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DEED OF TRUST

DATE: July 15, 2005

Reference # (if apphcable) 117156 PS Additional on page

Grantor(s):
1. PEDERSEN, EHN( .
2. PEDERSEN, DEBGRAH

Grantee(s)
1. Whidbey tsland Bank
2. LAND TITLE COMPANY Burhngton Trustee

Legal Description: PTN GL 4, 12-357_7 E W(,M-
P Additional on page 9

Assessor's Tax Parcel ID#: 350712-0:007-0001 and 360712-0-022-0002

THIS DEED OF TRUST is dated July 15, 2005, .among ERIK PEDERSEN and DEBORAH
PEDERSEN: husband and wife ("Grantor"); Whidbey Island Bank, whose maifing address is
Stanwood Office, 26317 72nd Avenue NW, -_Stanwooﬂ, WA 98292 (referred to below
sometimes as “Lender” and sometimes - as. “Beneficiary”); and LAND TITLE
COMPANY-Burlington, whose mailing address is_.PQ. BOX 445 BURLINGTON, WA 98233

{refarred to below as "Trustee"”).
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DEED OF TRUST
(Continued) Page 3

fi 'fi)regoing, Grantor will not remove, or grant 1o any other party the right to remove, any timber, minerals {including
~ oil and.gas}, coal, clay, scoria, soil, gravel er rock products without Lender’s prior written consent,

Bémoval. of Improvements. Grantor shall not demolish or remove any lmprovements from the Real Property
awithout Lender's prior written consent. As a condition to the removal of any Improvements, Lender may require
“Grantor to make arrangements satisfactory to Lender to repface such Improvements with Improvements of at least
equal value. ;

Lefider's Right to-Enter. Lender and Lender's agents and representatives may enter upon the Real Property at all
reéasgnable times to attend to Lender's interests and to inspect the Real Property for purposes of Grantor's
compllance wrth the terms and conditions of this Deed of Trust.

Compliance” wnth Governmantal Requirements. Grantor shall promptly comply, and shall promptly cause
compliarice by‘an agents, tenants or other persons or entities of every nature whatsoever who rent, lease or
otherwise use of ccclpy'the Property in any manner, with all laws, ordinances, and regulations, now or hergafter
in effect, of all gqvernﬁ'ie‘n'tal authorities applicable to the use or occupancy of the Property. Grantor may coniest
in good faith any such law; ordinance, or regulation and withhold compliance during any proceeding, including
apprapriate appeals,; g0 lorg-as Grantor has notified Lender in writing prior to deing so and so fong as, in Lender's
sole opinion, Lénder's. interests. in the Property are not jeopardized. Lender may require Grantor to post adequate
SeCUrity or a surety bond I asonably satisfactory 1o Lender, to protect Lender's interest.

Duty to Protect. Grantor‘agre_es_ neither to abandon or feave unattended the Property. Grantor shall do all ather
acts, in addition 10 thbse acts set forth above in this section, which from the character and use of the Property are
reasonably necessary 10 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 af Trust or L{B) ingrease the interest rate provided for in the Credit Agreement or other
document ewdencmg the Indebtedness and i |mpose such other conditions as Lender deems approprlate upon the sale or
Property A "sale or transfer” means the conveyance of Real Property or any right, title or interest in the Real Property;
whether legal, baneficial or equitabls; whather voluntary or involuntary; whether by outright sale, deed, installment sale
contract, land contract, contract fof deed, |easehold interest with a term greater than three {3) years, lease-option
contract, or by sale, assignment, or transfer of any bieneficial interest in or to any land trust helding 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
exercisad by Lender if such exercise is prohlblted by federal law or by Washington law.

TAXES AND LIENS. The following prowsmn'
Trust:

re!a‘nng 1o the taxes and liens on the Property are part of this Deed of

Payment. Grantor shall pay when due (and in aIl events prior to delinquency} all taxes, special taxes, assessments,
charges (including water and sewer), fines: anq impositions levied against or on account of the Property, and shall
pay when due ail claims for work done on or for services rendered or material furnished to the Property. Grantor
shall maintain the Property free of all liens having priority over or equal to the 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 may withhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the obligation to pay, so long as Lender's: |nterest in the Property is not jeopardized. If a lien arises or
is filed as a result of nonpayment, Grantor shall within“fifteen (Yo} days after the lien arises or, if a lien is filed,
within fifteen {15} days after Grantor has notice of thé filing, secire the discharge of the lien, or if requested by
Lender, deposit with Lender cash or a sufficient corporate sifety Hond-er-other security satisfactory to Lender in an
amount sufficient to discharge the lien plus any costs and atte'rnev'e fees, ‘or other charges that could accrue as a
result of a foreclosure or sale under the lien. In any contest,” Grantor ‘shall defend itself and Lender and shall
satisfy any adverse judgment before enforcement against the Propérty, Grantor shall name Lender as an additional
obligee under any surety bond furnished in the contest proceedmgs :

Evidence of Payment. Grantor shall upon demand furnish to Lender satis'faetory evidence of payment of the taxes
or assessments and shall authorize the appropriate governmental folmal to dellver to Lender at any time a written
statement of the taxes and assessments against the Property. o

Notice of Construction. Grantor shall notify Lender at least fifteen (15) days before any work is commenced, any
services are furnished, or any materiale are supplied to the Property, if any mechanic’s lien, matarialmen's lisn, or
ather lien could be asserted an account of the work, services, or materials and “the ¢ost excesds $1,000.00.
Grantor will upon request of Lender furnish to Lender advance assurances satrsfactorv ta: ‘Lender that Grantor can
and will pay the cost of such improvements.

PROPERTY DAMAGE INSURANCE. The following provisions relating to insuring the F’roperty are g part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and maintain policies of fire iqs:urapée 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 coinsurance clause, and with”a _Standard mortgagee
clause in favor of Lender, together with such other hazard and liability insurance as Lender may rgasonably require.
Pglicigs shall be written in form, amounts, coverages and basis reagonably acceptakle to-Lender and issued by o
company or compegnies ressonably acceptable to Lender. Grantor, upon request of Lender, will deliver-to Lender
from time to time the policies or certificates of insurance in form satisfactory to Lender, |n_cludmg__strpulatrg_ns that
coverages will not be cancelled or diminished without at least ten {10} days prior written notice to“Lendér.:. Each
insurance policy also shall include an endorsement providing that coverage in favor of Lender-will’ not He mparred
in any way by any act, omission or default of Grantor or any other person. Should the Real Property be locdted in
an area designated by the Director of the Federal Emergency Management Agency as a special fldod-hazard area,
Grantor agrees to obtain and maintain Federat Flood Insurance, if available, within 45 days after notice is diven‘by
Lender that the Property is located in a special flood hazard area, for the maximum amount of your credit:line and™.
the full unpaid principal balance of any prior liens on the property securing the loan, up ta the maximum policy -
fimits set under the National Flood Insurance Program, or as otherwise required by Lender, and to rnaintar_ sugh ;
insurance for the term of the loan. A

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the Property" it the A7
astimated cost of repair or replacement exceeds §1,000.00. Lender may make proof of loss if Grantor fails 1o dcrv
so within fifteen {15) days of the casualty. Whether or not Lender's security is impaired, Lender may, at Lender g4
election, receive and retain the proceeds of any insurance and apply the proceeds to the reduction of thé
Indebtedness, payment of any lien affecting the Property, or the restoration and repair of the Property. If Lender
elects to apply the proceeds to restoration and repair, Grantor shall repair ar replace the damaged or destroyed |
Improvements in a manner satisfactory to Lender. Lender shall, upon satisfactory proof of such expenditure, pay.<

AMAAAAA
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DEED OF TRUST
{Continued) Page 5

> iﬁterest made by Grantor,

" _‘Subségiient Taxes. [f any tax to which this section applies is enacted subsequent to the date of this Deed of
Trust, “this ‘event shall have the same effect as an Event of Default, and Lender may exercise any or all of its
avdgilable remedies for an Event of Default as provided below unless Grantor either (1} pays the tax before it
‘becomes delinguent, or (2) contests the tax as provided above in the Taxes and Liens section and deposits with
Lender cash or a sufficient corporate surety band or other security satisfactory to Lender.

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

Security Agreement This instrument shall constitute a Security Agreement t0 the extent any of the Property
constitutes-fixtires,- and Lender shall have all of the rights of a secured party under the Uniform Commercial Code
as amended from. t|me_to time.

