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! 7 DEED OF TRUST
DATE: September 26 2005
Reference # (if apphcab!e} | Additional on page

Grantor(s):
1. Elston, Kathleen M
2. Elston, Steven__P.__,

Grantee(s)
1. PEOPLES BANK :
2. Chicago Titie Company Skaglt, Trustee

Legal Description: Lot 200, REV]SEQ M’AP oF :-SHELTER BAY DIV, 2
. Additional on page 2

Assessor's Tax Parcel ID#: 5100-00@;260':0000 P84197

THIS DEED OF TRUST is dated September 26, 2005, among Steven P Elston and Kathleen M
Elston, husband and wife, whose address is 200,_._-S'W'i:,1b_mish Drive, La Conner, WA 98257
{("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 Chicago Tltle Company Skaglt whose mailing address is
P.O. Box 638, Mount Vernon, WA 98273 {referred to below as" Trustee ).
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DEED OF TRUST
toan No: 5715142-1 (Continued} Page 3

othelese use or occupy the Praperty in any manner, with all laws, ordinances, and regulations, now or hereafter
=~ in‘effect, of all governmental authosities applicable to the use or occupancy of the Property, including without

~limitafion, the Americans With Disabilities Act. Grantor may contest in good faith any such law, ordinance, or
_regulation and withheld compliance during any proceeding, mcludmg appropriate appeals, so long as Grantor has
‘notitied Lender in writing prior to doing so and so long as, in Lender's sole opinion, Lender's interests in the
© Property afe:not jeopardized. Lender may require Grantor to post adequate security or a surety bond, reasonably
'f': satisfactory to Lender, to protect Lender's interest.

t[_._)'irty., to Prétegt’f _Grantor agrees neither to abandon or leave unattended the Property. Grantor shall do all ather
acts, in addition:to. those acts set forth above in this section, which from the character and use of the Property are
reasenably necessary 10 protect and preserve the Praperty.

DUE ON SA‘LE_--'CO’N_SEN_T BY LENDER. Lender may, at Lender's optian, (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 other
document evidencing the Indebtedness and impose such other conditions as Lender deems appropriate, upon the sale or
transfer, without Lender's’ pr 1 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 Praperty;
whether legal, bereficial or-equitable; whether voluntary or inveluntary; whether by outright sale, deed, installment sale
contract, land contract, contract.for deed, leasehold interest with a term greater than three {3) years, lease-option
contract, or by sale, assignment, or transfer of any beneficial interest in or to any land trust holding title to the Real
Property, or by any other method of conveyance of an interest in the Real Property However, this option shall not be

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

Payment. Grantor shall pay when d.ue-:[and in all events prior to delinquency) all taxes, special taxes, assessmants,
charges {including water and sewer); fings, and impositions levied against or on account of the Property, and shall
pay when due all claims for work doné onor for services rendered or material furnished to the Property. Grantor
shall maintain the Property frée'ot all liehs having priority over or equal to the interest of Lender under this Deed of
Trust, except for the lien of taxés and assessments not due, except for the Existing Indebtedness referred to
below, and except as otherwise prowded in thls Deed of Trust.

Right to Contest. Grantor may wrthhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the obligation to pay, ‘so- Iveng as Lender's interest in the Property is not jeopardized. If a lien arises or
is filed as a result of nonpayment, Grantor shall within fifteen (15) days after the lien arises or, if a lien is fited,
within fifteen (15) days after Grantor has notice of the filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lender cash or a suffigient corporate surety bond or other security satisfactory to Lender in an
amount sufficient to discharge the lien plus any cests and attorneys' 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 Property. Grantor shall name Lender as an additional
obligee under any surety bond furnished in the éontest proceedings.

Evidence of Payment. Grantor shall upon demand furnish to Lender satisfactary evidence of payment of the taxes
or assessments and shall authorize the apprapriate governmenta[ .official to deliver to Lender at any time a written
statement of the taxes and assessments against the Property e

Notice of Construction. Grantor shall notify Lender at Ieast f|fteen £1 5) days before any work is commenced, any
services are furnished, or any materials are supplied to the Propgrty, if any mechanic's lien, materialmen’s lien, or
other lien could be asserted on account of the work, services, or-materials. Grantor wili upon request of Lender
furnish to Lender advance assurances satisfactory to® Lender that Grantor can and will pay the cost of such
improvements. E N

