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Reference # (it appllcabte) L Additional on page ____
Grantor{s}: 5

1. Schwafel, Gerald E

2. Schwafel, Patr,lc.[a M

Grantee(s)
1. PEOPLES BANK . '
2. Chicago Title Company Skaglt Trustee

Legal Description: Ptn Lts 15 and 16_, M_ARIN_E-.:HTS
e S Additional on page

Assessor's Tax Parcel ID#: 4695-000-015-0000 P111753

THIS DEED OF TRUST is dated January 23, 2006, among Gerald E Schwafel and Patricia M
Schwafel, husband and wife, whose address is.4314 Marine Heights Way, Anacortes, WA
98221 ("Grantor"); PEOPLES BANK, whose mailing address is ANACORTES OFFICE, 911 11th
STREET, ANACORTES, WA 98221 (referred to helow $ometimes as “"Lender” and sometimes
as "Beneficiary”); and Chicago Titla Company - Skaglt whose mallmg address is P.0O. Box 638,
Mount Vernon, WA 98273 (referred to below as 'Trustee")
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DEED OF TRUST
L_pén-_;mo: 5714120-1 (Continued) Page 3

i Nuieance, Waste. Grantor shall not cause, conduct or permit any nuisance nor commit, permit, or suffer any
’ ___..-:'s"tripping of or waste on or to the Property or any portion of the Property, Without limiting the generality of the

foregoing, Grantor will nat remaove, or grant to any other party the right to remove, any timber, minerals {including
-~ oil and gasL coal, clay, scoria, soil, gravel or rock products without Lender's prior written consent,

_}Re:mova! o_f_ lmprovements. Grantor shall not demolish or remove any !mprovements frorn the Real Property
.iw,fthout Lerﬂder's prior written consent. As a condition to the removal of any Improvements, Lender may require
<Grantor to-make arrangements satisfactory to Lender to replace such Improvemnents with Improvements of at least
aqual value

Lender 5 Right to Enter Lender and Lender's agents and representatives may enter upon thé Real Property at all
reasonable ‘times “to- attend to Lender's interests and to inspect the Real Property for purposes of Grantor's
compliante With the.terms and conditions of this Deed of Trust.

Compliance with: Governmental Requirements. Grantor shall promptly comply, and shall promptly cause
campliance by all agents; tenants or other persons or entities of every nature whatsoever who rent, lease or
otharwise use or GCCcupy the Property in any manner, with all taws, ordinances, and regulations, now or hereafter
in effect, of all, governmental authorities applicable to the use or pccupancy of the Property, including without
limitation, the Améericans With Disabilities Act. Grantor may contest in good faith any such law, ordinance, or
regulation and - wathhold comphance during any proceeding, including appropriate appeals, so long as Grantor has
notified Lender in wrmng prlor ‘to deing so and so leng as, in Lender's sole opinion, Lender’s interests in the
Property are not jeopardized.. Lender may require Grantor to post adequate security or a surety bond, reasonably
satisfactory to Lender 2] protect Lender s interest.

Duty to Protect. Grantor agrees neuther to abandon or leave unattended the Property. Grantor shall do ail other
acts, in addition to those acts set forth abave in this section, which from the character and use of the Property are
reasonably necessary to protect and, preserve the Praperty.

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lender’s option, (A) declare immediately due and payable all
sums secured by this Deed of Trustor (BY increase the interest rate provided for in the Credit Agreement or other
document evidencing the indebtadricss and impose such other conditions as Lender deems appropriate, upon the sale or
transfer, without Lender's prior writtet gonsent, of all or any part of the Real Property, or any interest in the Real
Property. A "sale or transfer” means the conveyarice:.of Real Property or any right, title or interest in the Real Property;
whether legal, beneficial or equitable; whathef volupitary or involuntary; whather by outright sale, deed, installment sale
contract, land contract, contract for deed, leasehold intarest with a term greater than three (3} years, lease-option
contract, or by sale, assignment, or transfer of .any beneficial intarest in or to any land trust holding title to the Real
Property, or by any other methed of conveyance of an intérest in the Real Property. However, this option shall not be
exercised by Lender if such exercise is prohibitéd by fedéraf law or by Washington law.

