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FIRST AMERICAN TITLE CO.
DEED OF TRUST Bgf?[ | 7’(), E’Z*

DATE: August 28, 2006

Reference # (if appllcable} 8891 29 Additional on page
Grantor{s): * :

1. PEDERSON, ALAN D ..

2. PEDERSON, TERESA M* -

Grantee(s)
1. Skagit State Bank © .°
2. First American Title Company of Skaglt County, Trustee

Legal Description: :

Section 1, Township 35, Range 4; Ptn SE SE (aka Tract 1 Short Plat No, 92-048) {Affects

Parcel "A"}

Lot 12, "Kenkirk Place” {Affects Parcel "B“)
- Additional on page 2

Assessor's Tax Parcel ID#. 3504017-4-01 5 O‘IOO {P1 02630} as 1o Parcel "A" and
4336-000-012-0003 (P79461) as to Parcel "B" T

THIS DEED OF TRUST is dated August 28, 2006; among ALAN D PEDERSON and TERESA M
PEDERSON, husband and wife, as to Parcel "A" and TERESA-M PEDERSON, who acquired title
as Teresa M Nelson, as her separate estate, as to Parcel | "B", whose address is 503 KENKIRK
PL, BURLINGTON, WA 98233-2510 ("Grantor"); Skaglt State Bank whose mailing address is
Main Office, 301 E. Fairhaven Ave, P O Box 285, Burllngton, WA 98233 (referred to below
sometimes as "Lender” and sometimes as "Beneficiary”];.and First-Arnerican Title Company of
Skagit County, whose mailing address is P O Box 1667, Nlount Vernon, WA 98273 (referred
to below as "Trustee"). : :




DEED OF TRUST
(Continued) Page 2

5"'CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale, right

. of entry and pogsession and for the banefit of Lender as Beneficiary, all of Grantor’s right, title, and interest in and to
“the following described real property, together with all existing or subsequently erected or affixed buildings,
mpf'ox.réments and fixtures; all easements, rights of way, and appurtenances; all water, water rights and ditch rights
{muludmg stock in utilities with ditch or irrigation rights); and all other rights, royalties, and profits relating to the real
propeity, lncludlng without limitation ali minerals, oil, gas, geotharmal and similar matters, {the "Real Property”™}

|ocated i Skaglt County. State of Washington:
PARCEL "A"

Tract.1 of Skaglt County Short Plat No. 92-048, approved January 27, 1993 and recorded
February 1, 1993 under Auditor's File No. 9302010096 in Volume 10 of Short Plats; pages
171 and 172, records of Skagit County, Washington, being a portion of the Southeast 1/4
of the Southeast 1/4 of Sectlon 1. Township 35 North, Range 4 East, W.M.,

PARCEL "B":

Lot 12, "KENKIRK PLACE -A REPLAT OF A PORTION OF TRACT 55, PLAT OF THE
BURLINGTON ACREAGE PROPERTY " as per plat recorded in Volume 11 of Plats, page 39,
records of Skagit County Washmgton

The Real Property or its’ address is'commonly known as 6951 Woodbury Ln, Sedro Woolley,
WA 98284 and 503 Kenkirk- Pl, Burlmgton WA 98233. The Real Property tax identification
number is 350401-4-015 0’100 (P102630) as to Parcel "A" and

4336-000-012-0003 tP79461l as to Parcel "B".

Grantor hereby assigns as security to+ Lender “al of Grantor s right, title, and interest in and to all Jeases, Rents, and
profits of the Property. This assignment is recorded.in accordance with RCW 65.08.070; the lien created by this
assignment is intended to be specific, perfectedxana chaate upon the recarding of this Deed af Trust. Lender grants to
Grantor a license to collect the Rents and profits, svhich license may be revoked at Lender's option and shall be
automatically revoked upon acceleration of all-or-part pf"the Indebtedness.

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 INDEBTEDNESS AND (B} PERFORMANCE OF
ANY AND ALL OBLIGATIONS UNDER THE NOTE, THE RELATED DOCUMENTS, AND THIS DEED OF TRUST. THIS
DEED OF TRUST 1S GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Except as otherw_is‘s_ pravided in this Deed of Trust, Grantor shall pay to Lender all
amounts secured by this Deed of Trust as they becofie due, and shall strictly and in a timely manner perform all of
Grantor's abligations under the Note, this Deed of Trust, and thé He'latEd Documents.

POSSESSION AND MAINTENANCE OF THE PROPERTY. Grantor agrees that Grantor's possession and use of the
Property shall be governed by the following provisions:

Possession and Use. Until the occurrence of an Event @_f D_efautt,_.ﬁrantor may {1} remain in possession and
control of the Property; (2) use, operate or manage the Property; and” (3)_ coliect the Rents from the Property
{this privilege is a license from Lender to Grantor automatically revoked uporn default). The following provisions
relate to the use of the Property ar to other limitations on the Property The Heal Property is not used principally
for agricultural purposes. o

Duty to Maintain. Grantor shall mainiain the Property in good condmon and promptly perform all repairs,
replacements, and maintenance necessary to preserve its value.’, ;

