means thaf each Grantor signing below is responsible for
all obligations in this Deed of Frust.”

No Waiver by Lender. Lénder shall not be deemed to have waived any rights under this Deed of Trust uniess such
walver Is given in writing apd sighied by.Lender. No delay or omission on the part of Lender in exercising any right shall
operale as a waiver ofstch fight-6f ‘any.other right. A waiver by Lender of a provision of this Deed of Trust shall not
prejudice or constitute a waiver of Lender's right otherwise to demand strict compliance with that provision or any other
provision of this Deed of Trust; No prigr waiver by Lender, nor any course of dealing between Lender and Grantor, shall
constitute a waiver of any of Lender’s rights_or of any of Grantor's obligations as 1o any fulure transactions. Whenaver
the cansent of Lender is requirad. under this Deed of Trust, the granting of such cansent by Lender in any instance shall
not constitute continuing consent to subsequent instances where such consent is required and in all cases such consent
may be granted or withheld in the sole discretion of Lender.

Severabllity. If a court of competerit jurisdiction finds any provision of this Deed of Trusl to be illegal, invalid, or
unenforceable as to any person or tircumstance; that finding shall not make the offending provision illegal, invalid, or
unenforceable as to any other person or cirgimsiarice. If feasible, the offending provision shall be considered moditied
so that it becomes legal, valid and enforceable: It the offending provision cannet be so modified, i shail be considerad
deleted from this Deed of Trust. Unless otherwise required by law, the illegality, invalidity, or unenforceability of any
provision of this Dead of Trust shall not atfect the legality, validity or enforceability of any other provision of this Deed of
Trust. oA S

Successors and Assigns. Subject to any limifations stated in this Deed of Trust on transfer of Grantor's interest, this
Deed of Trust shall be binding upon and inure to the benelit of the parties, their successors and assigns. If ownership of
the Proparty becomes vested in a person ofher than Granlor, Lender, without nofice to Grantor, may deal with Grantor's
successors with reference to this Deed of Trust.-and the Indebledness by way of forbearance or extension without
releasing Grantor from the obligations of this Dead of Trust or Hability under the indebtedness.

Time is of the Essence. Time is of the essence in the perfor_mér]_ca”pf:‘ibis Deed of Trust,

Waiver of Homestead Exemption. Granlor hereby releases’ and "'wé'jves all rights and benefits of the homestead
exemption laws of the State of Washington as to all Indebledness secured by this Deed of Trust.

DEFINITIONS. The following capitalizad words and terms shall have the following meanings when used in this Deed of Trust.
Unless specifically stated to the contrary, ail reterences to dollar amounts shall méan amounts in lawful money of the tinited
States of America. Words and terms used in the singular shall include the: plural;-and the plural shall include the singular, as
the context may requira. Words and terms not otherwise defined in this:Deed of Trust shall have the meanings attributed to
such terms in the Uniform Commercial Code: i Coe

Beneficlary. The word "Bensficiary" means Skagit State Bank, and ?ips'_successérg-'and assigns.

Borrower. The word "Borrower” means RAY W. NELSON and MARQARE:T _,NE_L,SON and includes all co—signers and
co-makers signing the Note. S .

Deed of Trust. The words "Dead of Trust” mean this Deed of Trust among Grantor, Lender, and Trusles, and includes
without limitation all assignment and security interest provisions relating o the Personal Property and Rents.

Defaull. The word "Default” means the Default set forth in this Deed of Trust in the_g_ection-‘iitgad "Default”.