PROPERTY DAMAGE INSURANCE. The following provisians relatlng to |nsurmg the Praperty are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and maintain' 'policies,--bf:fire insurance with standard extended
coverage endorsements on a reptacement basis for the full insdrable-value covering all improvements on the Real
Property in an amount sufficient to aveid application of any coinsurance clause, and with a standard martgagee
clause in favor of Lendar. Grantor shall also precure and maintain comprehenswe general liability insurance in sugh
coverage amounts as Lender may request with Trustee and Lender being named: as additional insureds in such
liability insurance policies. Additicnally, Grantor shall maintain such other |nsurartce, including but not limited to
hazard, business interruption, and boiler insurance, as Lender may reasgnably 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 request of Lender, will deliver tg-Lender from time to time the
policies or certificates of insurance in form satisfactory to Lender, including stipulatiohs that coverages will not be
cancelled or diminished without at least thirty {30} days prior written notice to Lender. Eagh insurance policy also
shall include an endorsement providing that coverage in favor of Lender will not be. |mpa|red in-any way by any act,
omission or default of Grantor or any other person. The Real Property is or will be located in an itea desighated by
the Director of the Federal Emeargency Management Agency as a special flood* hazard area:’ Grantor agrees to
obtain and maintain Federal Flood Insurance, if available, for the maximum amount“af your‘credit-line and the full
unpaid principal balance of 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 marntam_‘ sucb insurance
for the term of the loan. :

Application of Proceeds, Grantor shall promptly notify Lender of any loss or damage to tH_e Fropérty.."'Leqder may
make proof of loss if Grantor fails to do so within fifteen (15) days of the casualty. Whather ar not” Lender's
security is impaired, Lender may, at Lender's election, receive and retain the proceeds of any insuranee and apply
the proceeds to the reduction of the Indebtedness, payment of any lien affecting the Praperty, orsthe resteratron
and repair of the Property. If Lender elects to apply the proceeds to restoration and repair, Graptor; Shall: repairior
teplace the damaged or destroyed lmprovements in a manner satisfactory to Lender. Lender shall, upon
satisfactory proof of such expenditure, pay or reimburse Grantor from the proceeds for the reasdnable. cost of,
repair or restoration if Grantor is not in default under this Deed of Trust. Any proceeds which have not_kieen :
disbursed within 180 days after their receipt and which Lender has not committed to the repair or restoratior of
the Property shall be used first 10 pay any amount owing to Lender under this Deed of Trust, then to pay accrued .
interest, and the remainder, if any, shall be applied to the principal balance of the Indebtedness. If Lender hetds .+~
any proceeds after payment in full of the Indebtedness, such praceeds shall be paid without interest to Grantor as"
Grantor's interests may appear. 2

Compliance with Existing Indebtedness. During the period in which any Existing Indebtedness described be}owi-'i“s
in effect, compliance with the insurance provisions contained in the instrument evidencing such Existing .
Indebtedness shall constitute compliance with the insurance provisions under this Deed of Trust, to the extent -
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DEED OF TRUST

" Eoan No: 5715142-1 (Continued) page 5

_:=:i'n:ier'é'st made by Grantor.

v k__.S.l.ij_equ_ﬂth Taxes. If any tax to which this section applies is enacted subsequent to the date of this Deed of

Trist, this.event shall have the same effect as an Event of Default, and Lender may exercise any or all of its
-available“remedies for an Event of Default as provided below unless Grantor either (1) pays the tax before it
- beécomes delinquent, or {2) contests the tax as provided above in the Taxes and Liens section and deposits with
i Lender cash or a sufficient carporate surety bond or other security satisfactory to Lender.

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

Secuntv _Agreeme.nt, This instrument shall constitute a Security Agreement to the extent any of the Property
constitutes fixtures, and Lender shall have all of the rights of a secured party under the Uniform Commercial Code
as amended from time 1o time.

Security Interest. Upon request by Lender, Grantor shall take whatever action is requested by Lender to perfect
and continue Lender's ‘security interest in the Rents and Personal Property. In addition to recording this Deed of
Trust in the redl property. records, Lender may, at any time and without further authorization from Grantor, file
executed cownterparts, copies or reproductions of this Deed of Trust as a financing statement. Grantor shalt
reimburse Lender for all .expenags incurred 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 shatl assemble
any Personal Property nat 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 to the
extent permitted by“applicable law,

Addresses. The méilingj" addresses"of Grantor {debtor} and Lender {secured party) from which information
concerning the security i‘nt_érest 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-INFAGT. The following provisions relating to further assurances and
attorney-in-fact are a part of this Degd of-'Trus't'

Further Assurances. At any tlme and from time to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause to be made,-éxecyted 0! delivered, to Lender or to Lender's designee, and when requested by
Lender, cause to be filed, recorded; refrled or rerecorded, as the case may be, at such timas and in such offices
and places as Lender may deam appropnate any and all such mortgages, deeds of trust, security deeds, security
agreements, financing statements, contiridation statements, instruments of further assurance, certificates, and
other documents as may, in the sole opirion of Lerider, 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
Related Documents, and (2) the liens’ and security interests created by this Deed of Trust on the Property,
whether now owned or hereafter acquired by Grantor. Unless prohibited by law or Lender agrees to the contrary in
wrltlng, Grantor shall reimburse Lender for all costs and expenses incurred in connection with the matters raferred
to in this paragraph. :