Compliance With Environmental Laws. Grantor represents and warrants ta Lender that: (1} During the pericd of
Grantor's ownership of the Property, there has been no use, generation, man(facture, storage, treatment, disposal,
release or threatened release of any Hazardous Substance by any person or’i under "about or from the Property;
(2) Grantor has no knowlstge of, or reason to believe that there has been, except-as; previously disclosed to and
acknowledaged by Lender in writing, {aj any breach or viclatian of any Ervironmental Laws, (bB) any use,
generation, manufacture, storage, treatment, dispasal, release or threatengd télease of any Hazardous Substance
on, under, about or from the Property by any prior owners or occupants of the Property, or (¢} any actual or
threatened litigation or claims ot any kind by any person relating to such matters;“and” (3} Exgept as previously
disclosed to and acknowledged by Lender in writing, (al neither Grantor nor any (ehant, contractor, agent or ather
authorized user of the Property shall use, generate, manufacture, store, treat, dnspose of of release any Hazardous
Substance an, under, about or from the Property; and {b} any such activity shafl be conducted in-compliance with
all applicable federal, state, and local laws, regulations and ordinances, including wuthaut |:m|tat|on “all
Environmental Laws. Grantor authorizes Lender and its agents to enter upon the Property to méke such
inspections and tests, at Grantor's expense, as Lender may deem appropriate to determme comphance of the
Property with this section of the Deed of Trust. Any inspections or tests made by Lende_r shall.be for Lender's
purposes only and shall not be construed to create any responsibility or liability on the part 6f Fender.to Grantor or
to any other person. The representations and warranties contained hersin are based on Grantgr's due.diligence in
investigating the Property for Hazardous Substances. Grantor hereby (1) releases and waiveés any future’claims
against Lender for indemnity or contribution in the event Grantor becomes liable for cleanup orother costs.urider
any such laws; and (2) agrees to indemnify, defend, and hold harmless Lender against any and all glaimsg, Ios‘sgs,
liabilities, damages, penaities, and expenses which Lender may directly or indirectly sustain or sufter resulting-from
a breach of this section of the Deed of Trust or as a conseguence of any use, generation, manufacture, storage;
disposal, release or threatened release accurring prior to Grantor's pwnership or interest in the Pmperty. whsther .
or not the same was or should have been known to Grantor. The provisions of this section of the Deed of Trust,
including the obligation to indemnify and defend, shali survive the paymant of the Indebtednass and the'satisfaction’
and reconveyance of the lien of this Dead of Trust and shall not be affected by Lender's acquisition of any interest
in the Property, whether by foreclosure or otherwise. :

Nuisance, Waste. Grantor shall npt cause, conduct or permit any nuisance nor comrit, permit, or suffer any F4

stripping of or waste on or 1o the Property or any portion of the Praperty. Without limiting the generality of the )
foregoing, Grantor will not remaove, or grant to any other party the right to remove, any timber, minerals Imcludlng
oil and gasl), coal, clay, scoria, soil, gravel or rock products without Lender's prior written consent.

Removal of Improvements. Grantor shall not demolish or remove any Improvements from the Real Property
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DEED OF TRUST

_:Wrthout Lender's prior written consent. As a condition to the removal of any Improvements, Lender may require
“"Grantor to make arrangements satisfactory 1o Lender to replace such Improvements with ‘mprovements of at least
~quat value

ender's nght to Enter. Lender and Lender's agents and representatives may enter upen the Real Property at ali
;reasonable limes to attend to Lender's interasts and 1o inspect the Real Property for purposes of Grantor's
:cpmpliance with the terms and conditions of this Deed of Trust.

'Complianbe with-Governmental Requirements. Grantor shall promptly comply, and shall promptly cause
cempllance by aII agents, tenants or other persons or entities of every nature whatsoever who rent, lease or
otherwise uge of ‘gCgupy the Property in any manner, with ail Jaws, ordinances, and regulations, now or hereafter
in effect,, -bf all, governmental authorities applicable to the use or occupancy of the Property. Grantor may contest
in good” falth any suthlaw, ardinance, or regulation and withhold compliance during any proceeding, including
approprrate appeais so-long as Grantar has notified Lender in writing priot to doing so and so long as, in Lender’s
sole opinion, Lerder's'intérests in the Property are not jeopardized. Lender may require Grantaor 1o post adeguate
security or a surety bofd, reasonably satisfactary to Lender, to protect Lender’s interest.

Duty to Protect. Grantor agr:'ees neither to abandon or leave unattended the Property. Grantor shall do all other
acts, in addmon 1o those acts set forth above in this section, which from the character and use of the Property arc
reasonably necessary to: protect -and preserve the Property.

DUE OM SALE - CONSENT BYLENDER. tender may, at Lender's option, [A) declare immediately due and payable all
sums secured by this Deeg:of Tfust orf-1B} increase the interest rate provided for in the Note or other document
evidencing the Indeblednéss.and-impose, such other conditions 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 ar transfer” means the conyveyance of Beal Property ar any right, title or interest in the Real Property; whether

legal, beneficial or equitable; whether voluntary or involuntary; whether by outright sale, deed, installment sale contract,

land contract, contract for deed, lgasehold-interest with a term greater than three (3) years, lease-option contract, or by
sale, assignment, of transfer of any benefrclal interest in or to any land trust holding title to the Real Property, or by any
other method of conveyance of arvintérest in.the Real Property. However, this option shall not be exercised by Lender
if such exercise is prohibited by federar \aw or by Washmgton law.

TAXES AND LIENS. The following pruxrlsmns relatung 1o the taxes and liens on the Property are part of this Deed of
Trust: fog

Payment. Granter shall pay when dué”l'a,n'd _:i'rr all events prior to deiinquency) all taxes, special taxes, assessments,

charges {inciuding 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’ of for seivices rendered ar material furnished to the Property. Grantor
shall maintain the Property free of all liens kaving priority over or equal to the interest of Lender under this Deed of
Trust, except for the lien ¢f taxes and asaessments not due and except as otherwise provided in this Deed of
Trust.

