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DEED OF TRUST

DATE: December 1, 2006

Reference # (if applicable) Additional on page
Grantor{s): :

1. NELSEN, GREGORY H

2. NELSEN, MARIE A_

Grantee(s)
1. PEQPLES BANK - :
2. Chicago Title Company island DNJSJOJ‘) Trustee

Legal Description: PWﬁNﬂJﬁ/WYWT?
PTN. GOV'T LOT 3 IN 27 36-2 Additional on page

Assessor's Tax Parcel ID#: 360227- O,,00_3 0002 P47196

THIS DEED OF TRUST is dated December 1, 2006, among GREGORY H NELSEN and MARIE A
NELSEN. husband and wife, whose address .is. 9363 Marshall Road, Bow, WA 98232
{"Grantor"}; PEOPLES BANK, whose mailing: address is: MOUNT VERNON OFFICE, PHONE:
{360) 848-8872, 1801 RIVERSIDE DRIVE, MOUNT VERNON WA 98273 (referred to below
sometimes as “"Lender” and sometimes as Beneﬂcnary '};.and Chicago Title Company - Island
Division, whose mailing address is P.O. Box 638, Mount Vernon WA 98273 (referred to below
as "Trustee"}. S .
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DEED OF TRUST
‘Loan No: 5714419-1 (Continued) Page 3

___;=:Compllance with Governmental Requirements. Grantor shall promptly comply, and shall promptly cause
compliance by all agents, tenants or ather persons or entities of every nature whatsoever who rent, lease or

~“otherwise.use or peoupy the Property in any manner, with all laws, ordinances, and regulations, now of hereafter
_m afféét;.of all governmental autherities applicable to the use or occupancy of the Property. Grantor may contest
singgood fatth any such law, ordinance, or regulation and withhold compliance during any proceeding, including

: appropriaté appeals so lang as Grantor has notified Lender in writing prior to doing s¢ and so long as, in Lender's

- sale opnmon “Lender's interests in the Property are nat jeopardized. Lender may require Grantor to post adequate
"security-‘or 4 surety bond, reasonably satisfactory to Lender, to protect Lender's interest.

duty to-Protéct,. Grantor agrees neither 1o abandon or leave unattended the Property. Grantor shall do all other
acts, in add|t10n to those acts set forth above in this section, which from the character and use of the Property are
reasonahly necessary to protect and preserve the Property.

DUE ON SALE - CONSENT, BY LENDER. Lender may, at Lender’s option, {A) declare immediately due and payable all
sums secured by this Deed of Trust or (B) increase the interest rate provided for in the Credit Agreement or other
document evidencing, the Indebtedness and impose such other conditions as Lender deems appropridate, upon the sale or
transfer, without Lender & prior writien consent, of all or any part of the Real Property, or any interest in the Real
Property. A "salg or transfar” méans the conveyance of Real Property or any right, titfe or interest in the Real Property;
whether legal, benéficial or gquitatife; whether valuntary or involuntary; whether by outright sale, dead, instaltiment sale
contract, land contract, contratt for deed, leasehold interest with a term greater than three (3) years, lease- -option
contract, or by sale, assignmient; or transfer of any beneficial interest in or to any fand trust halding title to the Real
Property, or by any ather sethod of Eonveyance of an interest in the Real Property. However, this option shall not be
exercised by Lender if such.exercise.is -p:dhibited by federal law or by Washington law.

TAXES AND LIENS. The followung prowsmns relating to the taxes and fiens on the Property are part of this Deed of
Trust:

Payment, Grantor shall pay when due (and, in all events prior to delinquencyl all taxes, special taxes, assessments,
charges {including water and sewer} Aines and 1mposmons levied against or on account of the Property, and shall
pay when due all claims for Wdrk doneon or for services rendered or material furnished to the Property. Grantor
shall maintain the Property free of altliens having priority over or equal to the interest of Lender under this Deed of
Trust, except for the lien of faxed and_asges$ments not due, except for the Existing Indebtedness referred to
below, and except as otherwise prowded in thls Deed of Trust.