Attorney-in-Fact. If Grantor fails to do any of the things refereéd 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 atterney-in-fact for the purpose of maklng, executing, delivering, filing, recarding, and doing all
other things as may be necessary or desirable, in Lender s sole” oplmon to accomplish the matters referred to in
the preceding paragraph. ;

FULL PERFORMANCE. If Grantor pays all the Indebtedness when due términates the credit line account, and otharwise
performs all the obligations imposed upon Grantar under this® Daad of-Trust; Lender shall execute and deliver 1o Trustiee
a request for full reconveyance and shall execute and deliver-to Grantor. suitable statemants of termination of any
financing statement on file evidencing Lender's security interestsin-"the Rerts 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", andithe recitals in the reconveyance of any matters or
facts shall be conclusive proof of the truthfulness of any such mattets ‘or facts i

EVENTS OF DEFAULT. Grantor will be in default under this Deed of Trust |f anv.cf the. following happen: (A) Grantor
commits fraud or makes a material misrepresentation at any time in connéctioh with.the Credit Agreement. This can
include, for example, a false statement about Grantor’s income, assets, Ilabllmes orany 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“intlude, for example, failure to
maintain required insurance, waste or destructive use of the dwaeiling, failure to°pay. taxes, death of all persons liable on
the agcount, transfer of title or sale of the dwelling, creation of a senior.lien ‘on thé dwelling without Lender's
permission, foreclosure by the holder of another lien, or the use of funds or the dwelllng for prohibited purposes.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under this Deed o Trust, atany time thereafter,
Trustee or Lender may exercise any one or more of the following rights and remedies:

Election of Remedies. Election by Lender to pursue any remedy shall not exclude. purswt of any other remedy, and
an election to make expenditures or to take action to perfarm an obligation of Grantor under this Deed of Trust,
after Grantor's failure to perform, shall not affect Lender's right to declare a default and exermse Lts remedies.

Accelerate Indebtedness. Lender shall have the right at its option to declare the entma Indebtedness lmmedlately
due and payable, :

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have. the- r|ght 10 exermse its
power of sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by jUdlC|E|
foreclosure, in either case in accordance with and to the full extent provided by applicable law.

UCC Remedies. With respect to all or any part of the Personal Property, Lender shall have ali the righ‘tﬁ and
remedies of a secured party under the Uniferm Commercial Code. : .

Collect Rents. Lender shall have the right, without notice to Grantor to take possession of and manage thie”,
Property and collect the Rents, including amounts past due and unpaid, and apply the net proceeds, ovar~and >
above Lender's casts, against the Indebtedness. In furtherance of this right, Lender may require any tenan 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 instruments ‘recéived jn

payment thereof in the name of Grantor and to negotiate the same and collect the proceeds. Paymaents by tenants™ ..
or other users to Lender in response 1o Lender’s demand shall satisfy the obligations for which the payments iare, -

made, whether or not any proper grounds for the demand existed. Lender may exercise its rights under this
subparagraph either in person, by agent, or through a recaiver.

Appoint Receiver. Lander shall have the right to have a receiver appointed to take possession of all or any part of =

W
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Qo DEED OF TRUST
Loan No: 5715142-1 {Continued) Page 7

_used to interpret or define the provisians of this Deed of Trust.

k__M"erger There shall be no merger of the interest or estate created by this Deed of Trust with any other interest or
estate in the Property at any time held by or for the benefit of Lender in any capacity, without the written consent
.ef Lender

Govermng ‘Law. This Deed of Trust will be governed by federal law applicable to Lender and, to the extent not
- preempted by federal law, the 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.

Chmce of Venue. "If there is a lawsuit, Grantor agrees upon Lender's request to submit to the jurisdiction of the
courts of__SK_A@IT =Cta_unt\.', State of Washington.

Joint and Several Liability. All obligations of Grantor under this Deed of Trust shall be joint and several, and alt
referencés to Grantor<shall mean each and every Grantor. This means that each Grantor signing below is
responsible for all obligatiens in this Deed of Trust.

No Waiver by Lerider, Lénder shall not be deemed to have waived any rights under this Deed of Trust unless such
waiver is giverin: Awriting and signed by Lender. No delay or omission on the part of Lender in exercising any right
shall operate ‘as a wajver af such right or any other right. A waiver by Lender of a provision of this Deed of Trust
shall not prejudice of: constltute a waiver of Lender's right otherwise to demand strict compliance with that
provision or any other provision of this Deed of Trust. No prior 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 abligations
as to any future transactions: Wheénever the consent of Lender is required under this Deed of Trust, the granting
of such censent 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.