Right to Contest. Grantor may withheld paymem of any tax, assessment, or claim in connection with a gooed faith
dispute over the obligation to pay, so long as Lendes's interest in the Property is not jeopardized. It a lien arises or
is filed as a result of nonpayment, Grantor shall within fifteen, J1%} days after the lien arises or, it a lien is filed,
within fifteen (15) days after Grantor has notice of the fllrng seaurc the discharge of the lien, or if requested by

Lender, deposit with Lender cash or a sufficient corporate” surety bond or other 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 ar sale under the lien. In any contest, Grantor shall defend itself and Lender and shall
satisfy any adverse judgment before enforcement agarnst the Property Grantor shall name Lender as an additional
obligee under any surety bond furnished in the contest proceedrngs

Evidence of Payment. Grantor shall upen demand furnish to Lender satlsfactory evidence of payment of the taxes
or assessments and shall authorize the appropriate gevernmentai offlcral (o} deilver to Lender at any time a written
statement of the taxes and assessments against the Property.

Notice of Construction, Grantor shall notity Lender at least fifteer. (19} da“\','s 'before any wark is cammancad, any
services are furnished, or any materials are supplied to the Property, ifdny. mechﬂnrc s lien, materialmen's lien, or
other lien could be asserted on account af the work, services, or materialg. Grantor will upon request of Lender
furnish to Lender advance assurances satisfactory to Lender that Grantor can and’ wrll pay the cost of such
improvements. -

PROPERTY DAMAGE INSURANCE. The following provisions relating to msunng the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and maintain policies of ﬂre msurance wnh standard extended
coverage endorsements on a fair value basis for the full insurable value covering all imgrovements on the Real
Property in an amount sufficient to avoid application of any ceinsurance clause, gnd-with a standard mortgagee
clause in favor of Lender, together with such other hazard and liability insurancelas Lendersmay reascnably require,
Policies shall be written in form, amounts, coverages and basis reasonably acceptdble 1o Lender and issued by a
company or companies reasonably acceptable to Lender. Grantor, upon request of, Lerider; witl-deliver to Lender
fram time to time the policies or certificates of insurance in form satistactory to Lenger; including stipulations that
coverages will not be cancelled or diminished without at least thirty (30) days prier written’nafice 1o Lender. Each
insurance policy also shall include an endorsement providing that coverage in favor of Lender will not e impaired
in any way by any act, omission or default of Grantor or any other person. The Real Properry is or will-be lpcated
in an area designated Dy the Direclor of the Federal Emergency Management Agency as a spetial, flnod hazard
area. Grantor agrees to obtain and maintain Federal Flood Insurance, if available, for the full. uripaid principal

balance of the loan and any prior liens on the property securing the loan, up to the maximum pelicylimits set-under

the National Flood Insurance Program, or as ctherwise required by Lender, and to maintain sugh; insurance fur tho
term of the loan. A

Application of Proceeds. Grantor shalt promptly notify Lender of any loss or damage 1o the Propertv Lender mav

make proof of loss it Grantor fails to do so within fifteen (15) days of the casuaity. 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 proceeds to the reduction of the Indebtedness, payment of any lien affecting the Praperty, or the restorauon
and repair of the Property. i Lender efects to apply the proceeds to restoration and repair, Grantor shall repat i
replace the damaged or destroyed Improvements in a manner satisfactory to Lender. Lender shall, upon< -~
satisfactory proof of such expenditure, pay or reimburse Grantor from the proceeds for the reasonable cost of |
repair or restoration if Grantor is net in default under this Deed of Trust. Any proceeds which have nat been
disbursed within 180 days after their receipt and which Lender has not committed to the repair or restoration: ‘of
the Property shall be used first tc pay any amount owing to Lender under this Deed of Trust, then 1o pay accrued
interest, and the remainder, if any, shall be applied to the principal balance of the Indebtedness. f Lendar holds

{Continued) Page 3

any proceeds after payment in full of the Indebtedness, such preceeds shall be paid without interest to Grantar as
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(Continued) Page 4

Grantor s interests may appear.

5"'LENDER S.EXPENDITURES. [t Grantor fails (A) to keep the Property free of all taxes, liens, security interests,

encumbfan‘_es .and other claims, (B) to provide any required insurance on the Property, or (C} to make repairs to the
“Property-then Lender may do so. If any action ar proceeding is commenced that would materially affect Lender's
interests in the’ Property, then Lender an Grantor's behalf may, but is not required to, take any action that Lender
believes to be gppropriate to protect Lender’'s interests. All expenses ingurred or paid by Lender for such purposes will
then bear interest at the rate charged under the Note from the date incurred or paid by Lender to the date of repayment
by Grantar.<'All“such expenses will become a part of the Indebtedness and, at Lender's option, will {A) be payable on
demand; (B)-'be addad 1o the balance of the Note and be apportioned among and be payable with any installment
paymems to betome 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 wm secure. pavment of these amounts. The rights provided for in this paragraph shall be in addition to any
other I‘Igh[s ar any remedles ‘to which Lender may be entitled on account ot any default. Any such action by Lender
shall not be construed as curmg the default so as tc bar Lender from any remedy that it atherwise would have had.