Right to Contest. Grantor may wrchho!d paymﬂnt of any tax, assessment, or ¢claim in connection with a good faith
dispute over the cbligation to pay, so long as‘Lender’'s interest in the Property is not jeopardized. If a lien arises or
is filed as a result of nonpayment, Grantor shall w:thm fifteen {15} days after the lien arises or, if a lien is filed,
within fifteen {15} days after Grantor has fotice of-the filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lender cash or a sufficient corparate surety band 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 or sale under the fierr, In any contest, Grantor shall defend itself and Lender and shall
satisfy any adverse judgment before enforcement against the Property. Grantor shall name Lender as an additional
obligee under any surety bond furnished in the'cd'ntest proceedings

Evidence of Payment. Grantor shall upon demand furnish 1o’ Lender satisfactory evidence of payment of the taxes
or assessments and shall authorize the appropriate governmental offrmal to deliver to Lender at any time a written
statement of the taxes and assessments against the Propertv

Notice of Construction. Grantor shall notify Lender at least fifteen [1 5) days before any wark is commenced, any
services are furnishad, or any materials are supplied 6 the Pmpertv, it apy mechanic's lien, materialmen's lien, of
other lien could be asserted on account of the work, sérvices, or matérials. Grantor will upan request of Lender
furnish to Lender advance assurances satisfactory to Lefider that Grantor can and will pay the cost of such
impravements.

PROPERTY DAMAGE INSURANCE. The fallowing provisions relatmg to msurmg the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and malntam pohc;es of firg-tnsurance with standard extended
coverage endorsements on a replacement basis for the full insurable. valug“covering all Improvements on the Real
Froperty in an amount sufficient fo avoid application of any coinsurance chuse,and with a standard morigagee
clause in faver of Lender, together with such other hazard and liability insurance asil.énder may reasonably require.
Palicies shall be written in form, amounts, coverages and basis reasorxabty acceptable to Lender and issued by a
company or companies reasonably acceptable to Lender. Grantar, upon request of Lender, will deliver to Lender
from time to time the policies or certificates of insurance in form satisfagtoty'to Lender, including stiputations that
coverages will not be cancelled or diminished without at least thirty (30) days-prior Wrmen notice to Lender. Each
insurance palicy also shall include an endorsement providing that coverage in favor i Lender will not be lmpalred
in any way by any act, omission or default of Grantor or any other persen. Sheuld ‘the Real"Property be located in
an area designated by the Director of the Federal Emergency Management Agency as a.spegfal flood hazard area,
Grantor agrees to obtain and maintain Federal Flood Insurance, if available, within® 45 days -after'notice is given by
Lender that the Property is located in a specual flood hazard area, for the maximum ameunt gf your credit line and
the full unpaid principal balance of any prior liens on the property securing the lodin, up to thesmaximum policy
limits set under the National Flood Insurance Program, or as otherwise required by Lender, and 0 malntam such
insurance for the term of the loan. ; :

Application of Proceeds. Grantor shall pramptly notify Lender of any loss or damage to the Property Fender may
make proof of loss if Grantor fails 1 do so within fifteen [15) days of the casualty. Whether ar ‘not.Lender’s
security is impaired, Lender may, at Lender's election, receive and retain the proceeds of any-insurance and appty
the proceeds to the reduction of the Indebtedness, payment of any lien affecting the Property. or the restoratlon
and repair of the Property. If Lender elects ta apply the proceeds to restoration and repair, Grantor sha!l repalr or
replace the damaged or destroyad Improvemants in a manner satisfactory 1o Lender. Lender shall, upon
satisfactory proof aof such expendlture pay or reimburse Grantor from the proceeds for the reasnnabie cost of
repaii or restoration if Grantor is not in default under this Deed of Trust. Any proceeds which_ have ot bedn':
disbursed within 180 days after their receipt and which Lender has not committed to the rapair or restaration af;
the Property shall be used first to pay any amount owing 1o Lender under this Deed of Trust, then to.pay, aceried
interest, and the remainder, 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 interes1s may appear. ¢

Compliance with Existing Indebtedness. During the period in which any Existing Indebtedness described hefow s
in effect, compliance with the insurance provisions contained in the instrument evidencing such Exlstlng
Indebtednass shall constitute compliance with the insurance provisions under this Deed of Trust, to the extent
compliance with the terms of this Deed of Trust would canstitute a duplication of insurance requirement. If any .~

A
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DEED OF TRUST

" koan No: 5714419-1 (Continued) Page 5

_SE(__:_ue_i__TeY"' AGREEMENT: FINANCING STATEMENTS. The following provisions relating to this Deed of Trust as a
5-?'se(':'urit'\'r agfeement are a part of this Deed af Trust:

’ Secu rity.. Agreement This instrument shall constitute a Security Agreement to the extent any of the Property
copstitutes fixtures, and Lender shall have alt of the rights of a secured party under the Uniform Commercial Code
i as amended from time to time.