Security Interest. Upon request by Lendar, Grantor shall take whatever action is requested by Lender to perfect
and continue Lender's seclirity interest in the Personal Property. In addition to recarding this Deed of Trust in the
real property records; Lender may, at any time and without further authorization from Grantor, file executed
counterparts, ~copies: or. reproductions of this Deed of Trust as a financing statement, Grantor shall reimburse
Lender for all expensés<incuried in perfecting or continuing this security interest. Upon default, Grantor shall not
remove, sever or detach.the Personal Property from the Property. Upon default, Grantor shall assemble any
Parsonal Property not affixed to the Property in a manner and at a place reasonably convenient to Grantor and
Lender and make it availdble to Lender within three {3} days after receipt of written demand from Lender to the
extent permitted by apphcable laww.

Addrasses. The manl:ng addresses of Grantor {debtor} and Lender (secured partyl from which information
concerning the security interest granted by this Deed of Trust may be obtained (each as required by the Uniform
Commercial Code) are as stated oh the flrst page of this Deed of Trust.

FURTHER ASSURANCES: ATTORNEY 1N FACT The following provisions relating to further assurances and
attorney-in-fact are a part of this Déed gf Trust:

Further Assurances. At any time, and from.tifg to time, upon request of Lender, Grantor will make, execute and
deliver, ar will cause to be made;’exgcutéd or:defivered, to Lender or to Lender's designee, and when requested by
Lender, cause to be filed, recorded, refilel, 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 statements, continuation statements, instruments of further assurance, certificates, and
other documents as may, in the sofe opinion of Lender, be necessary or desirable in order to effectuate, complete,
perfect, continug, or preserve {1} Grantgr's obligations under the Credit Agreement, this Deed of Trust, and the
Related Daocuments, and (2) the liens”and seturity interests created by this Deed of Trust on the Praperty,
whether now owned or hereafter acquired By Grantor. Unless prohibited by law or Lender agrees to the contrary in
writing, Grantor shall reimburse Lender for all r;osts and expenses incurred in connection with the matters referred
ta in this paragraph.

Attornay-in-Fact, |f Grantor fails 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. For such purposes, Grantor hereby irrevocably appoints
Lender as Grantor’s attorney-in-fact for the purpose of making, executing, delivering, filing, recording, and doing all
other things 88 may be nacessary or desirable, in Lender § sole opmion, to accomplish the matters referred to in
the preceding paragraph.

FULL PERFORMARNCE. If Grantor pays all the Indebtedness whe.n due termmates the credit line account, 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 Suitable statements of termination of any
financing statement on file evidencing Lender's security interest’in”the Rents and the Personal Property. Any
reconveyance fee shall be paid by Grantor, if permitted by applicable’law. The grantee in any reconveyance may be
described as the "person or persons legally entitled thereto™, and the recitals in the reconveyance of any matters or
facts shall be conclusive proof of the truthfulness of any such matters or, facts :

EVENTS OF DEFAULT. Grantor will be in default under this Deed of Trust if any of the following happen: {A) Grantor
commits fraud or makes a material Mmisrepreseniation at any time in connection with the.Credit Agreement. This can
include, for example, a false statement about Grantor's income, assets, Ilabll_a_tles or any other aspects of Grantor's
financial condition. (B} Grantor does not meet the repayment terms of the Credit Agreement. (C} Grantor's action or
inaction adversely affects the collateral or Lender's rights in the collateral.: This can include, for example, failure to
maintain required insurance, waste ot destructive use of the dwelling, failure to pay+axes, death of all persons liable on
the account, transfer of titte or sale of the dwelling, creation of a senior lien.on the .dwelling without Lender's
permission, foreclosure by the halder of another lien, or the use of funds or the dwelling for-"prohibited pUrposes.