WARRANTY; DEFENSE OF TlTLE The following provisions relating to ownership of the Praperty are a part of this Deed
ot Trust: :

Title. Grantor"'warran't_s-"that.:"[a} Grantor holds good and marketable title of record to the Property in fee simple,
free and clear of all liens and ehcumbrances other than those set forth in the Real Property description or in any
title insurance pelicy, title report, or final title opinion issued in favor of, and accepted by, Lender in connection
with this Deed of Trust and (bl Grantor has the full right, power, and authority to exgcute and deliver this Deed of
Trust to Lender. T

Detense of Title. Subject to the excfeption in the paragraph above, Grantor warrants and will forever defend the
title to the Property against the lawful.claims of all persons. [n the event any action or proceeding is commenced
that questions Grantor's titfe or the interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the
action at Grantor's expense. “Grantor miay.be the nominal party in such progeeding, but Lender shall be entitled to
participate in the proceeding-and’ to be répresented in the proceeding by counsel of Lender's own choice, and
Grantor wilf deliver, or cause to be dahvered to Lender such instruments as Lender may request from time to time
to permit such participation. o =

Compliance With Laws. Grantar warrants that the Praperty ang Grantor's use of the Praperty complies with all
existing applicable laws, ordmances and- regulatmns of governmental authorities.

Survival of Promises. All promises, agreements and-“statements Grantor has made in this Jeed of Trust shall
survive the execution and delivery of this'Degad of Trust, shall be continuing in nature and shall remain in full force
and effect until such time as Grantor's Indebtedness is paid in fulk.

CONDEMNATION. The following pravisions relq.tmg 1o condemnation proceedings are a part of this Deed of Trust:

Proceedings. If any proceeding in condermmation is filed, Grantar shall promptly notify Lender in writing, and
Grantor shall promptly take such steps as may be necessary 1o defend the action and obtain the award. Grantor
may be the nominal party in such proceeding, but:Lender shail be entitled to participate in the proceeding and to be
represented in the proceeding by counsel of its #wn choice ali at"Grantor’'s expense, and Grantor will deliver or
cause to be delivered to Lender such instruments and documenfanon as may be reguested by Lender from time to
time to permit such participation.

Application of Net Proceeds. If all or any part of the -Property is cnnidemned by eminent domain proceedings or by
any proceeding or purchase in lieu of condemnatian, Lander may:"a;"its election require that all or any portion of the
net proceeds of the award be applied to the Indebtedness dr the répair-or restoration of the Property. The net
proceeds of the award shall mean the award after paymanit. of-gil reasonabfe costs, expenses, and attarneys’ fees
incurred by Trustee or Lender in connection with the condemnatron

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

Current Taxes, Fees and Charges. Jpon request by Lender, Grantor shall execute such documents in addition to
this Deed of Trust and take whatever other action is requested by-l.gnder’ to-perfect and continue Lender's lien on
the Real Property. Grantor shall reimburse Lender for all taxes. as described beldin, together with all expenses
incurred in recording, perfecting or continuing this Deed of Trust, |nclud1ng__W|thout Jimitation all taxes, fees,
documentary stamps, and other chargas for recording or registering this; Deed of Trust

Taxes. The following shall constitute taxes to which this section apphes {11 a spemflc tax upon this type of
Deed of Trust or upon all or any part of the Indebtedness secured by thig Déed.of Trust; {2} a specific tax on
Grantor which Grantor is authorized or required to deduct from payments o thig Indeb_tedness 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 or any portion of the Indebtedness or on payments‘-;-of_---';jrincipa!--énd irtterest made by
Grantor. b ’

Subsequent Taxes. |f any tax to which this section applies is enacted subsequent téthe date of this Deed of
Trust, this event shalt have the same effect as an Event of Default, and Lender may-exercise any or alt of its
available remedies for an Event of Detault as provided below unless Grantor either {1) pays the tax betore it
becames delinquent, or {2} contests the tax as provided above in the Taxes and Liens $egtion dnd deposnts with
Lender cash or a sufficient corporate surety bond or other security satisfactory to Lender’ e

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

Security Agreement. 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 Commerclal Code
as amended from time to time.

Security Interest. Upon request by Lender, Grantor shall take whatever action is requested by Leri-c_le’r._ to pgr‘fect
and continue Lender's security interest in the 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 exechted_,
counterparts, copies or reproductions of this Deed of Trust as a financing statement. Grantor shall reimburse,
Lender for ail expenses incurred in perfecting or continuing this security interest. Upon default, Grantor shall ng
remove, sever or detach the Personal Property from the Property. Upon default, Grantor shall assemble afy
Peraonal Praperty not 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 mailing addresses of Grantor {debtor} and Lender (secured party) from which infarmation
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c‘o:ncé*rning the security interest granted by this Deed of Trust may be obtained (each as required by the Uniform
Commerclai Cade) are as stated on the first page of this Deed of Trust.