* Speurity Interest Upon request by Lender, Grantor shall take whatever action is requested by Lender to perfect
‘and continue Lerider'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 executed
countérparts, cop:es ar reproductions of this Deed of Trust as a financing statement. Grantor shall reimburse
Lender fer all expenses incurred in perfecting or continuing this security interest. Upon default, Grantor shall not
remove, séver ‘or detach the Personal Property fram the Property. Upon default, Grantor shall assemble any
Personal’ Propérty 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 10 the
extent permltted by applrcable law.

Addresses. . Thes marlmg addresses of Grantor {debtor) and Lender (secured party) frem which information
concerning the securlty |nterest granted by this Deed of Trust may be obtained {each as required by the Uniform
Commaercial Code) are as stated:on the first page of this Deed of Trust.

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provisions relating to further assurances and
attorney-in-fact are a part of thls Deed ot Trust

Further Assurances.’ LAt any trme and from time to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause tc be made, executed or delivered, to Lender ar 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 approprlate any and all such mortgages, deeds of trust, security deeds, security
agreements, financing stateients, continuation statements, instruments of further assurance, certificates, and
other documents as may, in“the-Sole: opiriion of Lender, be necessary or desirable in order to effectuate, complete,
perfect, continue, or preserve 11} Grantor s obligations under the Credit Agreement, this Deed of Trust, and the
Related Documents, and (2) . the’liens and“security interests created by this Deed of Trust on the Property,
whether now owned or hereafter: ecquired"by Gréntor Uniess prohibited by law or Lender agrees to the contrary in
writing, Grantor shall reimburse Lender for alI casts and expenses incurred in connection with the matters referred
ta in this paragraph. - E

Attorney-in-Fact. If Grantor fails to do anv o‘f the things referred to in the preceding paragraph, Lender may do so
for and in the name of Grantor and at Granfor's experise. For such purposes, Grantor hereby irrevacably appoints
Lender as Grantor's attorney-in-fact for the purgose of making, executing, delivering, filing, recording, and daing all
other things as may be necessary or desurabie An Lender's sole opinion, to accomplish the matters referred to in
the preceding paragraph.

FULL PERFORMANCE. If Grantor pays all the Indebtedness when due, terminates the credit line account, and otherwise
performs all the obligations imposed upon Grantor ainder this Deed of Trust, Lender shall execute and deliver to Trustee
a request for full reconveyance and shall execute ‘and deliver 16 Grantor suitable statements of termination of any
financing statement on file evidencing Lender's security interest:in_the Rents and the Personal Property. Any
reconveyance fee shall be paid by Grantor, if permitted by applrcable law. The grantee in any reconveyance may be
described as the "person ar persons legally entitled thereto”; and the recitals in the reconveyance of any matters or
facts shall be conclusive proof of the truthfulness of any such matters ar; facts.

EVENTS OF DEFAULT. Grantor will be in default under this’ Deed ‘of Trust if. any of the following happen: {A} Grantor
commits fraud or makes a material misrepresentation at any tima.in connectlon with the Credit Agreement. This can
include, for example, a false statement about Grantor's income, assets; Tiabilities, or any other aspects of Grantor's
financial condition. (B} Grantor does not meet the repayment terms of the Credit Agreement. (C) Grantor's action or
inaction adversely affects the collateral or Lender's rights in the colfateral. This can include, for example, failure to
maintain required insurance, waste of destructive use of the dwelling,“failure 1o pay taxes, death of alt persons liable on
the account, transfer of title or sale of the dwelling. creation of_a.senior fien an the dwelling without Lender's
permission, foreclosure by the holder of another lien, or the use of funds or ‘the dwelhng for prohibited purposes.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under this: Deed of Trust, at any time thereafter,
Trustee or Lender may exercise any one or more of the following rights and remed1es ;

Election of Remedies. All of Lender's rights and remedies wili be cumulatlve and may be exercised alone or
together. An election by Lender to choose any ane remedy will not bar Lender from -gsing any other remedy. if
Lender decides to spend money or to perform any of Grantor's obllgatlons undetr: thig. Deed of Trust, after Grantor's
failure to do so, that decision by Lender will not affect Lender’s right to declare Grantor in default and to exercise
Lender's remedies.