RIGHTS AND REMEDIES ON DEFAULT. [f an Event of Default occurs under this Deéed :of Trust at an\,r time thereafter,
Trustee or Lender may exercise any one or more af the following rights and remedies:;

Election of Remedies. All of Lender’'s rights and remedies will be cumulative - and mav be exerclsed alone or
together. An election by Lender to choose any one remedy will not bar Lender froii using’ any cher remedy. |If
Lender decides to spend money or to perform any of Grantor's obligations under this Deed of: Trust after Grantor's
failure to do so, that decision by Lender will not affect Lender's right to declare Granter in default and to exercise
Lender's remedies. S P

Accelerate Indebtedness. Lender shall have the right at its option to declare the entire Iﬁde_bteﬂ_héé_simmediately
due and pavyable. A B

Foreclosure, With respect to all or any part of the Real Property, the Trustee shall have the right 0 exerc:se its
power of sale and to foreclose by notice and sale, and Lender shall have the right to foreclose hv judlcnal
foreclosure, in either case in accordance with and to the full extent provided by applicable law. o 4

UCC Remedies. With respect to all or any part of the Personal Property, Lender shall have all the rlghts and
remedies of a secured party under the Uniform Cemmercial Code, :

Collect Rents. Lender shall have the right, without notice to Grantor to take possession of and manage th

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 ér-~ .~ .
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 instruments received in
paymant thereat in the name of Grantor and to nagotiate the same and collect the proceeds. Payments by tenarits
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 its rights under this .

subparagraph either in parson, by agent, or through a receiver. .
200
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DEED OF TRUST
{Continued) Page 7

Sl -dstate in the Property at any time held by or for the benefit of Lender in any capacity, without the written consent
“ of Lender.

'“Gd\.rgrnin_g"'L,aw. This Deed of Trust will be governed by federal law applicable to Lender and, to the exient not
Jpreempted by federal law, tha laws of the State of Washington without regard to its conflicts of law provisions,
“This Deed of Trust has been accepted by Lender in the State of Washington.

i_.c:ho'lce af '\Iénue I there is a lawsuit, Grantor agrees upon Lender’s request to submit to the jurisdiction of the
courts of Snohomlsh County, State of Washington.

Jomt and Several Llablllt\] All obligations of Grarter under this Deed of Trust shall be joint and several, and all
references to ..Grantor shall mean each and every Grantor. This means that each Grantor signing below is
responsible for all obligations in this Deed of Trust.

No Waiver by Eerder..- Grantor understands Lender will not give up any of Lender's rights under this Deed of Trust
unless Lender does so.in"writing. The fact that Lender delays or omits to exercise any right will not mean that
Lender has given-up-that, right. If Lender does agree in writing to give up one of Lender's rights, that does not
mean Grantor will-hot have to comply with the other provisions of this Deed of Trust. Grantor also understands
that if Lender.does éonsent to. a request, that does not mean that Grantor will not have to get Lender's consent
again if the situation happens again. Grantor further understands that just because Lender consents to one or
more of Grantor's requests, that does not mean Lender will be required to consent to any of Grantor's future
requests. Grantor wai‘ye's‘p'fesgan_tment, demand for payment, protest, and notice of dishonor.

Severability. ¥ a couryfings that.any provision of this Deed of Trust is not valid or should not be enforced, that
fact by itself will not ‘mean that the 'rest of this Deed of Trust will not be valid or enforced. Therefore, a court will
enforce the rest of the prowsmns of thls Deed of Trust even if a provision of this Deed of Trust may be found to be
invalid or unenforceable. s

Successors and Assigns. Subject to any ilmltatlons stated in this Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shall be hinding upon-and inure to the benefit of the parties, their successors and assigns. If
ownership of the Preperty becomes vested in a person other than Granter, Lender, without notice to Granter, may
deal with Grantor's successors with-reference-to this Deed of Trust and the Indebtedness by way of forbearance or
extension without releasing Gramitor from-the obligations of this Deed of Trust or liability under the Indebtedness.

Time is of the Essence. Time is aof the _esfsén_ée,ih the performance of this Deed of Trust.

Waiver of Homestead Exemption. Gré'htc'jr"héfeby releases and waives all rights and benefits of the homestead
exemption laws of the State of Washingtp.n 85 to aliIndebtedness secured by this Deed of Trust.

DEFINITIONS. The following words shall have tﬁe fpllbw.ir{g meanings when used in this Deed of Trust:
Beneficiary. The word "Beneficiary” meahs_;Whidbev Island Bank, and its successocrs and assigns.

Borrower. The word "Borrower” means ERI'K‘ PEDERSEN and DEBORAH PEDERSEN and includes al co-signers and
co-makers signing the Credit Agreement.

