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DEED OF TRUST

DATE: July 10, 2006' s

Reference # (if appllcable) 12-1 964-55
Grantor(s):
1. PETERSON, HOBERTB

Granteel(s)
1. Skagit State Bank E
2. Land Title Company_ of Skagqt Caunty, Trustee

Legal Description:
ptn SE 1/4, 2-34-3 E W.M. akaptnTrs A&B SP 23-85.

Assessor's Tax Parcel ID#: 340302-4300_2-1‘0302 {P21050)

Additional on page

Additional on page 2

THIS DEED OF TRUST is dated July 10, 2006 among ROBERT BRUCE PETERSON, an
unmarried man as his separate property, whose address is. 12838 AVON ALLEN RD,
BURLINGTON, WA 98233-3583 ("Grantor"); Skagit Sta_te_Bank whose mailing address is Main
Office, 301 E. Fairhaven Ave, P O Box 285, Butlington,-WA 98233 (referred to below
sometimes as "Lender" and sometimes as "Beneficiary ") and.Land Title Company of Skagit
County, whose mailing address is P O Box 445, Burllngton WA 98233 {referred to helow as

"Trustee").




DEED OF TRUST
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“CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustes in trust with power of sale, right

. of entry and possession and for tha benefit of Lender a3 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 affixed buildings,
improvéments and fixtures; all easements, rights of way, and appurtenances; all water, water rights and ditch rights
lincluding stock in utilities with ditch or irrigation rights); and all other rights, royaities, and profits relating to the real
property, including without limitation all minerals, oif, gas, geothermal and similar matters, (the “Real Property”)

!ocated in Skagut Cuunty. State of Washington:

That port:on of TFracts A and B of Short Plat No. 23-85, approved September 19, 1985,
filed uinder: Audlt_pr s File No. 8509200002, in Volume 7 of Short Plats, page 44, being a
portion of the South 1/2 of the Southeast 1/4 of Section 2, Township 34 North, Range 3
East, W.M., described as follows:

a.) That p__o-rt.'i'eh of ftg:i:ct A lying Northerly of a line intersecting the East line thereof at a
point 12 feet North:of the Southeast corner of said Tract A, as measured along the East line
thereof and the Sduth’west corner thereof.

b.} That portion, of Tract B descrlbed as follows:

Beginning at the Southwest corner of said Tract A;

thence Southwesterly. along the projection of the above described line to a point 10 feet
West of the East line of said Tract.B;

thence Northwesterly to the mast 'Northerly corner of said Tract B;

then Southerly along the Northeasterly line of said Tract B to the point of beginning.

TOGETHER WITH a non-excluswe eastment for underground utility purposes over and
across that portion of Tract A of: sald Short Plat lying Southerly of the line established in
subparagraph (2a) above. '

Situate in the County of Skagit, State of Washmgton

The Real Property or its address is con]monly known as 12838 Avon Allen Rd. Burlington, WA
98233. The Real Property tax identifidati@n number is 340302-4-002-0302 (P21050).

Grantor hereby assigns as security to Lender, alt of.Grantor's right, title, and interest in and to all leases, Rents, and
profits of the Property. This assignment is recorded‘in*accordance swith RCW 65.08.070; the lien created by this
assignment is intended to be specific, perfected and choate upon‘the recording of this Deed of Trust. Lender grants to
Grantor a license to collect the Rents and prafits, which license may be revoked at Lender’s option and shall be
automatically revoked upon acceleration of all or part of the Ihdebtednésé

THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS AND
PERSONAL PROPERTY, iS GIVEN TO SECURE (A) PAYMENT:OF THE tNDEBTEDNESS AND (B) PERFORMANCE OF
ANY AND ALL OBLIGATIONS UNDER THE NOTE, THE RELATED DOCUMENTS, AND THIS DEED OF TRUST. THIS
DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE‘SECURITY INTEREST IN THE RENTS AND
PERSONAL PROPERTY. IS ALSO GIVEN TO SECURE ANY AND ALL OF GRANTOR'S OBLIGATIONS UNDER THAT
CERTAIN CONSTRUCTION LOAN AGREEMENT BETWEEN GRANTOR AND LENDER OF EVEN DATE HEREWITH. ANY
EVENT OF DEFAULT UNDER THE CONSTRUCTION LOAN AGREEMENT, OR ANY OF THE RELATED DOCUMENTS
REFERRED TO THEREIN, SHALL ALSO BE AN EVENT OF DEFAULT UNDER THIS DEED OF TRUST. THIS DEED OF
TRUST IS GIVEN AND ACCEPTED ON THE FOLLOWING TERMS: :

PAYMENT AND PERFORMANCE. Except as otherwise provided in this Deed of Trust Grantor shall pay to Lender all
amounts secured by this Deed of Trust as they become due, and shall strictly and’in a tlrnel\; manner perform all of
Grantor's obligations under the Note, this Deed of Trust, and the Realated Ducuments

POSSESSION AND MAINTENANCE CF THE PROPERTY. Grantor agrees that Grantor 5 possessuon and use of the
Property shali be governed by the following provisions:

Possession and Use. Until the occurrence of an Event of Default, Grantor may {‘l} remaln in possession and
control of the Property; {2} use, operate or manage the Property; and {3} colle¢t the Rents _ftom the Property
{this privilege is a license from Lender to Grantor automatically revoked upon default) Tha. followmg provisions
retate to the use of the Property or ta other limitations on the Property. The Real Property is. not used principally
for agricultural purposes. -

Duty to Maintain. Grantor shall maintain the Property in tenantable condition and promptly perfarm aII repairs,
replacements, and maintenance necessary t¢ praserve its value. .