Accelerate Indebtedness. Lender shall have the right at its option to declare tne'-:entire ﬁfdebtedness immediately
due and payable. EA:

Foreclosure, With respect to all or any part of the Real Property, the Trustee shall have the nght to exercise its
power of sale and to foreclose by notice and sale, and Lender shall have the right-to, foreclose by judicial
fareclosure, in either case in accordance with and to the full extent provided by appllcable law ’

I 1he,-rig hts and

UCC Remedies. With respect to all or any part of the Personal Property, Lender shall hev
remedies of a secured party under the Uniform Commercial Code.

Collect Rents. Lender shall have the right, without notice to Grantor to take possessron of and manage the
Property and collect the Rents, including amounts past due and unpaid, and apply the net proceeds ‘over, and
above Lender's costs, against the Indebtedness. in furtherance of this right, Lender may réguiré any. teriarft, or
ather user of the Property to make payments of rent or use fees directly to Lender. If the Rents are coltected by
Lender, then Grantar irrevocably designates Lender as Grantor's attorney-in-fact to endorse instruments feceived in

paymant 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 tha payments a ey
made, whether or not any proper grounds for the demand existed. Lender may exercise its rights un_der hle'

subparagraph either in person, by agent, or through a receiver.

Appoint Receiver. Lender shall have the right to have a receiver appointed to take possession of all or any part of -
the Property, with the power to protect and preserve the Property, to operate the Property preceding or pending .-~
foreclosure or sale, and to callect the Rents from the Property and apply the proceeds, over and above the gost of

the receivership, against the indebtedness. The receiver may serve without bond if permitted by law. Lendsr's
right to the appointment of a receiver shall exist whether or not the apparent value of the Properly exceeds the
Indebtedness by a substantial amount. Employment by Lender shall not disqualify a person from serving as a.

MR

Skagrt County Audltor
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DEED OF TRUST
Loan No: 5714419-1 {Continued) Page 7

__.:=Choiéé of Venue. If there is a lawsuit, Grantor agrees upon Lender's request to submit ta the jurisdiction of the
i courts of SKAGIT County, State of Washington.

’ Jolnt and Several Liability. AN obligations of Grantor under this Deed of Trust shall be joint and sgvaral, and all
fefgtences, to Grantor shall mean each and every Grantor. This means that each Grantor signing below is
rga'sponsibh;? fpr atl obligations in this Deed of Trust.

* Mo Waiver by Lender. Grantor understands Lender will not give up any of Lender's rights under this Deed of Trust
‘uriless. Lender does so in writing. The fact that Lender delays or omits to exercise any right will not mean that
Lender has given ‘up that right. If Lender does agree in writing to give up one of Lender’s rights, that does not
mean Gramor will not have to comply with the othar provisions of this Deed of Trust. Grantor alse understands
that if Lender does consent to a reguest, that does not mean that Grantor will not have to get Lender’'s consant
again if the sitgatiot happens again, Grantor further understands that just because Lender consents 1o one or
mare of Grantor's regtests, that does not mean Lender will be required to consent to any of Grantor's future
requests. Grantar Wawes presentment, demand tor payment, protest, and notice of dishonor,

Severability. lf.a court frnd.s that any provision of this Deed of Trust is not valid or should not be enforced, that
fact by itself Wil fiot reart: that the rest of this Deed of Trust will not be valid or enforced. Therefore. a court will
enforce the rest of the provrsmns of this Deed of Trust even if a provision of this Deed of Trust may be found 10 be
invalid or unenforceable.

Successors and Assagns. Sub]ect 1o any limitations stated in this Deed of Trust an 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. it
ownership of the Property becomes vested in a person other than Grantor, Lender, without notice to Grantor, may
deal with Grantor's successors with: reference to this Deed of Trust and the Indebtedness by way of forbearance or
extension without rereasmg Grantor. fmm the obligations of this Deed of Trust or hability under the Indabtedness.