TAXES AND LIENS. The folfowing provrsmns relatmg 1o the taxes and liens on the Property are part of this Deed of
Trust:

Payment. Grantor shall pay when due {and ih all events priot 1o delinquency) all taxes, special taxes, assessments,
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 done on or for gervices rendéred or material furnished to the Property. Grantor
shall maintain the Property free of all iens having priority over or egual to the interest of Lender under this Deed of
Trust, except for the lien of taxes and assessments not “dus, 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
dlspute over the obligation to pay, so long as Lender's interest jn thé Property is not jeopardized. If a lien arises or
is filed as a result of nonpayment, Grantor shall within fifteén {15) days. after the lien arises or, if a lien is filed,
within fifteen (15) days after Grantor has notice of the filing; secdire the ‘discharge of the lien, or if requested by
Lender, deposit with Lender cash or a sufficient corporate surety: bonid or Gther security satisfactory to Lender in an
amount sufficient to discharge the lien plus any costs and attorneys’ fees, or.other charges that could accrue as a
result of a foreclosure or sale under the lien. In any contest, Grantar shall defend itself and Lender and shall
satisfy any adverse judgment before enforcermnent against the Property 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 satlsfactcrv ewdence of payment of the taxes
or assessments and shall authorize the appropriate governmental official to deliver to:Lender at any time a written
statement of the taxes and assessments against the Property. H ¢

Notice of Construction. Grantor shall notify Lender at least fifteen {15) days before an Awork is commenced, any
services are furnished, or any materials are supplied to the Property, if any rmeghanic's ligh, materialmen's lien, or
ather lien could be asserted on account of the work, services, or materials...&3fantor will upen request of Lender
furnish to Lender advance assurances satisfactory to Lender that Grantor can and witl pav the cost of such
improvements.

PROPERTY DAMAGE INSURANCE. The following pravisions relating to insuring the Praperw..
Trust.

Maintenance of lnsurance. Grantor shall procure and maintain policies of fire instirarice wnh standard axtended
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 & " standard: mortgagee
clause in favor of Lender. Grantor shall aiso procure and maintain comprehensive generél ligbility insurance in such
coverage amounts as Lender may request with Trustee and Lender being named as additional- i ureds in such
liability insurance policies. Additionally, Grantor shall maintain such other insurance, inchadifig. Hut-Not limited 1o
hazard, business interruption, and boiler insurance, as Lender may reasonably require. Policies shall he  written in
form, amounts, coverages and basis reasonably acceptable to Lender and issued by a company .or cornpanles
reasonably acceptable to Lender. Grantor, upon request of Lender, will deliver 1o Lender from t-mn 1 time ‘the
policies or certificates of insurance in form satisfactory to Lender, including stipulations that coverages wrll not.be

're:_,a'p-'_:_rt of this Deed of

cancelled or diminished withaut at l=ast thirty {30} days prioy written notice 1o Lender. Each insutance pohcy alsp.

shall include an endorsemant providing that coverage in favor of Lender will not be impaired in any way by any act,

omission or default of Grantor or any other person. Should the Real Property be located in an area ‘designated by k_:?'
the Diractor of the Federal Emergency Management Agency as a special flood hazard area, Grantor agrees 1o

obtain and maintain Federal Flood Insurance, if available, within 45 days after notice is given by Lendet that the

Property is jocated in a special flood hazard area, for the maximum armount of your credit line and the ful! unpald,"';_
principal balance of any prior fiens on the property securing the loan, up to the maximum policy limits set under the .~
National Flood Insurance Program, or as otherwise required by Lender, and to maintain such insurance for the term-"

of the loan, .
Appiication of Proceeds. Grantar shall promptly notify Lender of any loss or damage to the Property. Lender mav

HAUME R N
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ra DEED OF TRUST
* Loan:No: 5714120-1 {Continued} Page 5

g net proceeds of the award be applied to the Indebtedness or the repair or restoration of the Property. The net
~proceeds of the award shall mean the award after payment of all reasonable costs, expenses, and attorneys’ fees
incurred-hy Trustee or Lender in cannection with the condemnation.

