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DEED OF TRUST a4y

DATE;: .June 22, 2007

Reference # {if applicable): 1-6526. - - Additional on page __
Grantor{s): R :

1. Paulson, Patricia A.

2. Paulson, James M,

Grantea(s)
1. Coastal Community Bank -
2. UPF Incorporated, a Washington Corporatnon Trustee

Legal Description: LOT 1, BLOCK 1, "RENSINK WHlPF’LE SALMON BEACH TRACTS"
Additional on page 2

Assessor's Tax Parcel ID#: 3983-001-001?002 I PC! quH_o :

THIS DEED OF TRUST is dated June 22, 2007, among James M. Paulson and Patricia A.
Paulson, husband and wife ("Grantor”); Coastal Community ‘Bank, whose mailing address is
Everett Main, 2817 Colby Avenue, P.0O. Box 12220, Everett, WA 98206 (referred to below
sometimes as "Lender” and sometimes as "Beneficiary™}; and UPF Iﬁcoiporated a Washington
Corporation, whose mailing address is 910 W. Boone Avenue, Spokane WA 99201 (referred
to below as "Trustee”). y :
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DEED OF TRUST
(Continued) Page 3

sfripping of-or: waste on ar to the Property or any portion of the Property. Without limiting the generality of the
_for__egoing, Grantor will not remove, or grant to any other party the right to remove, any timber, minerals (including
oil an_d g_as’}, .c'oa!_,clay, scoria, soil, gravel or rock products without Lender's prior written consent.

Rerhovat -of _.Im'grmrernents. Grantor shall not demolish or remove any Improvements from the Real Property
without Lender's prigk written consent. As a condition to the removal of any Improvemeants, Lender may reguire
Grantor.to fhake arrangements satisfactory to Lender to replace such Improvements with Improvements of at least
equal value.

Lender's Right to. Enter Lender and Lender's agents and representatives may enter upon the Real Property at all
reasonable times to-attend, fo Lender's interests and to inspect the Real Property for purposes of Grantor's
compliance with‘the térmis and cenditions of this Deed of Trust.

Comphance with Governmental Requirements.  Grantor shall promptly comply, and shall promptly cause
compliance by all agents, tenants or other persons or entities of every nature whatsoever who rent, lease or
otharwise use of accupy the Profiiity in any manner, with all laws, ordinances, and regulations, now or hereafter
in effect, of all governmental-authorities applicable to the use or occupancy of the Progerty. Grantor may contest
in good faith any such lawi ordinance; or regulation and withhold compliance during any pruceedmg, including
appropriate appeals, so loig as, Grantor hasnotified Lender in writing prior to doing so and so long as, in Lender’s
sole opinion, Lender's interests.in'the Property are not jeopardized. Lender may require Grantor to post adequate
security or a surety bond, reasunabry satrsfactory to Lender, to protect Lender's interast.

Duty to Protect. Grantor agrees nen:her 0 abandon or leave unattended the Praperty. Grantor shall do all ather
acts, in addition to those acts set forth above in this section, which from the character and use of the Property are
reasonably necessary to protact and preserue the Property

DUE ON SALE - CONSENT BY LENDER. Lendst miay, at' Lender's option, (A} declare immediately due and payable all
sums secured by this Deed of Trust ar (B) inc’:rease_thé interest rate provided for in the Credit Agreement or cther
document evidencing the Indebtedness and imposé suth 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 intarest in the Real
Property. A "sale or transfer” means the conveyanée of Real Property or any right, title or interest in the Real Property;
whether legal, beneficial or equitable; whether voluntary or lnvuluntary, whether by outright sale, deed, installment sale
contract, land contract, contract for deed, leasehold interest with-a term greater than three (3} vears, [sase-option
contract, or by sale, assignment, or transfer of any beneficial interestin: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 Iaw or by Washmgtnn law.