Compliance With Environmental Laws. Grantor represents and warrants to Lender thats., 1, "Dunng"the period of
Grantor's ownarship.of the Property, there has been no use, generation, manufacture, storage; treatrient; disposal,
release or threatened release of any Hazardous Substance by any person on, under, about'or trom.the Propertv

{2) Grantor has no knowledge of, ar reason to believe that there has been, except as previously-disciosed to and
acknowledged by Lender in writing, (a) any breach or vialation of any Environmental Laws, (b} . any ue,:"
generation, manufacture, storage, treatment, disposal, release or threatened release af any Hazardatis Substance
on, under, about or from the Property by any prior owners or occupants of the Property, or (c) any actuaI o] A
threatened litigation or claims of any kind by any person relating to such matters; and (3) Except as prewousl\,r -
disclosed to and acknowledged by Lender in writing, (a) neither Grantor nor any tenant, contractor, agent:or othér.
authorized user of the Property shall use, generate, manufacture, stare, treat, dispose of or release any’| Hazardous
Substance on, under, about or from the Property; and (b} any such activity shall be conducted in cornpliangs hj'
all applicable federal, state, and local laws, regulations and ordinances, including without limitation all
Environmental Laws. Grantor authorizes Lender and its agents to enter upon the Property to make such® :
inspections and tests, at Grantor's expense, as Lender may deem appropriate to determine compliance of the g
Property with this section af the Deed of Trust. Any inspections or tests made by Lender shall be for Lender's |
purposes only and shall not be construed to create any responsibility or 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
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_:agamst Lender for indernnity or contribution in the event Grantor bacomes liable for cleanup or other costs under

“any such laws; and (2} agrees to indemnify and hald harmless Lender against any and all claims, losses, liabilities,

. *damages penaltles and expenses which Lender may directly or indirectly sustain or suffer resulting fram a breach
of this-section of the Deed of Trust or as a consequence of any use, generation, manufacture, storage, disposal,
relsase ar threatened release occurring prior to Grantor's ownership or intergst in the Property, whether or not the
:fsame was ¢r should have been known to Grantor. The provisions of this section of the Deed of Trust, including
:the obhgatlon to indemnify, shall survive the payment of the Indebtedness and the satisfaction and reconveyance
of'the ligh of this-Deed of Trust and shall not be affected by Lender’s acquisition of any interest in the Property,
whether by foreclosure or ctherwisa.

Nuusance Waste. Grantor shall not cause, conduct or permit any nuisance nar commit, permit, or suffer any
stripping of.k.or__ Wwaste an or to the Property or any portien of the Property. Withaut limiting the generality of the
foregoing, Grantar will not remove, or grant to any other party the right to remove, any timber, minerals (inciuding
pil and gas), coal; clay, scona sail, gravel ar roack products without Lender’s prior written consent,

Removal of Improvements .Grantor shall not demolish or remove any Improvements from the Real Property
without Lender’s priot. written consent. As a condition to the ramaval of any Improvements, Lender may require
Grantor to make afrangemems satusfactory to Lender to replace such Improvements with Improvements of at least
equal value.

Lender’s Right to Enter Lender and tender's agents and representatives may enter upon the Real Property at all
reasonable times to attend 14} Lender's interesis and to inspect the Real Property for purposes of Grantor's
compliance with the t&rmps and condmuns of this Deed of Trust.

Compliance with Governmental Requuements Grantor shalk promptly comply, and shall pramptly cause
compliance by all agents, tanants or othaer persons or entities of every nature whatsoever who rent, lease or
otherwise use or occupy thé Property in any manner, with all taws, ordinances, and regulations, now or hereafter
in effect, of all governmental. authorities applicable to the use or occupancy of the Property, including without
limitation, the Americans With Digabilitiés Act. Grantor may contest in good faith any such law, ordinance, or
regulation and withhold comphance durieig any proceeding, including approprlate appeals, so leng as Grantor has
notified Lender in writing prior to, domg so and so long as, in Lender's sole opinion, Lender’s interests in the
Property are not jeopardized. Lendsr may reqiiire. Grantor 1o past adeguate security or a surety bond, reasonably
satisfactory to Lender, to protect’ Lende:r s interest.

Duty to Frotect. Grantor agrees neither to__ a_bapdon ar leave unattended the Property. Grantor shall do all other
acts, in addition to those acts set forth abdve in this section, which from the character and use of the Property are
reasonably necessary to protect and preserve the Prbpértv

DUE ON SALE - CONSENT BY LENDER. Lender may, ‘at Yender's option, (A} declare immediately due and payable all
sums secured by this Deed of Trust or (B} increasé thé interest rate provided for in the Note or other document
evidencing the Indebtedness and impose such other:tonditions as Lender deems appropriate, upon the sale or transfer,
without Lender's prior written consent, of all or any part of the Real Property, or any interest in the Real Property. A
"sale or transfer” means the conveyance of Real Prq;ﬁr—_;-_rtv or any right, title or interest in the Real Property; whether
legal, beneficial or equitable; whether votuntary or involuntary; whether by outright sale, deed, installmant sale contract,
land contract, contract for deed, leasehold interest with a term greaier 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 exercised by Lender
if such exercise is prohibited by federal law or by Washlngton Jaw, :

TAXES AND LIENS. The following provisions relating to the Iaxes and I}ens an the Property are part of this Deed of
Trust:

Payment. Grantor shall pay when due (and in all events prior to dé’linq'ﬂ'e‘ncw all taxes, special taxes, assessments,
charges {including water and sewer}, fines and impositions levied agamst or on account af the Property, and shall
pay when due all claims for work dene on or far services rendered or matenal furnished to the Property. Grantor
shall maintain the Property free of all liens having priarity over or equal to theiinterest of Lender under this Deed of
Trust, except for the lien af taxes and assessments not due, except for the Extstmg 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 claqm Jn connection with a good faith
dispute over the obligation to pay, so long as Lender's interest in the Property is not: Jeopardlzed If a lien arises or
is filed as a resutt of nonpayment, Grantor shall within fifteen {15} days after the lien drises or, if a lien is filed,
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 sufficient corporate surety bond or'gther sECUrity’ satlsfactorv 10 Lender in an
amaunt sufficient to disgharge the lien plus any costs and attarneys' fees, or.olher chargés that could accrue as a
result of a foreclosure or sale under the hian, in any contest, Grantor shall defend .itself and Lender and shail
satisfy any adverse judgment befere enforcement against the Property., Grantor shail name Lender as an additional
obligee under any surety bond furnished in the contest preceedings. S

Evidence of Payment. Grantor shall upon demand furnish to Lender satisfactory évi"dencé ofhpawﬁ'ént of the taxes
or assessments and shall authorize the appropriate governmental official to deliver to_ Lenter at any, time a written
statement of the taxes and assessments against the Property. .