FURTHER A__SURANCES ATTORNEY-IN-FACT. The following provisians relating to further assurances and
attornev in-fact, are a part of this Deed of Trust:

:fFurther Assurances. At any time, and from time to time, upon reguest of Lender, Grantor will make, execute and
“deliver, or. wifl cause to be made, executed or delivered, to Lender or to Lender's designee, and when requested by
Lender, cause to-he filed, recorded, refiled, or rerecorded, as the case may be, at such times and in such offices
ang places as Lender may deem appropriate, any and all such mortgages, deeds of trust, security deeds, securily
agréerrients; fmancmg statements, continuation statements, instruments of further assurance, certificates, and
other ducuments as may, in the sofe opinion of Lender, be necessary or desirable in order to effectuate, compiete,
perfect; continue, or: preserve (1) Grantor's obligations under the Note, this Deed of Trust, and the Related
Documerits, and (2) the liens and security interests created by this Deed of Trust as first and prior liens on the
Property, whethgr now owned or hereafter acquired by Grantor. Unless prohibited by law or Lender agrees to the
contrary in writing; Grantor shall reimburse Lender for all costs and expenses incurred in connection with the
matters referred to an thrs paragraph

Attorney-in- Fact If Gramor fails 10 do any of the things referred to in the preceding paragraph, Lender may do so
for and in the name of Grantor and al Grantor's expense. For such purposes, Grantor hereby irrevocably appeints
Lender as Grantor's attorpéy in-fact for the purpose of making, executing, delivering, fiting, recording, and dorng ail
other things as may be, necessary or desirable, in Lender's sole opinicn, to accompiish the matters referred to in
the preceding pamgra h- v

FULL PERFORMANCE. I1 Grantor pays aH lhe Indebtedness when due, and ctherwise performs all the obligations
imposed upon Grantor under this;Deed of Trust, Lender shall execute and deliver 1o Truslee a request for full
reconveyance and shal! execute and delivirito Grantor suitable statements of termination of any financing statement on
file evidencing Lender's security inferest infthg'Aents and the Personal Property. Any Teconveyance fee shali be paid by
Grantor, if permitted by applicable law, The'grantee in any recanveyance may be described as the "person or persons
legally entitled thereto", and the récitdls in theé reconveyance of any matters or facts shall be conclusive proof ot the
truthfulness of any such matters or fac

EVENTS OF DEFAULT. At lender's optron Gramc erI be in default under this Deed of Trust if any of the following
happen: : ;

Payment Defaunt. Grantor {ails to make anv pavmem when due under the Indebtedness.

Break Other Promises. Grantor breaks any p.romnsex.ma.de to Lender or fails to perform promptly at the time and
strictly in the manner provided in this De_:ed:.bf Trust of in any agreement related 1o this Deed of Trust.

Compliance Default. Failure to comply w'itrr_an\;' ather term, obligation, covenant or condition contained in this
Deed of Trust, the Note or in any of the Related Documeants.

Dafault on Other Payments. Failure of Grantor within the time required by this Deed of Trust to make any payment
for taxes or insurance, or any other payment necessary to prevent filing of or to effect discharge of any lien.

False Statements, Any representation or staternént made or furnrshed to Lender by Grantor or on Grantor's behalt
under this Deed of Trust or the Related Dacuments is false or mlsieadlng in any material respect, either now or at
the time made or furnished. ;

Defective Collateralization. This Deed of Trust or any" of ihe Related Documents ceases to be in full force and
effect (including failure ot any callateral document to create a vehd and perfected security interest or lien) at any
time and for any reason. < e,

Death or Insolvency. The death of any Grantor, the insolvene\}r of *"Gr_a-n'tc'r-, the appointment of a receiver for any
part of Grantor's proparty, any assignment for the benefit of creditprs, any type of creditor workout, or the
commencement ot any groceeding under any bankruptcy ar insolvency faws by or against Grantar,

Taking of the Property. Any creditor or governmental agency trigs: 10 take"'anﬂf of the Property er any other of
Grantor's property in which Lender has a lien. This includes taking of.- garnishing. ot or levying on Grantor's
accounts with Lender. However, if Grantor disputes in good faith whethat e claimi.on which the taking of the
Property is based is valid or reasonable, and if Grantor gives Lender written netice of The claim and furnishes
tender with monies or a surety bond satisfactory to Lender to satisfy the cla:r‘n rhen thrs default provision will not
apply. .

Breach of Other Agreoment. Any breach by Grantor under the terms of any other agreement between Grantor and
Lender that is not remedied within any grace pericd provided therein, including without’ limitaticn any agreement
concerning any indebtedness or other obligation of Grantor to Lender, whethgt’ exrsting_, fiow or later.

Events Affecting Guarantor. Any of the preceding events occurs with respect to/any guarantot; endorser, surety,
or accommodation party of any of the Indebtsdness or any quarantor, endorser, surety, or accommadation party
dies or becomes incompetent, or revokes or disputes the validity of, or liability under any Guaranty of the
Indebtedness. P

Insecurity. lLender in good faith believes itself insecure.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under this Deed of ‘{rust at anv time-thereafter,
Trustee ar Lender may exercise any one or more of the following rights and remedias:

Election of Remadies. Al of Lender's rights and remedies will be cumulative and may be exerused alone ar.
together. An electian by Lender to choose any one remedy will not bar Lender from using any other: remedy It
Lender decides to spend money or to perform any of Grantor's cbligations under this Deed of Trus1 after Gramor 5
failure to do so, that decision by Lender will not affect Lender's right 1o declare Grantor in default and 0 exerctee
Lender's remeadies. L

Accelerate Indebtedness. Lender shall have the right at its aption to declare the entire Indebtedness rmrnedratelv
due and payable, including any prepayment penalty which Grantor would be required to pay. o

Foreclosure. With respect to all or any part of the Real Preperty, the Trustee shall have the right to exercrse its
power of sale and 1o foreclose by notice and sale, and Lender shall have the right to fareclose by jUdICId| ’
fareclosure, 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 all the rights .md
remedies of a secured party under the Uniform Commercial Code.