Credit Agreement. The words "Credit Agreement“ mean the crédit agreement dated July 15, 2005, with credit
limit Ofg $75,000.00 from Grantor 1o 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 VARIABLE |NTEREST RATE

Deed of Trust. The words "Deed of Trust” mean thms Deed of Tfust among Grantor, Lender, and Trustee, and
includes without limitation all assignment and security: mtarest prowslons relating to the Personal Property and
Rents. o ;

Environmental Laws. The words "Environmental Laws”™ mean _ahy and _all state, federal and local statutes,
regulations and ordinances relating to the protection of humar health or the environment, including without
limitation the Comprehensive Environmental Response, Campensation, and Liability Act of 1980, as amended, 42
U.8.C. Section 9601, et seq. {"CERCLA™), the Superfund Amendrhents.and’ Reauthorization Act of 1986, Pub. L.
No. 99-499 ("SARA"), the Hazardous Materials Transportation Act, 49 U,5.C. Sectien 1801, et seq., the Resource
Conservation and Recovery Act, 42 U.S.C. Section 6901, et seq.,/or .athe_r-"appj_i_qabje state or federal laws, rules,
or regulations adopted pursuant thereto.

Evant of Default. The words "Event of Default” mean any of the events: of de’rault 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 mdebtedness descrlbed in the Existing Liens
provision of this Deed of Trust. ;

Grantor. The word "Grantor” means ERIK PEDERSEN and DEBORAH PEDERSEN:

Hazardous Substances. The words "Hazardous Substances" mean matenals that, bacause of their quantity,
concentration or physical, chemical or infectious characteristics, may cause or pose a present o potential hazard
to human health or the environmant when improperty Used, treated, stared, disposed of, generated, manufactured,
transported ar otherwise handled. The words "Hazardous Substances" are used in their very.Broadest sense and
include without limitation any and all hazardous or toxic substances, materials or waste as defined by or listed
under the Environmental Laws. The term "Hazardous Substances” also includes, without. hrmtatmn, petroieum and
petroleum by-products ar any fraction thereof and ashestos. : :

Improvements. The word "lmprovements" means all existing and future improvemenfs buiiﬁihgs, structures,
mobile homes affixed on the Real Property, facilities, additions, replacements and other constructlon on the Fleal
Property. . .

Indebtedness. The word "Indebtedness” means all principal, interest, and other amounts, costs _ari"d_ :e_xpéns_es
payable under the Credit Agreement or Related Documents, together with all renewals of, extefisions “of,
modifications of, consolidations of and substitutions for the Credit Agreement or Related Documénts “arid any';j
amounts expended ar advanced by Lender to discharge Grantor's obligations or expenses incurred:by, Trusteg 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. E

Lender. The word "Lender" means Whidbey Island Bank, its successors and assigns. The wards " successors ar
assigns” mean any person or company that acquires any interest in the Credit Agreement. :

Paersonal Property. The words "Personal Property” mean ali equipment, fixtures, and other articles of persona‘l
property now or hereafter owned by Grantor, and now or hereafter attached or affixed to the Real Property;
together with all accessions, parts, and additions to, all replacements of, and ali substitutions for, any of such
property; and together with all issues and profits thereon and proceeds (lncludlng without limitation all |nsurance A

proceeds and refunds of premiums} from any sale or other disposition |w “I
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-sen_e:qm;: “A-1” 117156-PS

DESCRIPTION:

That portion.of Government Lot 4 of Section 12, Township 35 North, Range 7 East, W.M., lying Easterly of
the road shown on the-County road map as Cape Hom Road, which traverses said Government Lot in a
Northerly-Seutherly direction, and Southerly of S.S. Highway 17-A, now known as Highway 20, as
conveyed to the State of Washington by Deed dated August 24, 1949, recorded October 28, 1949, in Volume
236 of Deeds, page 342, under Auditor's File No. 437457,

EXCEPT the 2 following described tracts:

1.)The South 75 feet for fbad :pliﬁ)os.e_s as conveyed to O, M. Steen, et ux, by deed dated November 17, 1941,
filed November 19, 1941, uh_d‘er_AudﬁOr_‘_s.E_ile No. 346661 ;

2.)That portion, if any, lying Wésférl_y-.of' the Easterly line of those premises conveyed to the State of
Washington by Deed dated November. 1,°1949, filed January 5, 1950, under Auditor's File No. 440108, and
recorded in Volume 237 of Deeds, page 288

Situate in the County of Skagit, State of Washington.
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