Notice of Construction. Grantor shall notify Lender at least fifteen (15) days before any® work i commenced any
services are furnished, ar any materials are supplied to the Property, if any mechanic's lieh, matena'.men s lien, or
other lien could be asserted on account of the wark, services, or materials. Grantor will upon request of Lender
furnigh to Lender advance assurances satisfactory to Lender that Grantor can and will pay the cost Qf such
improvements,

PROPERTY DAMAGE INSURANCE. The following provisions relating to insuring the Property are a part of th s Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and maintain policies of fire insurance with standa ext"ended :
coverage endorsements on a fair value basis for the full insurable value cavering all Improvements on the Réal -~
Property in an amount sufficient to avoid application of any ceinsurance clause, and with a standard mortgagee -
clause in favor of Lender. Grantor shall also procure and maintain comprehensive general liability insurance:in such
coverage amounts as Lender may request with Trustee and Lender being named as additional insureds in. guch ¢
liability insurance policies. Additionally, Grantor shall maintain such other insurance, including but not limited to
hazard, business interruption, and boiler insurance, as Lender may reasonably require. Poalicies shall be written: |n
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 to Lender from time to time thig,
policies or certificates of insurance in form satisfactory to Lender, including stipulations that coverages will notbe
cancelled or diminished without at least thirty {30) days prior written notice 10 Lender. Each insurance pelicy also
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_=5_sHa_H"inc|ude an endorsement providing that coverage in favor of Lender will not be impaired in any way by any act,
" gmission or default of Grantor or any other person. The Real Property is or will be located in an area designated by
<the. Birgctor of the Federal Emergency Management Agency as a special flood hazard area. Grantor agrees to
obtain-and maintain Federal Flood Insurance, if available, for the fufl unpaid principal bafance of the loan and any
‘pridr liens:on the property securing the loan, up to the maximum policy limits set under the National Flood
i Insurance Pragram or as otherwise required by Lender, and to maintain such insurance for the term of the loan.

B A_ppllcat_l:on of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the Property. Lender may
‘make proof of loss if Grantor fails ta do so within fifteen (15} days of the casualty. Whether or not Lender’s
security-is impaired, Lender may, at Lender's election, receive and retain the proceeds of any insurance and apply
the prbcee'ds to thereduction of the Indebtedness, payment of any lien affecting the Property, ar the restoration
and repair of the Property. If Lender elects to apply the proceeds to restoration and repair, Grantor shall repair or
replace tha damaged ‘or_ destroyed Improvements in a manner satisfactory to Lender. Lender shall, upon
satistactory preof of sich expenditure, pay or reimburse Grantor from the proceeds for the reasonable cost of
repair ot restorationif Grantor is not in default under this Deed of Trust. Any proceeds which have not been
disbursed within-180 days ‘after their receipt and which Lender has not committed to the repair or restoration of
the Property shall be uysed-first to pay any amount owing to Lender under this Deed of Trust, then to pay accrued
intarest, and’the remamder, if any, shall be applied to the principal balance of the Indebtedness. If Lender holds
any proceeds after payment in full of the Indebtedness, such proceeds shall be paid without interest to Grantor as
Grantor's interests may appear.

Compliance with Existirig indebtedness. During the period in which any Existing Indebtedness described below is
in eftect, compliance with the msurance provisions contained in the instrument evidencing such Existing
tndehtedness shall constitite.€ompliance with the insurance provisions under this Deed of Trust, to the extent
compliance with the terms gt this Déed of Trust would constitute a duplication of insurance requirement. If any
proceeds from the insurance becorme payable on loss, the provisions in this Deed of Trust for division of proceeds
shall apply only ta that port‘ron of the'?proceeds not payable to the holder of the Existing Indebtedness.

Grantor's Report on Insurance Upon request of Lender, however not more than once a year, Grantor shall furnish
to Lender a regport on each exnstrng polity of insurance showing: {1} the name of the insurer; 12} the risks
insured; (3} the amount of the golicy; (4) the:property insured, the then current replacement value of such
property, and the manner of determining. that valye; and {5) the expiration date of the policy. Grantor shall, upon
request of Lender, have an |ndependent appralser satisfactory to Lender determine the ¢ash value replacement cost
of the Property.

LENDER'S EXPENDITURES. If any action or brobeeding is‘commenced that would materially affect Lender’s interast in
the Property or if Grantor fails to comply with any prowsmn of this Deed of Trust or any Related Documents, including
but not limited to Grantar's failure to comply:with any obligation to maintain Existing Indebtedness in good standing as
required below, or to discharge or pay when die any amounts Grantor is required to discharge or pay under this Deed
of Trust or any Related Documents, Lender on Grantor's behalf may (but shall not be obligated to} take any action that
Lender deems appropriate, ingluding but not limited'to discharging or paying all taxes, liens, security interests,
encumbrances and other claims, at any time levied. or. placed on the Property and paying all costs for insuring,
maintaining and preserving the Property. All such expendltures incurred or paid by Lender for such purposes will then
bear interest at the rate charged under the Note fromi'the date ingurred. or paid by Lender ta the date of repayment by
Grantor. All such expenses will become a part of the Indebtedriess and _at Lender's option, will (A) be payable on
demand; {B} be added to the balance of the Note and be apportidned: among and be payable with any installment
payments to become due during either (1) the term of any applicable insurance policy; or (2) the remaining term of
the Note; or (C) be treated as a balloon payment which will be due and payable at the Note's maturity. The Deed of
Trust also will secure payment of these amounts. Such right, shall be m addltlon to all other rights and remedies to
which Lender may be entitled upon Default. . : :