TAXES AND LIENS. The following provisions relating to the taXES and l|ens ot the Property are part of this Deed of
Trust:

Payment. Grantor shall pay when due (and in all events prior to dehnquency) ail taxes, special taxes, assessments,
charges (including water and sewer}, fines and impositions Iewed_ag_a_l_nst or‘an account of the Property, and shall
pay whan due all claims for work done on or for services rendered-or_material Turriished to the Property. Grantor
shafl maintain the Property free of all liens having priority over or equal to the.irterést of Lender under this Deed of
Trust, except for the lien of taxes and assessments not due and except as otherWlse provided in this Deed of
Trust. :

Right to Contest. Grantor may withhold payment of any tax, assessment or claim in_ conmection with a good faith
dispute over the obligation to pay, so long as Lender’s interest in the Property is net ;eopardlzed If a lien arises or
is filed as a result of nonpayment, Grantor shall within fifteen (15) days after the lien arises’or, if a lien is filed,
within fifteen (15) days after Granter has notice of the filing, secure the dlscharge of the’ Tien; or if requested by
Lender, deposit with Lender cash or a sufficient corporate surety bond or other secyrity- Satlsfactory to Lender in an
amount sufficient to discharge the lien plus any costs and attorneys' fees, or other chardges that.could accrue as a
resutt of a foreclosure or sale under the lien. in any contest, Grantor shall defend itself and Lender and shall
satisfy any adverse judgment before enforcement against the Property. Grantor shall nama Lender as an addltlonal
abligee under any surety bond furnished in the contest proceedings. : e

Evidence of Payment. Grantor shall upon demand furnish to Lender satisfactory evidence of payment of tha taxes
or assassments and shalt authorize the appropriate governmental official to deliver to Lender at any trme & wntten
statement of the taxes and assessments against the Praperty. . .

Notice of Construction. Grantor shall notify Lender at least fifteen (15} days before any work is commenced any-.-
services are furnished, or any materials are supplied to the Property, if any mechanic's lien, materialmen's lien,-or
other lien could be assarted on account of the work, services, or materials. Grantor will upon requestof Lendet
furnish to Lender advance assurances satisfactory to Lender that Grantor can and will pay the cost of such-"
improvements,

PROPERTY DANMAGE INSURANCE. The fallowing provisions relating to insuring the Property are a part of this Deed of

A
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DEED OF TRUST
{Continued) Page 5

fitle to the Property against the lawful claims of alt persons. In the event any action or proceeding is commenced
that questiohs’ Grantor's title or the interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the
action at Grantor's expense. Grantor may be the nominal party in such proceeding, but Lender shail be entitled to
partlcrpate in _the proceeding and to be represented in the proceeding by counsel of Lender's own choice, and
Granto will daliver, or cause to be delivered, to Lender such instruments as Lender may request from time to time
to permitsuch participation.

Gompliéhce With. Laws. “Grantor warrants that the Property and Grantor's use of the Proparty complies with all
axisting applicable |laws, ardinances, and regulations of governmental authorities.

Survival of Promises. “All ‘Aromises, agreements, and statements Grantor has made in this Deed of Trust shall
survive the exectlition and delivery of this Deed 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 full.

EXISTING INDEBTEDNESS.. The folloWlng prowsmns concerning Existing Indebtednaess are a part of this Deed of Trust:

Existing Lien. The Ilen of ‘thig” Deed of Trust securing the Indshtednass may be secandary and inferior to an
existing lien. Grantor eXprBSSIV covenahts and agrees to pay, or see to the payment of, the Existing Indebtedness
and to prevent any default.on such indebtedness, any default under the instruments evidencing such indebtedness,
or any default under any seuurlty documents for such indebtedness.

No Maodification. Grantor shall not” entar into any agreement with the holder of any mortgage, deed of trust, or
other security agreement whick has priority “over this Deed of Trust by which that agreement is modified,
amended, extended, or renewed withotit theprior written consent of Lender. Grantor shall neither request nor
accept any future advances under any-such security agreement without the prior written consent of Lender.

CONDEMNATION. The following provisiens relatin_g" to _c_on'demnation proceedings are a part of this Deed of Trust:

Proceedings. If any proceeding in condernnation.is filed, Grantor shall promptly notify Lender in writing, and
Grantor 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 proceeding.but Lendear shall be antitled to participate in the proceeding and to be
represented in the proceeding by counsel of its ‘awn chaoice all at Grantor's expense, and Grantor will deliver or
cause to be delivered to Lender such instruments.and documantaﬂon as may be requested by Lender from time to
time to permit such participation, o

Application of Net Proceeds. If all or any part of the Property is condemned by eminent domain proceedings or by
any proceeding of purchase in lieu of condemnation, Lender may at its election require that all or any portion of the
net proceeds of the award be applied to the Indebtedness-or the repair_cor restoration of the Property. The nat
proceeds of the award shall mean the award after payment-of all reésonable costs, expenses, and attarneys’ fees
incurred by Trustee ar Lender in cennection with the condemnatlon

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES The following proevisions relating
to governmental taxes, fees and charges are a part of this Deed of Trust

Current Taxes, Fees and Charges. Upon request by Lender, Grantor shall execute such documents in addition to
this Deed of Trust and take whatever other action is requested by Lender to perfect and continue Lender's lien an
the Real Property. Grantor shall reimburse Lender for all taxes, as described below, together with all expenses
incurred in recording, perfecting or continuing this Deed of Trust, including witheut limitation all taxes, fees,
documentary stamps, and other charges for recarding or registering this Deed of Trust.”