MPOSITION-OF ‘TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES, The following provisions relating
w0 goiremmental taxes, tegs and charges are a part of this Deed of Trust:

“Current Taxes, Fees and Charges. Upon reguest by Lender, Grantor shall execute such documents in addition to
this Deed-of:Trust and take whatever other action is requested by Lender to perfect and continue Lender’s lien on
the Real’ Pmperty Grantor shali reimburse Lender for all taxes, as described below, together with all expenses
incurred-in recording, perfecting or continuing this Deed of Trust, including without limitation all taxes, fees,
documentary starnps and other charges for recording or registering this Deed of Trust.

Taxes.:” The toquwmg ‘shall constitute taxes to which this section applies: {1) a specific tax upon this type of
Deed of-Trust br 'upen_dll or any part of the Indebtedness secured by this Deed of Trust; (2) a specific tax on
Grantor which Granter is authorized or required to deduct from paymenis on the \ndebledness secured 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 Credit
Agreement; and” (4) " a spet_:rfrc tax on all or any portion of the Indebtedness or on payments of principal and
interest made-by Grantor.

Subsequent Taxes. If: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
available remedies for an Event of Default as provided below unless Grantor either (1) pays the tax before it
becomes delinquent,. ot A2} contests the tax as provided above in the Taxes and Liens section and deposits with
Lender cash or a sufficient, corporate syrety bond or aother 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 thls Deed. ef Trust

Security Agreement. Thrs mstrument sha]l 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 Uniforrn Commercial Code
as amended from time to time. :

Security Interest. Upon reguest, by Lender, Grantor shall take whatever action is requested by Lander to perfect
and continue Lender's security rntereet N the; ‘Rents and Personal Property. In addition to recording this Deed of
Trust in the real property records; Lender may, at any time and without further authorization from Grantor, file
executed counterparis, copies of reproductlons of this Deed of Trust as a financing statement. Grantor shall
reimburse Lender for all expenses incurred in perfectifig or continuing this security intarest. Upon defauit, Grantor
shall not remove, sever or detach the Personal Property fram the Property, Upon default, Granter shall assemble
any Personal Property not affixed to the ‘F‘re‘perty' in-a manner and at a place reasonably convenient to Granter and
Lender and make it available to Lender wrthm three {3} days after receipt of written demand from Lender to the
extent permitted by applicable law.

Addresses. The mailing addresses of Grantor {debtor) and Lender (secured party) from which information
concerning the security interest granted by this Deed of Trust may be obtained leach as required by the Uniform
Commercial Code) are as stated on the first page.of this Deed.of Trust.

FURTHER ASSURANCES; ATTORNEY-IN-FACT, The fonm‘{}ing "‘-p?qvisions relating to further assurances and
attorney-in-fact are a part of this Deed of Trust: ; L

Furthar Assurances. At any time, and from time to trme upon request of Lender, Grantor will make, execute and
deliver, or will cause to be made, executed or delivered;: .to Lender ot to Lender's designee, and when requested by
Lender, cause to be filed, recorded, refiled, or rerecarded, a§ 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 sole opinion of Lender, be necéssary or desirable in order to effectuate, complete,
perfect, continue, ar preserve (1) Grantar's obligations under the Credit; Agreement, ihis 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 awned or hereafter acquired by Grantor. Unless prohrblted by law.or Lender agrees to the contrary in
writing, Grantor shall reimburse Lender for all costs and expenses mcurred in connectaon with the matters referred
to in this paragraph. P ;

Attorney-in-Fact. If Grantor fails to do any of the things referred to in the precedmg paragraah 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 far the purpase of making, executing, delivering, filinl; recording, and doing alt
other things as may be necessary or desirable, in Lender's sola opinion, to accomplrsh the matters referred to in
the preceding paragraph. .