WARRANTY; DEFENSE OF TITLE. The foillowing provisions relatlng to ownershlp of the Property are a part of this Deed
of Trust:

Title. Grantor warrants that: {(al Grantor holds good and marketéble title __o'f r;ecord to the Property in fee simple,
free and clear of all liens and encumbrances other than those set f‘orth in‘the Real Property description or in the
Existing Indebtedness section below or in any title insurance policy, trtle report;-orfinal title apinion issued in favor
af, and accepted by, Lender in connection with this Deed of Trust, and” (bl Granmr has the full right, power, and
authority to execute and deliver this Deed of Trust to Lender. I

Defense of Title. Subject to the exception in the paragraph above, Grantor' warrants a‘nd will forever defand the
title to the Property against the lawful claims of all persons. In the event any action ¢r proceeding is commenced
that questions Grantor's titie or the interest of Trustee or Lender under this Beed of Trust :Grantor shall defend the
action at Grantor's expense. Grantor may be the nominal party in such proceedmg, hut Lender shall be entitlied to
participate in the proceeding and to be represented in the proceeding by counsat of lersder's own choice, and
Grantor will deliver, or cause to be delivered, to Lender such instruments as Lender may request from time to time
to permit such participation. : :

Compliance With Laws. Grantor warrants that the Property and Grantor's use of the Property complles with all
existing applicable laws, ordinances, and regulations of governmental autharities.

Survival of Representations and Warranties. All representations, warranties, and agreemeﬁte;fhade by Grantor in
this Deed of Trust shall survive the execution and delivery of this Deed of Trust, shall be’ continuing _in-neture, and
shall remain in full force and effect until such time as Grantor's Indebtedness shall be paid in full T

EXISTING INDEBTEDNESS. The fo!h)wmg provisions concerning Existing Indebtedness are a part of .this Deed of Trust:

Existing Lian. The lien of this Deed of Trust securing the Indebtedness may be secondary and lnferlor to- an
existing lien. Grantor expressly covenants and agrees to pay, or see to the payment of, the Exusnng Indebtedness
and to prevent any dafault on such indebtedness, any default under the instruments evidencing such |ndebtedness
or any default under any security documents for such indebtedness. : L

No Modification. Grantor shall not enter into any agreement with the holder of any mortgage, deed of trust or
other security agreement which has priority over this Deed of Trust by which that agreement is modlfled i
amended, extended, or renewed without the prior written consent of Lender. Grantor shall neither retjuest nar
accept any future advances under any such security agreement without the prior written consent of Lender.

CONDEMNATION. The tollowing provisions relating to condemnatian proceedings are a part of this Deed of ﬁ'r_us"t: ;

Proceedings. If any proceeding in condemnation is filed, Grantor shall promptly notify Lender in writing, and
Grantar shall promptly take such steps as may be necessary to defend the action and obtain the award. Grantor ..
may be the nominal party in such proceading, but Lender shall be entitled to participate in the proceeding and“tp” be
represented in the proceeding by counsel of its own cheice all at Granter's expense, and Grantor will deliver or
cause to be delivered to Lender such instruments and documentation as may be requested by Lender from time to
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___:tin;l to permit such participation.

" Application of Net Proceeds. If all or any part ot the Property is condemned by eminent domain proceedings or by
“any progeeding or purchase in lieu of condemnation, Lender may at its election require that all or any portion of the
met, 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, expensas, and attorneys’ fees
%lncurred by Trustee or Lender in connection with the condemnation,

IMPOSITION.OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES. The following provisions relating
1o governmental taxes fees and charges are a part of this Deed of Trust:

Current Taxes, Fees and Charges. Upan request by Lender, Grantor shail execute such documents in addition to
this Deed ofTrust and. take whatever other action is requested by Lender ta perfect and continue Lender's lien on
the Real Property Grantor shali reimburse Lender for all taxes, as described below, together with all expenses
incurred in recorgding, perfecting or continuing this Deed of Trust, including without limitation all taxes, fees,
documentary stamps and other charges for recarding or registering this Deed of Trust.

Taxes. The foI10wmg shall constltute taxes to which this section applies: (1) a specific tax upon this type of
Deed of Trustor tipon all or.any part of the Indebtedness secured by this Deed of Trust; (2) a specific tax on
Grantor which Grantor. | ig authofized or required to deduct from payments on the indebtedness 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 Note;
and (4) a specific tax on all ar any portion of the Indebtedness or on payments of principal and interest made by
Grantor.

Subseguent Taxes. I-t ariy__tax_-to "Whic':h this section applies is enacted subseqguent 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 Dgfault as provided below unless Grantor either (1) pays the tax before it
becomes delinquent, or (2) contests the tax as provided above in the Taxes and Liens section and deposits with
Lender cash or a sufficient.corporate suréty:bond or other security satisfactory to Lender.

SECURITY AGREEMENT; FINANC‘ING'%TATEMENTS The following provisions relating to this Deed of Trust as a
sacurity agreement are a part of this Deed of Trust

Security Agreement. This mstrument shalt constrtute a Security Agreement to the extent any of the Froperty
constitutes fixtures, and Lender shall® have a!l ‘of the rights of a secured party under the Uniform Commercial Code
as amended from time to time.