Time is of the Essence. Trmg is of the essence in the performance of this Degd of Trust.

Waive Jury. All parties to"thi's" beed &f Trust hereby waive the right to

jal in any action, proceeding, or
counterclaim brought by any party alamst any other party. (Initial Here 73

Waiver of Homestead Exemptmn -"Grantor hefeby releases and waives all rights and benefrts of the homestead
exemption laws of the State of Wasmngton as to-all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The following words shall havé, the fgl!owmg meanings when used in this Deed of Trust:

Beneficiary, The word "Beneficiary" méhh§ PéOPLES‘ BANK, and its successors and assigns.

Borrower. The word "Borrower” means GHEGORY H NELSEN and MARIE A NELSEN and includes all co-signers
and co-makers signing the Credit Agreement and il their successors and assigns.

Credit Agreement. The words “Cradit Agreement" mean the credit agreement dated Dacembar 1, 2006, with
credit ?mlt of $165,000.00 from:Grantor to Lender, together with all renewals of, extensions of,
modifications of, refinancings of, consolidatid‘ns of, and substitytions for the promissory note or agreement.
NOTICE TO GRANTOR: THE CREDIT AGREEMENT CONTAINS A VARIABLE INTEREST RATE.

Deed of Trust. The words "Deed of Trust” mean this Deéd of:Trust among Grantor, Lender, and Trustee, and
includes without limitation all assighment and securlt\f mterest prowsrons refating to the Personal Property and
Rents. ;

Event of Detault. The words "Event of Default” meari an\,r of the events of defautt set forth in this Deed of Trust in
the events of default section of this Deed of Trust. A

Existing indebtedness. The words "Existing Indebtedness" rnean the |ndebtedness dascribed in the Existing Liens
provision of this Deed of Trust. .

Grantos. The word "Gramtor™ means GREGORY H NELSEN and MAHIE A NELSEN

Improvements. The waord "Improvements” means ali existing “and Tuture improvements, buildings, structures,
mabila homes affixed on the Real Property, facilities, additions; replacements and other construction on the Real
Property. o

Indebtedness. The word "Indebtedness” means alt principal, interest,;}and’ other é:mounts, costs and expenses
payable undes the Credit Agreement or Related Documents, together” with all renewals of, extgnsions aof,
modifications of, consolidations of and substitutions for the Credit Agreement or:Relatad Doguments and any
amounts expended or advanced by Lender to discharge Grantor's obligations or expenges incurred by Trustee or
Lender to enforce Grantor's obligations under this Deed af Trust, together with interest on such amounts as
provided in this Deed of Trust. Specifically, without limitation, indebtedriess’ lnc?udes all amounts that may ke
indirectly secured by the Cross-Collateralization provision of this Deed of Trust. .

Lender. The word "Lender” means PEOPLES BANK, its successors and assrgns The™ Words "successors ar
assigns" mean any person or company that acquires any interest in the Credit Agreemem :

Personal Property. The woards “"Personal Property” mean all equipment, f-.xtures ang othef artrcles of personat
property now or hereafter owned by Grantor, and now of hereafter attached of afﬁxed 10" the Real Property;
together with all accessions, parts, and additions to, all replacements of, and all substrtutrons far, any of such
property; and together with all issues and profits thereon and proceeds (including wrthout lrmrtatmn aH insurance
praceeds and refunds of premiums) from any sate or other disposition of the Property. = s

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

Real Property. The words "Real Properiy” mean the reat praperty, interests and rights, as furiher dsscrrbed ) t‘nrs
Deed of Trust. : : L

Related Documents. The wards "Related Documents” mean all pramissary notes, credits agreemems loan
agreements, guaranties, security agreements, mortgages, deeds of trust, security deeds, collateral mortgages, angd
all other instruments, agreements and documents, whether now or hereafter existing, executed in :connection with:
the Indebtedness; provided, that the environmental indemnity agreements are not "Related Documents and are’
not secured by this Deed of Trust. . i

Rents. The word "Rents” means all present and future rents, revenues, income, issues, royalties, prq_f-i*'cs, &.*an'd_-'--vu
other benefits derived from the Property. ER

Trustee. The word "Trustee” means Chicago Title Company - Island Division, whose mailing address is P. O Box-"‘

538, Mount Vernan, WA 982732 and any substitute or successor trustess.
B
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