Collect Rents. Lender shall have the right, without notice to Grantor to take possession of and manage the
Praperty and collect the Reats, including amounts pasl due and unpaid, and apply the nel proceeds, over and
above Lender's costs, against the Indebtedness. In furtherance of this right, Lender may require any tenant or
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Othet user of the Property to make payments of rent or use fees directly to Lender. If the Rents are collected by

" Lender, then Grantor irrevocably designates Lender as Grantor's attorney-in-fact to endorse instruments received in
~--"payment thereof in the name of Grantor and to negotiate the same and collect the proceeds. Payments by tenants
or other .users to Lender in response to Lender's demand shall satisfy the obligations for which the payments are
3'm_ade whether or nat any proper grounds far the demand existed. Lender may exercise it5 rights under this

s'ubparagréph either in person, by agent, or through a receiver.

B Appoint Recewer Lender shall have the right to have a receiver appointed to take possession of ali or any part of
31he Property, with the power to protect and preserve the Property, ta aperate the Praperty preceding or pending
foreclosure or sale and to collect the Rents from the Property and apply the proceeds, over and above the cost of
the receivership, ‘against the Indebtedness, The receiver may serve without bond if permitted by law. Lender's
right to.the: appointment of B receiver shall exist whether or not the apparent value of the Property exceeds the
Indebtedness by a substantlal amount. Employment by Lender shall not disqualify a person from serving as a
receiver.

Tenancy at Suffera‘ﬁce' |f Grantor remains in possession of the Property atter the Property is sold as provided
above or Lender otherwrse becomes entitled to possession of the Property upon default of Grantor, Grantor shall
become a temant-at’ sufferance of Lender or the purchaser of the Property and shall, at Lender's aption, either {1)
pay a reasonable rental Hor the use of the Property, or (2} vacate the Property immediately upon the demand of
Lender. 2

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

Notice of Sale. Lender shall glve Grantor reasonable notice of the time and place of any public sale of the Personal
Property or of the time after which any private sale or other intended disposition of the Personal Property is to be
made. Reasonable notice ghall mean notice given at least ten (10) days before the time of the sale or disposition.
Any sale of the Personal Preperty may be ‘made in conjunction with any sale of the Real Froperty.

Sale of the Property. To the extenr permrtted by applicable law, Grantor hereby waives any and all rights ta have
the Property marshalled. In exercising.dts rights and remedies, the Trustee or Lender shall be free to sell all or any
part of the Property together or Separately, in.one sale or by separate sales. Lender shall be entitled ta bid at any
public sale on all or any porticn*ofthe Propert L

Attorneys’ Fees; Expenses, |f Lender |nstrtutes anv suit or action to enforce any of the terms of this Deed of
Trust, Lender shall be entitled to recover suth sum as the court may adjudge reasonable as attarneys' fees at trial
and upon any appeal. Whether or not any cadrt actioh is involved, and to the extent not prohibited by law, all
reasonable expenses Lender incurs that in Lender's opinion ara necessary at any time for the protection of its
interest or the enforcement of its rights shall become a part of the Indebtedness payable on demand and shall bear
interest at the Note rate from the date ofithe-éxpénditure until repaid. Expenses covered by this paragraph include,
without limitation, however subject to any dimits under applicable law, Lender's attorneys' fees and Lender's legal
expensas, whether or not there is 8 Jawsuiti.including attorneys’ fees and expenses for bankruptcy proceedings
lincluding efforts to modify or vacate any autgmatic stay or injunction), appeals, and any anticipated post-judgment
collectian services, the cost of searching records;:obtaining title: reparts lincluding foreclosure reports), surveyors'
reports, and appraisal fees, title insurance, and tees for the Trustee, to the extent permitted by applicable law.
Grantor also will pay any court costs, in addition to all other sums prowded by law.

Rights of Trustee. Trustee shall have all of the rights, and dut|es ef Lender as set forth in this section.

POWERS AND OBLIGATIONS OF TRUSTEE. The fo!IOWJng prowsjons reianng to the powers and obligations of Trustee
(pursuant to Lender's ingtructions) are part of this Deed of Trust

Powers of Trustee. In addition to all powers of Trustee arrsmg as =] rnatter of law, Trustee shall have the power to
take the following actions with respect to the Property upon theswritten reglest of Lender and Grantar: (a) joiri in
preparing and filing a map or plat of the Reai Property, including the dedication of streets or other rights to the
public; b} join in granting any easement ar creating any restricétion on the Real Property; and {c) join in any
subardination or othar agreement affacting this Deed of Trust or. the rnterest ‘of Lender under this Deed of Trust.

Obligations to Notify. Trustee shall not be obligated to notify anv other party ofa pending sale under any ather
trust deed or lien, or af any action or proceeding in which Grantor, Terider - or Frustee shall be a party, unless
required by applicable law, ar unless the action or proceeding is brought by Trustee_ 5

Trustee. Trustee shall meel ali qualifications required for Trustee under:applicable jawi. In addition to the rights
and remedies set forth above, with respect to all or any part of the Properry, the Trustee shall have the right to
forectose by notice and sale, and Lender will have the right to foreclose by ;udrcnal forecleeure in gither case in
accordance with and to the full extent provided by applicable law.