Security Interest. Upon request by Lendér, G-r"antor stiail take whatever action is requested by Lender to perfect
and continue Lender's security interest in‘thé Rents apd Personal Property. In addition to recording this Deed of
Trust in the real property records, Lendet raay, 4t apy 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 expenses incurred in perfecting or continuing this security interest. Upon default, Grantor
shall not remove, sever ar detach the Personal Property from the Property. Upon default, Grantor shall assemble
any Personal Property not affixed to the Propertv in @ manner and at a place reasonably convenient to Grantor and
Lender and make it available to Lender within three (3) days after rece:pt 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
cancerning the security intarest granted by this Deed of Texist may: be obtained (each as raguired by the Uniform
Commercial Code} are as stated on the first page of thlS Peed of Trust

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The followmg prowsmns relatang to further assurances and
attorney-in-fact are a part of this Deed of Trust:

Further Assurances. At any time, and from time tc time, upon reques{ ef Lender Granter will make, execute and
deliver, or will cause to be made, executed or delivered, to Lendersor to Lender’s designee, and when requested by
Lender, cause to be filed, recorded, refiled, or rerecorded, as the case may-be, at such times and in such offices
and places as Lender may deem appropriate, any and al 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 sale opinion of Lender, be necesséry, or-désirable iniprder to effectuate, complete,
perfect, continue, or preserve (1} Grantor's cbiigations under the Note, 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 Lepdér agrees to the contrary in writing,
Grantor shall reimburse Lender for all costs and expenses incurred in connectlen with’ the matters referred to in this
paragraph. ; : :

Attorney-in-Fact. If Grantor fails to do any of the things referred to in the pre'c'e'dingﬁ-"peragraph, Lender may do sao
for and in the name of Grantor and at Grantor's expense. For such purposes, Gra‘ntqr""hereby_.irrevocablv appeints
Lender as Grantor's attorney-in-fact for the purpose of making, executing, deliveting. filing,, recording, and doing all
other things as may be necessary or desirable, in Lender's sole opinion, tc accempnsh th matters referred to in
the preceding paragraph. . :

FULL PERFORMANCE. |f Grantor pays all the Indebtedness when due, and otherwise performs all the obhganons
impased upon Grantor under this Deed of Trust, Lender shall execute and daliver to Trustee a request for full
reconveyance and shall execute and deliver to Grantor suitable statements of termination of-#ny-tinancing.statement on
file evidencing Lender's security interest in the Rents and the Personal Property. Any reconvevance fee shall be paid by
Grantor, if permitted by applicable law. The grantee in any reconveyance may be described as the'” person GT Persons
legatly entitled thereto”, and the recitals in the reconveyance of any matters or facts shall be concluswe proof of’ Ihe
truthfulness of any such matters or facts.

EVENTS OF DEFAULT. Each of the following, at Lender's option, shall canstitute an Event of Default under thas Deed
of Trust:

Paymant Default. Grantor fails to make any payment when due under the Indebtedness.

Other Defaults. Grantor fails to comply with or to perform any other term, cbligaticn, covenant or condmon
contained in this Deed of Trust or in any of the Related Documents or to comply with or to perform any termy’
obligation, covenant or condition cantained in any other agreement between Lender and Grantor.

Compliance Default. Failure to comply with any other term, abligation, covenant or condition contamed in. th|5 3
Deed of Trust, the Note or in any of the Related Documents.

Deofault on Other Payments. Failure of Grantor within the time required by this Deed of Trust to make any pa\_i'm' _r»-t'"'
for taxes or insurance, or any other payment necessary to prevent filing of or to effect discharge of any lien. .

False Statements. Any warranty, representation or statement made or furnished to Lender by Grantor or on
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: _=:G:r"a_r_1‘t'or's hehalf under this Deed of Trust or the Related Documents is false or misleading in any material respect,
" either now or at the time made or furnished or becornes false or misleading at any time thereafter.

“Defective Collateralization. This Deed of Trust or any of the Related Documents ceases to be in full force and
effect (including failure of any collateral document to create a valid and perfected security interest or lien) at any
£ tipre and for any reason.

:f-_ Death or lnsolvencv The death of any Grantor, the insalvency of Grantor, the appointment of a receiver for any
spart of Grantor s. property, any assignment for the benefit of creditars, any type of creditor workout, or the
'commencement of any proceeding under any bankruptcy or insolvency laws by or against Grantor.

Credltor ar Forfelture Proceadings. Commencement of foreclosure or farfeiture proceedings, whether by judicial
proceedmg, self help, repossession or any other method, by any creditor of Grantor or by any governmental agency
against ary pmperty securmg the Indebtedness. This includes a garnishment of any of Grantor's accounts,
including deposrt accouhts, with Lender. However, this Event of Default shall not apply if there is a gooed faith
dispute by Grantor 4s to the validity or reasonablenass of the claim which is the basis of the creditor or forfeiture
proceeding and if'Grantor, gives Lender written notice of the creditor or forfeiture proceeding and daposits with
Lender monies-or a-surety-poand for the creditor or forfeiture proceeding, in an amount determined by Lender, in its
sole dlscretron as belng an: adequate reserve or bond for the dispute.

Breach of Other Agreement Ary breach by Grantor under the terms of any other agreement between Grantor and
Lender that is not remadigd within any grace period provided therein, including without limitation any agreement
concerning any rndebtedness OoF ather obligation of Grantor to Lender, whether existing now or latar.

Events Affecting Guarantor Any of the preceding events occurs with respect to any guarantor, endorser, surety,
or accommadation party of any af the ‘indebtedness or any guarantor, endarser, surety, or accommodation party
dies or becomes mcompetent or revokes or disputes the validity of, or liability under, any Guaranty of the
indebtedness. »

Adversa Change. A materiai"adverse eh'én.:ge occurs in Grantor's financial condition, ar Lender believes the
prospect of payment or performance of the Indebtedness is impaired.

Insecurity. Lender in good faith befieves itseif insecure.

Existing Indebtedness. The payment of-any installment of principal or any interest on the Existing Indebtedness is
not made within the time required-by the promissory note evidencing such indebtedness, or a default occurs under
the instrument securing such indebtedness and is not cured during any applicable grace period in such instrument,
or any Suit or other action is commenced to foreclose‘-anv existing lien an the Property.