Environmental Laws. The words "Environmental Laws" mean any ang all state, federal-and-local statutes, regulations
and ordinances relating to the protection of human health or the environment, inghiding without limitation the
Comprehensive Environmental Response, Compensation, and Liability Act of 1980, as’ amended, 42 U.5.C. Section
8601, et saq. ("CERCLA™, the Superfund Amendments and Reauthorization Act of 1886, Pub. L. No. 99-493 ("SARA™,
the Hazardous Materials Transportation Act, 49 U.S.C. Saction 1801, st seq., the Resource Gonservation and Recovery
Act, 42 U.S.C. Section 6901, et seq., or other applicable state ar federal laws, rules; of réguiations’adopted pursuant
therelo. P S

Event of Default. The words "Event of Default™ mean any of the events of default set for’(hj_n"“thisffbe‘ed of Trust in the
events of default section of this Deed of Trust. A

Grantor. The word "Grantor™ means RAY W. NELSON and MARGARET NELSON. S
Guasanty. The word "Guaranty’ means ths guaranty from GUaranior, endofser, surety, of accommagdation-party fo
Lender, including without limitation a guaranty of all or part of the Note. : T e

Hazerdous Substances. The words "Hazardous Substances” mean malerials that, becauss of their quaniy,
concentration or physical, chemical or infectious characleristics, may cause or pose a present or polential hazard fo

human health or the environmen! when improperly used, treated, stored, disposed of, generated, ‘manGfactured,..

transported or otherwise handled. The words "Hazardous Substances™ are used in their very broadest sense and
inciude without limitation any and all hazardous or toxic substances, materials or waste as defined by or listed underthe
Environmental Laws. The term "Hazardous Substances" also includes, without limitation, petroleum and 'petro'lgui:h

by-products or any fraction thereof and asbestos. s

Improvemenis. The word "improvements” means all existing and future Improvements, buildings, structures; mqﬁilé A
homes affixed on the Real Property, facilities, additions, replacements and other construction on the Real Property. © &

Indebtedness. The word "Indebledness” means all principal, inlerest, and other amounts, costs and expenses pa‘ﬁat}lé’"

under the Note or Related Documents, logether with all renewals of, extensions of, modifications of, consolidalioris of

and subslitutions for the Note or Related Documents and any amounts expended or advanced by Lender 1o discharge

URMREN AR
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___:-Grantors 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 Deed of

Trust: :
“Lender. The word "Lender” means Skagit State Bank, its successors and assigns.

“Note. The word "Nole” means the promissory note dated May 3, 2004, in the original principal amount of
$126,818.50 trom 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 GFIANTOR THE NOTE
CONTAINS A VARIABLE INTEREST RATE.

Personal Properiy -The words "Perscnal Property” mean all equipment, fixtures, and other arhcles of personaf property
now or. hereafter .owned. by Grantor, and now or hereatter attached or affixed to the Real Property; together with all
accessions, parts; and.additions to, all replacements of, and all substitulions for, any of such property; and together with
all issues and profits-thereon and proceeds (including without limitation all insurance proceads and refunds of premiums)
from any sale or o1her dlspositlon of the Property.

Property. The, word "Proper!y" means collectivaly the Real Properly and the Personal Praperty.

Real Property. The words “Fleal . Property” mean the real property, interests and rights, as further described in this Deed
of Trust.

Related Documents. The words "Related Documents” mean all promissory notes, cradit agreements, loan agreements,
environmental agreements, guarantiss; security agreements, mortgages, deeds of trust, securily deeds, collateral
mortgages, and all other jnskriments, agresments and documents, whether now or hereafter existing, executed in
connection with the indebtedness.

Rents. The word "Rents" rrieans all present and future rents, revenues, income, issues, royalties, profits, and other
benefits derived from the Property :

Trustee. The word "Trustes" maans ‘Chicago Title Company of Belingham, whose mailing addrass is 425
COMMERICAL STREET, MOUNT VERNON WA 98273 and any substitute or successor trustees.

EACH GRANTOR ACKNOWLEDGES ‘HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND EACH
GRANTOR AGREES TO ITS TERMS. - L

GRANT

STATE OF W( l%ﬂ%m
COUNTY OF W

\J

On this day before me, the undersigned Motary Public, perd
proved to me on the basis of satisfactory evidence to be the in
acknowledged that he or she signed the Deed of Trust as his dr-ha
purposes therein mantioned.

Given under my hand and official seal this /VW\ day of MW/{ , 20 04
s, Residing af %Mﬁ 0.

[ / L4
Notary Public in and for the State of _W_L My commissuon expires W@IW

Mivdn 2-ton

—- vluntary act and deed, for the uses and
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