Successor Trustee. lender, at Lender’s option, may from time to time appoint a..-suqr."essor Trustee to any Trustee
appointed under this Deed of Trust by an instrumant executed and acknowledged by Lenderand recorded in the
office of the recorder of Skagit County, State of Washington. The instrument shall contain, in“addition to all other
matters required by state law, the names of the original Lender, Trustee, and Grantor, the. book fid page or the
Auditor's File Number where this Deed of Trust is recorded, and the name and addrgss of the! suceessor trustee,
and the instrumant shall be executed and acknowledged by Lender or its successors in interest The succassor
trustee, without canvayance of the Proparty, shall succeed to all the title, power, and dyties’ t:onferred upan the
Trustee in this Deed of Trust and by appficable law. This procedure for substitution of Trustee shau govern to the
exclusion of all other provisions for substitution. - :

NOTICES. Subject to applicable law, and except for notice required or allowed by law te be given in another manner,
any notice required to be given under this Deed of Trust, including without limitation any notice of default and any,
notice of saie shall he given in writing, and shall be effective when actually delivered, when actuafly recelued by
telefacsimile {unless otherwise required by law), when deposited with a nationally recognized ouernrght courler, or; if,
mailed, when deposited in the United States mail, as first class, certified or registered mail postage prépaid, d_lrected_._to
the addresses shown near the beginning of this Deed of Trust. All copies of notices of foreclosure from the helder of
any lien which has priority over this Deed of Trust shall be sent to Lender’s address, as shown near the béginning of -
this Deed of Trust. Any person may change his or her address tor notices under this Deed of Trust by giving formal
written notice to the ather person or persons, specifying that the purpose of the notice is to change the person's’
address. For notice purposes, Grantor agrees to keep Lendar informed at alt times of Grantor's current address.
Subject to applicable law, and except for notice required or allowed by law to be given in another manner, if there i
more than one Grantor, any notice given by Lender to any Grantor is deemed to be notice given to all Grantors. It wrll
be Grantor's responsibility to tell the others of the notice from Lender.

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

Amendments. What is written in this Deed of Trust and in the Related Documents is Grantar's entire agreement
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_:wnh Lender concerning the matters covered by this Deed of Trust. To be effective, any change or amendment 1o
- this Deed of Trust must be in writing and must be signed by whoever will be bound or obligated by the change or
. “amendment
_Cagtlon Headlngs. Caption headings in this Deed of Trust are for convenience purposes only and are not to be
suskd to interpret or define the provisions of this Deed of Trust.

'f':Mergsr Tﬁefe shall be no merger of the interest or estate created by this Deed of Trust with any other interest or
‘astate in ‘the Praperty at any time held by or for the benefit of Lender in any capacity, without the written consent
ot Lender

Gouermng Ltaw. Thls Deed of Trust will be governed by federal law applicable to Lender and, to the extent not
preempted by fedefal law, the laws of the State of Washington without regard to its conflicts of law provisions.
This Deed of Trust has been accapted by Lender in the State of Washington.

Joint and Several Li blllty All obligations of Grantor under this Deed of Trust shall be Joml and several, and all
references to Granfor. shall mean each and every Grantor. This means that each Grantor signing below is
responsible for all obllgdnons in this Deed of Trust.

No Waiver by Lender Grantcr understands Lender will not give up any of Lender’s rights under this Deed of Trust
unless Lender does so'in wrmng The fact that Lender delays or amits 1o exercise any right will not mean that
Lender has given up that rights If Lender does agree in writing to give up one of Lender's rights, that does not
mean Grantor witl not have o comply with the other provisions of this Deed of Trust. Granter also understands
that if Lender does gohsert to'a requgst, that dees not mean that Grantor will not have to get Lender's consent
again if the situation® happens agéirt. Grantor further understands that just because Lender consents to cne or
mare of Grantor's requests, that dees not mean Lender will be required to censent 1o any of Grantor's future
requests. Grantor wawes presentmem demand for payment, pretest, and notice of dishonor.

Severability. If a court firfds that any provrsuon of this Deed of Trust is not valid or shauld not be enforced, that
tact by itself will not mean: that the rest of.this Deed of Trust will not be valid or enforced. Therefore, a court will
enforce the rest of the provisions of- thls ‘Deed of Trust even if a provision of this Deed of Trust may be found to be
invalid or unenforceable. , :

Successors and Assigns. Subject to any. Irm|tatr0ns stated in this Deed of Trust on transfer of Grantor's interaest,
this Deed of Trust shall be binding ugion and inure to the benefit of the partigs, their successors and assigns, |If
ownership of the Property becomes. vested in aspersan other than Grantor, Lender, without notice 1o Grantor, may
deal with Grantor's successors with reference to this Deed of Trusl and the Indebtedness by way of forbearance or
extension without releasing Grantor from rhe obllgatlons of this Deed of Trust or liability under the Indebtedness.

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

Waiver of Homestead Exemption. Grantor [}creby releases and walves all rights and benefits of the homestead
exemption faws of the State of Washington asito all Indebtedness secured by this Deed of Trust.

DEFINITIONS . The foliowing words shall have the -t_dﬂpwing meanings when used in this Deed of Trust:
Beneficiary. The word "Beneficiary” means Skégﬁ State Ban:k-.:"'éﬂd its successors and assigns.

Borrower. The ward "Borrower” means ALAN D PEDERS___ON”_and_ TERESA M PEDERSON and includes alt
co-signers and co-makers signing the Note and all their suceéssors and assigns.