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

Election of Remedies. Election by Lender tepursue any remedy shall not exclude pursuit of any other remedy, and
an election to make expenditures or to take saction to perform an abligation of Grantar 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.

Accelerata Indebtedness. Lender shall have the rrght at its opticn to declare the entire Indebtedness immediately
due and payable, including any prepayment penalty which Grantor would be required to pay.

Foraclosure. With respect to all or any part of the Real Property, the Trustee shall have the right to exercise its
power of sale and to foreciose by notice and sale, and Leﬂder shall have the right to foreclose by judicial
foreclosure, in either case in accordance with and ta the' fuII extent provided by applicable law.

UCC Remadiss. With respect to all or any part of the Personal Propertyf Lender shall have all the rights and
remedies of a secured party under the Uniform Commercial Code.

Collect Rents. Lender shall have the right, without notice to Grantor to take ‘possassion of and manage the
Property and collect the Rents, including amounts past due and uppaid, and apply the net proceeds, over and
above Lender's costs, against the Indebtedness. In furtherance of this right, Lender may require any tenant or
other user of the Property to make payments of rant or use fees: directly. {o Lender. If the Rents are collscted by
Lender, then Grantor irrevocably designates Lender as Grantor's ‘attorney-i -fact-to_endorse instruments received in
payment thereof in the name of Grantor and to negotiate the same“and Collett the proceeds. Payments by tenants
or other users to Lender in response to Lender's demand shall satisfy the: obhgatlons for which the payments are
made, whether or not any proper grounds far the demand existed. Lender may exermse its rights under this
subparagraph either in person, by agent, or through a receiver. N ;

Appoint Receiver. Lender shall have the right to have a receiver appomted to.take possessuon of all or any part of
the Property, with the power to protect and preserve the Property, to operatg the Property preceding or pending
foreclosure or sale, and to collect the Rents from the Property and apply the proceéds;-over and above the cost of
the receivership, against the Indebtedness. The receiver may serve without bond if permittedby law. Lender’s
right to the appointment of a receiver shall exist whether or not the apparent va!ue of the Propertv exceeds the
indebtedness by a substantial amount. Employment by Lender shall not dlsquallfy a person from eervung as a
receiver. ;

Tenancy at Sufferanca. If Grantor remains in possession of the Property after the Pr'op'erty is seld as provided
abpve or Lender otherwise becomes entitled to possession of the Property upon default: of Grantor Grantor shall
become a tenant at sufterance of Lender or the purchaser of the Property and shall, at Lender s, optron either {1)
pay a reasonable rental for the use ot the Property, or (2) vacate the Property |mmedlately upon ‘the. demand of
Lender. A

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

Notice of Sala. Lender shall give Grantor reasonable notice of the time and place of any public sale ef thé, Personal
Fraperty or of the time after which any private sale or other intended disposition of the Personal Progerty.is. to e
made. Reasonable notice shall mean notice given at least ten (10) days before the time of the sale or drspomtlon :
Any sale of the Personal Property may be made in conjunction with any sale of the Real Property. - E

Sale of the Property. To the extent permitted by applicable law, Grantor hereby waives any and all r:ghts to* ha
the Property marshalied. In exercising its nghts and remedies, the Trustee or Lender shall be free to sell all or 'any
part ot the Property together or separately, in one sale or by separate sales. Lender shall ba entitled to bud at any
public sale on all or any portion of the Property. ;

Attorneys® Fees; Expenses. if Lender institutes any suit ar action ta enforce any of the terms of this Deed of_j' o
Trust, Lender shall be entitled to recover such sum as the court may adjudge reasonable as attorneys’ fees at:trial
and upon any appeal. Whether or not any court action is involved, and te the extent not prohibited by law, all
reasohable expenses Lender incurs that in Lender's opinion are necessary at any time for the protection of its
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'nteréét or the enforcement of its rights shall become a part of the Indebtedness payable on demand and shall bear
|nterest at the Note rate from the date of the expenditure until repaid. Expenses covered by this paragraph include,
“withdut limjtation, however subject to any limits under appllcable law, Lender's attorneys’ fees and Lender's legal

expenses; vishather or not there is a lawsuit, including attorneys' fees and expenses for bankruptcy proceedings

_}(mcludmg efforts to modify or vacate any automatic stay or injunction), appeals, and any anticipated post- Judgment

:collection services, the cost of searching records, obtaining title reports (including foreclosure reports], survayars'

“reports, and Appraisal fees, title insurance, and fees for the Trustee, to the extent permitted by applicable law.
Grantor alsg will: pay any court costs, in addition to all other sums provided by law.

nghts of Trustee Trustee shall have all of the rights and duties of Lender as set forth in this section.

POWERS AND DBLlGAT10NS OF TRUSTEE. The following provisions relating to the powers and obligations of Trustee
(pursuant to'Lender's instrections) are part of this Deed of Trust:

Powers of Trustge. In‘addition to all powers of Trustee arising as a matter of law, Trustee shall have the power Lo
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 dedication of streets or other nghts to the
public; (b} join‘in gfanting’ any easement or creating any restriction on the Real Property; and (¢} join in any
subgrdinationgr-other, agreement affecting this Deed of Trust or the interest of Lender under this Deed of Trust,

Obligations to Notify. Trustee snhall not be obligated to notify any other party of a pending sale under any other
trust deed or lien, or of afy action or proceeding in which Grantor, Lender, or Trustee shall be a party, uniess
required by appllcable raw or wrifgéss the action or proceeding is brought by Trustee.

Trustee. Trustee shall maet all quahﬂcatlons required for Trustee under applicable law. In addition ta the rights
and remedies set forth above, with respect to all or any part of the Property, the Trustee shall have the right 1o

foreclose by notice and salg, and Lerder shall have the right to foreclose by judicial foreclosure, in either case in
accordance with and to the full extent’ provlded by applicable law.