FULL PERFORMANCE. If Grantor pays all the Indebtedness when due, terminates the. credrt line actount, 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 tetmination of any
financing statement an 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 granteg in any recenveyance may be
described as the "person or persons legally entitied thereto”, and the recitals in the reconveyance of any matters ar
facts shall be canclusive proof of the truthfulness of any such matters or facts. .

EVENTS OF DEFAULY. Grantor will be in default under this Deed of Trust if any of the followmg happen (AI Grantar
commits fraud or makes a material misrepresentation at any time in connection with the Credit Agreemerit. This can
include, for example, a false statement about Grantor's incame, assets, liabilities, or any other aspects of-Grantor's
finangial condition. {B} Grantor does not meet the repayment terms of the Credit Agreement. (Ci Gfantot's action or
inaction adversely affects the collateral or Lender's rrghts in the collateral. This can include, for examiple,- failure. to
maintain required insurance, waste or dastruciive use of the dweliing, faiiure to pay taxes, death of all-persons'iable pn
the account, transfer of tite or sale of the dwelling, creation of a senior lien on the dwelling without: Lender 8,
permission, foreclosure by the holder of another lien, or the use of funds or the dwelling for prohibited purposes

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under this Deed of Trust, at any trme thereafter, K_:Z"
Trustee or Lender may exercise any aone or more of the following rights and remedies: :

Election of Remedies. Election by Lender to pursue any remedy shall not exclude pursuit of any other remedy. and !
an election to make expenditures or to take action 1o perform 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 exercise its remedies. ;

Accelerate Indebtedness. Lender shall have the right at its option to declare the entire Indebtedness |mmedra__te"l'\:'

AN mlrlrr

Skagit County Auditor
1/24/2008 Page g of 8 3:18PM
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DEED OF TRUST
* Loan'No: 5714120-1 (Continued) Page 7

" this'Deed of Trust. Any party may change its address for notices under this Deed of Trust by giving formal written
notlce t¢ the other parties, specifying that the purpese of the notice is to change the party's address. For notice
purposes, Grantor agrees to keep Lender informed at all times of Grantor’s current address. Subject to applicable law,
sang except for notice required or allowed by law to be given in another manner, i there is more than one Grantor, any
notlce glven by~ Lender ta any Grantor is deemed to be notice given to all Grantors.

MISCELLANEOUS PROVISIONS The following miscellangous provisions are a part of this Deed of Trust:

'Amendments This Deed of Trust, together with any Related Documents, constitutes the entire understanding and
agreement of the parties as to the matters set forth in this Deed of Trust, No alteration of or amendment to this
Déed of Trust'shall be effective unless given rn wﬁiﬁ'lf}'mogned by the party or parties sought to be charged or

bound by thie al.teratten or amandment. by,

Annual Reports lf the Property is used for purposes other%hée Grantor's residence, Grantor shall fuenish to
Lender, tipon request a: certified statement of net operating |n¢dme received from the Property during Grantor's
previous fiscal year in such form and detail as Lender shall require: .‘.; "Net gperating income” shall mean all cash
receipts from the Pmperty Iess ail cash expenditures madé in co ecw,m with the operation of the Property.

Caption Headlngs Captlcn headlngs in this Deed of Trust are

r @nvenrence purposes only and are not to be
used to intarpret-or define thie provisions of this Deed ot Trus

Merger. There shall be’ no rierger of the interest or estat
estate in the Property at any trme heid by or for the beneﬂgg}
of Lender.

Governing Law, Thls Deed of Trust wnl'l be governed by federal {aw 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 Lendear in the State of Washington.

d,ﬁy this Deed of Trust with any other interest or
dxler in any capacity, without the written consent

o)
'is-

Cheice of Venue. If thers is a IawsUft, Grantor agrees upan Lender's request to submit to the jurisdiction of the
courts of SKAGIT County, Staté af Washington.