Severability. If a court gf tompetent jurisdiction finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable as to any persen or circumstance, that finding shall not make the offending provision illegal, invalid,
or unenforceable as to any other person_ar circumstance. |f feasible, the offending provision shall be considered
modified so that it becomes Iegal valig<and enforceable. If the offending provision cannot be so modified, it shall
be considered deleted frem thig~ Deed of Trust. Unless otherwise required by law, the ilegality, invalidity, or
unenforceability of any provision of thIS Deed“bf Trust shall not affect the legality, validity or enforceability of any
other provision of this Deed of Trust

Successors and Assigns, Subject 10° any hmitatlons stated in this Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shall be binding upon and:inure ta the benefit of the parties, their successors and assigns. If
ownership of the Property becames vestéed in a person other than Grantor, Lender, without notice to Grantor, may
deal with Grantor's successors with referenice to-this'Deed of Trust and the Indebtedness by way of forbearance or
extension without releasing Grantor from =t'he obligations of this Deed of Trust or liability under the Indebtedness.

Time is of the Essence. Time is of the essefnce‘ih the performance of this Deed of Trust.

any action, proceeding, or

)

Waiver of Homestead Exemption. Grantor her‘éiby releases and waives all rights and benefits of the homestead
exemption laws of the State of Washington as to all Indebtad,neés secured by this Deed of Trust.

DEFINITIONS. The following capitalized words and termsshgll’have the:fallowing meanings when used in this Deed of
Trust. Unless specifically stated to the contrary, all referénc‘es to dollar’ amounts shall mean amounts in lawful money
of the United States of America. Words and terms used “in the smgular shall include the plural, and the plural shall
include the singular, as the context may require. Words arid terms not. othermse defined in this Deed of Trust shall
have the meanings attributed to such terms in the Uniform Commerc:al Code

Waive Jury. All parties to this Deed of Trust ﬁereby walve the right to
counterclaim brought by any party against any-other party. (Initial Here

Beneficiary. The word "Beneficiary” means PEOPLES BANK, and sts success‘ors and assigns.

Borrower. The word "Borrower” means Kathleen M Elston and Steven P Elston and inciudes all co-signers and
co-makers signing the Credit Agreement and all their successors, and assngns

Credit Agreement. The words "Credit Agreement” mean the credlt agreement"‘dated September 26, 2005, with
credit limit of $50,000.00 from Grantor to Lender, together “with--all “renewals of, extensions of,
modifications of, refinancings of, consolidations of, and substitutions’ fof the premissory note or agreement.
NOTICE TO GRANTOR: THE CREDIT AGREEMENT CONTAINS A VARIABLE INTEREST RATE.

Deed of Trust. The wards "Deed of Trust” mean this Deed of Trust'arﬁong Granior, Lender, and Trustee, and
includes without limitation all assignment and security interest pro\nsnons relatlng 10 the Personal Property and
Rents. ;

Default. The word "Default” means the Default set forth in this Deed of Trust in--fhe §ection titled "Default”.

Event of Default., The words "Event of Default” mean any of the events of default set for

i in‘this Deed of Trust in
the events of default section of this Deed of Trust. =

Existing Indebtedness. The words "Existing Indebtedness” mean the indebtedneés..desdribed'yi_n the Existing Liens
provision of this Deed of Trust. N

Grantor. The word "Grantor" means Kathleen M Elston and Steven P Elston.

Improvements. The word "Improvements" means all existing and future mprovements bundmgs structures,
maobile homes affixed on the Real Property, facilities, additions, replacements and other constructlon on the Real
Property. R : .

Indebtedness, The word "Indebtedness" means all principal, interest, and other amounts;-' cﬁéts_.énd_-" ékpe‘nses
payable under the Credit Agreement or Related Documents, together with all renewals ofi” extensions “of,
modifications of, consolidations of and substitutions for the Credit Agreement or Related Ddéourients and“any
amounts expended or advanced by Lender to discharge Grantor's abligations or expenses incurred:by Trustee of.
Lender to enforce Grantor's obligations under this Deed of Trust, together with interest on sich:amounts as :
provided in this Deed of Trust. Specifically, without limitation, Indebtedness includes all amounts, that may bex_:-'
indirectly secured by the Cross-Collateralization provision of this Deed of Trust.

Lender. The word "Lender” means PEOPLES BANK, its successors and assigns.

Personal Property. The words "Personal Property” mean all equipment, fixtures, and other articles of persanai
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, alt replacements of, and all substitutions for, any of.such
property; and together with all issues and profits thereon and proceeds {including without limitation all insurance
proceeds and refunds of premiums) from any sale or other disposition of the Property.

L
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