Successor Trustes. lender, At Lender'$ opt|on may from time to time appeint a successor Trustee 1o any Trustee
appointed under this Deed of Frust by an’instrument executed and acknowledged by Lender and recorded in the
office of the recorder of Skagit Celnty, State of Washington. The instrument shall contain, in addition to all other
matters required by state law, the fames of-tHi& original Lender, Trustee, and Grantor, the book and page or the
Auditor's File Number where this Deed T Trust ig recorded, and the name and address of the successor trustee,
and the instrument shall be executéd and- ‘acknowledged by Lender or its successors in interest. The successor
trustee, without conveyance of the Prop,erty. shall succeed to all the title, power, and duties conferred upon the
Trustee in this Deed of Trust and by applicabke iaw. This procedure for substitution of Trustee shall govern to the
exclusion of all other provisions for substitution. .+ .»

NOTICES. Subject to applicable law, and excep't for notice required or allowed by law to be given in ancther manner,
any notice required to be given under this Deed of Trust, including without limitation any notice of default and any
notice of sale shall be given in writing, and shall be eifectwe when actually delivered, when actually received by
tetefacsimile (unless otherwise required by law), vihén deposited with a nationally recognized avernight courier, or, if
mailed, when deposited in the United States mail, gs first class, certified or registered mail postage prepaid, directed to
the addresses shown near the beginning of this Deed af Trust. AI_!--t:dpies of notices of foreclesure from the holder of
any lien which has priarity over this Deed of Trust shall be serit 10 Lénder's address, as shown figar the beginning of
this Deed of Trust. Any party may change its address for noti¢es-Underthis Deed of Trust by giving formal written
notice to the ather parties, specifying that the purpose of thé nolice is tochange the party's address. For netice
purposes, Grantor agrees to keep Lender informed at all times, of Grantor's current address. Subject to applicable law,
and except for notice required or alfowed by law to be giveri. an- another manner, if there is more than ene Grantor, any
notice given by Lender to any Grantor is deemed to be natice: gwen ta- all Grantors

MISCELLANEQUS PROVISIONS. The following miscellangous prowsmns ATE 8 part of this Deed of Trust:

Amendments. This Deed of Trust, together with any Related Docaments, constltutes the entire understanding and
agreament of the parties as to the matters set forth in this Deed of Trust. Na alteration of or amendment to this
Deed of Trust shall be effective unless given in writing and slgned by the party or partles sought to be charged or
bound by the alteraticn or amendment. .

Annual Reports. If the Property is used for purposes other than Grantor s esndence ~Grantor shall furnish to
Lender, upon request, a certified statement of net aperating income receivedfrom the Prcperty during Grantor's
previous fiscal year in such form and detail as Lender shall require. "Net operatmg income” shalt mean all cash
receipts from the Property less ail cash expenditures made in connectlon with the operatlon of the Property.

Caption Headings. Caption headings in this Deed of Trust ara for convenlence purposes only and are not to be
used to interpret or define the provisions of this Deed of Trust, ’

Marger There shall be no merger of the interest or estate created by this Deed of Trust with.any other interast or
estate in the Property at any time held by or for the benefit of Lender in any capacmy, w:thaut the written cansent
of Lender.

Governing Law. This Deed of Trust will be governed by federal law applicable to *Lahdér a‘ﬁd t¢ tha extent not
preempted by federal law, the laws of the State of Washington without regard to it confllcts nf Iaw provisions,
This Deed of Trust has been accepted by Lender in the State of Washington. A

No Waiver by Lender. Lender shall not be deemed to have waived any rights under thls Deed of Trust unless such
waiver is given in writing and signed by Lender. No delay or omission on the part of Lender in exerc;smg ‘any right
shall operate as a waiver of such right or any other right. A waiver by Lender ot 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 provisian of this Deed of Trust. Ne prior waiver by Lender, nor any course. of dedling.
between Lender and Granter, 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 Tryst, tHé granting.
of such caonsent by Lender in any instance shall not constitute continuing consent to subsequent instanceés where
such consant is required and in all cases such consent may be granted or withheld in the sofe dlscretlon of Lende ’

Severability. |f a court of competent jurisdiction finds any provision of this Deed of Trust to be illegal, mvalld Of
unenforceable as to any circumstance, that finding shall not make the offending provisien illegal, invalid;, o1
unenforceable as to any other circumstance. If feasible, the offending provision shall be considered modified-so
that it becomes legal, vaiid and enforceable. If the offending provision cannot be so modified, it shall be *
considered deleted from this Deed of Trust. Unless otherwise required by law, the illegality, invalidity, or
unenforceability of any provision of this Deed of Trust shall not affect the legality, validity or enforceability of any
ather provision of this Deed of Trust. s

Successors and Assigns. Subject o any limitations stated in this 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. [f
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_:,:.on,'n'ership of the Property becomes vested in a person other than Grantor, Lender, without notice to Grantor, may
5 déal with Grantar'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 liability under the Indebtedness.

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

W'aiver of Homestaad Exemption. Grantor hereby releases and waives all rights and benefits of the homestead
exemptron iaws of the State of Washington as to all Indebtedness secured by this Deed of Trust.

DEFINITIONS The following capitalized words and terms shall have the following meanings when used in this Deed of
Trust.-Unless specufrcally stated to the contrary, all references to dollar amounts shall mean amounts in lawful maney
of the United States of America. Words and terms used in the singular shall include the plural, and the plural shall
include the srngular as the context may require. Words and terms not otherwise defined in this Deed of Trust shall
have the mearings attnbuted to such terms in the Uniform Commercial Code:

Benefrcrary. The w_erd_ "Beneficiary” means Skagit State Bank, and its successors and assigns.

Borrower. The w‘brd 'i'éorrt:wer means ROBERT B PETERSON and includes ali co-gsigners and co-makers signing
the Note and all their successors and assigns.