Joint and Several Liability. Al 'oi_)_li-g'ej;idns of Grantor 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 thi§ Deed-of Trust,

No Waiver by Lender. Lender shalf not be'deemad to have waived any rights under this Deed of Trust unless such
waiver is given in writing and signed by Lénder: No delay or omission on the part of Lender in exercising any right
shall operate as a waiver of such right or. any: ‘other rigght. A waiver by Lender of a provision of this Deed of Trust
shall not prejudice or constitute a waiver ;of Lerder'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 obligations
as to any future transactions. Whenever the consent of Lender is required under this Deed of Trust, the granting
of such consent by Lender in any instance s‘ha}l_ not constitute continuing consent to subsequent instances where
such consent is required and in all cases such gonsent may be granted or withheld in the sole discretion of Lender.

Severabhility. |f a court of competent jurISdICtIOH fmds any provrsron of this Deed of Trust to be illegal, invalid, or
unenforceable as 10 any person or circumnstance, that hndlng shall:not make the oﬁendmg provision illegal, invalid,
or unenforceable as to any other person or circumstance. If feasible, the offending provision shall be considered
modified so that it becomes legal, valid and entorceable, I the offending provision cannot be so modified, it shall
ba considered deleted from this Deed of Trust. Unless otherwise required by law, the illegality, invalidity, or
unenfarceability of any provision of this Deed of Trust shall not affect the legality, validity or enforceability of any
other provision of this Deed of Trust. : ey

Successors and Assigns. Subject to any limitations stated in thlS Deed of Trust on transfer of Grantor’s interest,
this Deed of Trust shall be binding upon and inure to the benefit of the parties, their successors and assigns. I
ownership of the Property becomes vested in a person other than’ Grantor, ;Lénder, without notice to Grantor, may
deat with Grantor's successors with reference to this Deed of Trust and the Indebtedness by way of forbearance or
extension without releasing Grantor from the obligations of this Deed of. Trust or ||ab||rty under the Indebtedness.

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

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

counterclaim brought by any party against any other party. {Initial Here

Waiver of Homestead Exemption. Grantor hereby releases and waives. all rights and benefits of the homestead
exemption laws of the State of Washington as to all Indebtedness secured by thrs Deed" Df Trust.

DEFINITIONS. The fallowing capitalized words and terms shall have the fol'lowmg r'neanings when used in this Deed of
Trust. Unless specifically stated to the contrary, all references to dollar amounts shall mean amounts in lawful monay
of the United States of America. Words and terms used in the singular shall incldde the plurel and the plural shall
include the singular, as the context may requrre Words and terms not otherwise deﬁned in th;s Deed of Trust shall
have the meanings attributed to such terms in the Uniform Commercial Code: . .

Beneficiary. The ward "Beneficiary" means PEQPLES BANK, and its successors and ase'.gns

Borrower. The word "Borrower" means Gerald E Schwafel and Patricia M Schwafel and- mcludes all co—sngners and
co-makers signing the Credit Agreement and all their successors and assigns. - .

Credit Agreement. The words "Credit Agreement” mean the credit agreement dated January 2‘3 2006 with
credit limit of $75,000.00 from Grantor to Lender, together with all renewals” of] extensions of,
modifications of, refinancings of, consolidations of, and substitutions for the promassory note or, agreement
NOTICE TO GRANTOR: THE CREDIT AGREEMENT CONTAINS A VARIABLE INTEREST RATE. a

Deed of Trust. The words "Deed of Trust” mean this Deed of Trust among Grantor, Lender, dnd- Trustee and
. inciudes withaut limitation all assignment and security interest provisions relating to the Persona\ Property and .
Rents. o A

Defaylt. The word "Default” means the Default set forth in this Deed of Trust in the section titled "Default"

Event of Default. The words "Event of Default” mean any of the events of default set forth in this Deed of Trust n
the events of default section of this Deed of Trust. . S

Existing Indebtadness. The words "Existing Indebtedness” mean the indebtedness described in the Emstlng Liensu
provision of this Deed of Trust,

Grantor. The word “Grantor" means Gerald E Schwafel and Patricia M Schwafel.

Improvements. The word "Improvements” means all existing and future improvements, buildings, structures,

SRR
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