Deed of Trust. The words "Deed of Trust” mean this:Ded of Trustiamong Grantar, Lender, and Trustee, and
includes withaut limitation all assignment and security interest prowsmns relating to the Persanal Property and
Hents. : oy

Environmental Laws. The wards "Eavironmental Laws” ean an\f‘:and"atl st’ate tederal and local statutes,
regulations and ordinances relating to the protection of human hialth or the environment, including without
limitation the Comprehensive Environmental Response, Compensanon, and Liahility Act of 1980, as amended, 42
U.5.C. Section 9601, et seq. ("CERCLA"), the Suparfund Amendmants and Heauthorization Act ot 1986, Pub. L.
Mo, 89-499 {("SARA"}, the Hazardous Materials Transportation Ac't, 49 .84, Section 1801, et seg., the Resource
Canservation and Recovery Act, 42 1J.5.C. Section 6901, et seq’ ~or other appht.able state ar federal laws, rules,
ar reguiations adopted pursuant thereto,

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

Grantor. The word "Grantor” means ALAN D PEDERSON and TERESA M F‘EDERSDN

Guaranty. The word "Guaranty” means the guaranty from guarantor, endcrrser, urety, ofr ﬂccommodatlon party 10
Lender, including without limitation a guaranty of all or part of the Note.

Hazardous Substances, The words "Hazardous Substances” mean materials tha‘1 b'écause o'f fheir quantity,
concentration ar physical, chemical or infectious characteristics, may cause or posg a present or potential hazard
to human health or the environment when improperly used, treated, stared, dispoged.of generat d, manufactured,
transported or otherwise handied. The wards "Hazardous Substances” are used iri-their-very.broadest sense and
include without limitation any and all hazardous or toxic substances, matertals or waste as. defiied:by or listed
under the Environmental Laws. The term "Hazardous Substances” also includes, withoyt Ilmltanon pe;roleum and
petroleum by-producis or any fraction thereof and asbestos. :

improvements, The word "improvements” means all existing and future improvements, b\.ll\dlngh sirumurm
mobile homes affixed on the Real Property, facilities, additions, replacements and other (,onstrucuon .oh Ihe ‘Real
Property. : .

Indebtedness. The word "Indebtedness” means all principal, interest, and other amounts, costs and expense:-.
payable under the Note or Related Documents, together with all renewals of, extensions of, moditicaticns ‘of, :
conseolidations of and substitutions for the Note or Related Documents and any amounts expended dt advanced by

Lender to discharge Grantor's obligations or expenses incurred by Trustee or Lender to enforce Graniar's &7 .
obligatipns under this Deed of Trust, together with interest on such amounts as provided in this Deed of Trust. -

Lender. The word "Lender” means Skagit State Bank, its successors and assigns. The words " successbrs.éf
assigns” mean any persen of company that acquires any interest in the Note. . )

Note. The word "Note" means the promissory note dated August 28, 2006, in the orlglnal prmmpal £
amount of $315,000.00 from Grantor to Lender, together with all renewals of, extensions of, modificatipns™ .
of, refinancings of, consalidations of, and substitutions for the pramissory note or agreement. NOTICE TO ;

GRANTOR: THE NOTE CONTAINS A VARIABLE INTEREST RATE.

Personal Property. The words "Personat Property” mean all equipment, fixtures, and other articies of personal
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property now or hereafter owned by Grantar, and now or hereafter attached or affixed to the Real Property;
;< tpgether with all accessions, parts, and additions to, all replacements of, and all substitutions for, any of such
. ~--"proper"ty, and together with all issues and profits thereon and proceeds (including without hmitation all insurance
proceedq and retunds of premiums) from any sale or other disposition of the Property.

;,'Pmpertv The ward "Property" means collectively the Real Property and the Personal Property.

:f'_ Beal Property The wards "Real Property” mean the real property, interests and rights, as further described in this
'~:Deed of Trust

Helated Documents The words "Related Documents” mean all promissory notes, credit agreements, loan
agreer‘nents environmental agreements, guaranties, secufity agreements, mortgages, deeds of trust, security
deeds, collateral martgages, and all other instruments, agreements and documents, whether now or hereafter
exrsrmq, executed ire connect;on with the Indebtedness.

Rents. The word ' Hents-_,means all present and future rents, revenues, income, issues, royalties, profits, and
other benefits de_[i\“)'ed 'fr'om the Praperty.

Trustee. The, wbrd Trustee means First American Title Company of Skagit County, whose mailing address is P O
Box 1667, Mount Vemon WA 98273 and any substitute or successor trustees.

EACH GRANTOR ACKNOWLED_GES. HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND EACH
GRANTOR AGREES TO ITS TERMS.

GRANTOR:

AN D PEDERSON

e
X
TERESA M PEDERSON

STATE OF J,nggitinéi“glp g_% ]

described in and who exeguted the Deed of Trust, and acl{'noimledged iha't they signed Bered of Trust as their free

and valuntary act and deed, for the uses and purposes therem ment1oned

Given under my hand and official seal this ,2? . dav of A § UL.S”' L2006
By _ [, %%: 4 77 Corno 53_ Res_i.dig{ig at Moccat Jecnon

Notary Public in and for the State of LYY - M'j:cﬁm&mj_:ssion expires 2 -34-0Of

REQUEST FOR FULL RECONVEYANCE

Ta: , Trustee

The undersigned is the legal owner and holder of all indebtedness secured by this De‘ed of Trustm You are hereby
requested, upan payment of all sums ewing to you, to reconvey without warranty, ta Ihe persons entltied thereto, the
right, title and interest now held by you under the Deed of Trust. . :

Date: 3 Benaﬁciary:
By .
Its:

“&
|

1LASEA PRO Landing, Yer. § 32.00.000 Zope Hetead Financial Salatons Ine '3997, 70068, All Rights Rasstwed, WA MOCFLLPLGOT FC TA-1D165 PRS2 o
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