Deed of Trust, The words “Déed of Trust” mean this Deed of Trust among Grantor, Lender, and Trustee, and
includes without Irmltatlon &ll assrgnment and security interest provisions relating to the Personal Property and
Rents. .

Default. The word "Defau!t" means the Default set forth in this Deed of Trust in the section titled "Default™.

Environmental Laws.: The: words "Environmental Laws" mean any and all state, federal and local statutes,
regulations and ordinances relating to the protection of human health ar the environment, including without
linitation the Camprehersive Environmental Response, Compensation, and Liability Act of 1980, as amended, 42
U.5.C. Section 9601, et seq. ("CERCLA"); the Superfund Amendments and Reauthorization Act of 1986, Pub. L.
No. 99-499 ("SARA"), the. Hizardous Materials Transportation Act, 49 U.5.C. Section 1801, et seq., the Resgurce
Conservation and Recovery Act, 424, $:C. Section 6901, et seq., or other applicable state or federal laws, rules,
or regulations adopted pursuant thereto.

Event of Default, The words " Event of Default ‘mean any of the events of default set forth in this Deed of Trust in
the avents of default section of thls Deed of Trust

Exrstmg Indebtedness. The words “Exnstmg Indebtedness mean the indebtedness described in the Existing Liens
provision of this Deed of Trust.

Grantor. The word "Grantor” means ROBERT B PETERSON

Guaranty. The word "Guaranty" means the guar_anty from guarantor, endorser, surety, or accommodation party to
Lender, including without limitation a guarenty at all or part of the Note.

Hazardous Substances. The words "Hazarduus Substances" mean materials that, because of their quantity,
concentration or physical, chemical or infectious characteristics, may cause of pose a present or potential hazard
to human health or the environment when imprapeérly used, treated, stored, disposed of, generated, manufactured,
transported or atherwise handled. The words "Hazardous Sdbstahces' 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 limitation, petroleum and
petroleum by-preducts or any fraction thereof and asbestos

Improvements. The word "Improvements” means all exlstlng and future improvements, buildings, structures,
mobile homes affixed on the Real Property, facilities, eddltlons, replacements and other construction on the Real
Property. h

Indebtadness. The word "Indebtedness” means all principal, |nterest and other amounts, costs and expenses
payable under the Note or Related Documents, together with ail ranewals of, jextensions of, modifications of,
consolidations of and substitutions far the Note ar Related Dacumients and any amounts expended or advanced by
Lender to discharge Grantor's obligations or expenses incurred by Trustée or Lender to enfarce Grantor's
abligations under this Deed of Trust, together with interest on such amounts as previded in this Deed of Trust.

Lender. The word "Lender" means Skagit State Bank, its successors ang assmns

Note. The word "Note” means the promissory note dated July 10, 2008, ln the orlglnai principal amount
of $70,000.00 from Grantor to Lender, together with all renewals of, extensions.of, modifications of,
refinancings of, consolidations of, and substitutions for the promissory note o agreement “NOTICE TOC GRANTOR:
THE NOTE CONTAINS A VARIABLE INTEREST RATE. . .

Personal Property. The words "Personal Property” mean all equipment, fixtures,.and “6ther articles of personal
property now or hereafter owned by Grantor, and now or hereafter attached or affixed o the Real Property;
together with all accessions, parts, and additions to, all replacements of, and all‘substitutidns-for, any of such
property; and together with all issues and profits thereon and proceeds {including. witheut Irmlta .dn all insurance
proceeds and rafunds of premiums} from any sale or other disposition of the Property.

Property. The word "Property” means collectively the Real Property and the Personal Propert

Heal Proparty. The words "Real Property" mean the real property, interests and rights,” as further descrrbed in this
Deed of Trust. S

Related Documents. The words “Related Documents” mean all promissory notes, credit agree'ments !'oan :
agreements, environmental agreements, guaranties, security agreements, mortgages, deeds of Arust, Securltv
deeds, collateral mortgages and all other instruments, agreements and documents, whether now or hereafter
existing, executed in connection with the Indebtedness. A T

Rents. The word "Rents" means all present and future rents, ravenues, income, issues, FOV3|tiE§; dfits".,_ énd
athar benefits derived from the Property. L

Trustee. The word "Trustee” means Land Title Company of Skagit County, whose mailing address i8 P 0 Box i
445, Burlington, WA 98233 and any substitute or successor trustees. .
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'GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND GRANTOR
AGREES TO.ITS. TERMS.

‘mll!l"n,,
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. INDIVIDUAL ACKNOWLEDGME@T@ —
STATE OF tzda...._, ) 1 (?M_ ) "1,7/‘ B ) g ALK
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)58 "”?; Ag'f\\\\\;\\
A
COUNTY OF ) (T

(On this day before me, the undersrgned Notary Public, personally appeared ROBERT B PETERSON, personally known fo
me or praved to me on the basis of satisfaciory evidence to be the individual described in and who executed the Deed
of Trust, and acknowledged that he or she S|gned the Deed of Trust as his or her free and veluntary act and deed, for

the uses and purposes therein mentaoned h
/ x4 day of Q,,,(.A,{ , 20 9¢
7

Residing at M

My commission expires &~ 652’ /? ~&7

Given under my hand and official ~sgal th|§.

NP

Notary Public in and for the State of _&,}a. 3

REQUEST FOR FULL RECONVEYANCE

To:

The undermgned is the Iegal owner and holder of all |ndebtedness secured by th|s Deed of Trust. You are hereby
requested, upon payment of ali sums owing 10 you, to recanvey. wnhout warranty, ta the persons entitled thereto, the
right, title and interest now held by you under the Deed of Trust :

Date: Beneficiary:

By:
Its:

BSER PRG Londing, Yor. 5.3° 00004 Cogr. Aanand Finarcial Salvtons. Ine 897, J0CE. AU Rights Heserved. W& JMICFILPLGO1 S0 “R-13908 PR-Y -
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