Taxes. The following shall constitute taxes to which this section applies: (1) sa specific tax upon this type of
Deed of Trust or upon all or any part of the Indebtedness secured by this Deed of Trust;-(2)" a specific tax on
Grantor which Grantor is authorized 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 af the folder of the Credit
Agreement; and (4} a specific tax on all or any portion of the Indebtedness or on payments of prlnmpal and
interest rade by Grantor. o

Subsequent Taxes, M any tax to which this section applies is enacted subsequent to the date of thlS Deead of
Trust, this event shall have the same effect as an Event of Default, and Lender may exercise.any or all.of its
available remedies for an Event of Default as provided below unless Grantor either (1) pay$ the tax before it
hecomes delinguent, or (2) contests the tax as provided above in the Taxes and Liens section and depusnts W|th
Lender cash or a sufficient corporate surety bond or ather security satisfactory to Lender, :

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions relating to this Desd-. of Trust as, 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 f|xtures and Lender shall have all of the rights of a secured party under the Uniform Commereial Code .
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DEED OF TRUST
(Continued) Page 7

uce .Heme'diés. With respect to all or any part of the Personal Property, Lender shall have all the rights and
remsdies ofa secured party under the Uniform Commercial Code,

Co'.lec.t Hents ALender shall have the right, without notice to Grantor 10 take posgsession of and manage the
Property-énd colleet 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 require any tenant or
other user.of the Property to make payments of rent or use fass directly ta Lendar. If the Rents are collected by
Lender, then Graptor wrevocably designates Lender as Grantor's attorney-in-fact ta endorse instruments received in
payment thereof in the name of Grantor and te negotiate the same and collect the proceeds. Payments by tenants
or other users toLender in.response to Lender's demand shall satisfy the obligations for which the payments are
made, whethet or not any proper grounds for the demand existed. Lender may exercise its rights under this
subparagraph either in person; “by agent, or through a recsiver.

Appoint Receiver, Lendesr s_h'all_ha_\.re the right to have a receiver appointed to take passession of all or any part of

the Property, with the pewer 1o pro'tect and preserve the Property, to operate the Property preceding or pending
foraclosura or sale, and to.Colléct tha Rents from the Property and apply the proceeds, over and above the cost of
the receivership, against the Indebrtedness. The receiver may serve without bond if permitted by law. Lender's
right to the appointment of @ 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 Sufferance. |If Gran‘tor. Fernains-ir possession of the Property after the Property is sold as provided
above or Lender otherwise becomes: en‘titled 18 possession of tha Property upon default of Grantor, Grantor shall
become a tenant at sufferance of Lender or thespurchaser of the Property and shall, at Lender's option, either (1)
pay a reasonable rental for the use of the Pwperty. or. 12} vacate the Property immediately upon the demand of
Lender. : .

Other Remedies. Trustee or Lender shail have any other right or remedy provided in this Deed of Trust or the
Credit Agreement or by law.

Notice of Sale., Lender shall give Grantor reasrjnéb_ie notice of the time and place of any public sale of the Personal
Property or of the time after which any private gale or other intended disposition of the Personal Property is to be
made. Reascnable notice shall mean notice given at least tén (10)days before the time of the sale or disposition.
Any sale of the Personal Property may be made in conjurction with, any sale of the Real Property.

Sale of the Property. To the extent permitted by applicable law, Grantor hereby waives any and all rights to have
the Property marshalled, In exercising its rights and remegdies; the Trustee or Lender shall be free to sell all or any
part of the Property tagether or separately, in one sale or by sepa;ate sales. Lender shall be entitled to bid at any
public sale on all or any partion of the Property. .

Attorneys' Fees; Expenses. If Lender institutes any suit or actmn to enforce any of the terms of this Deed of
Trust, Lender shall be entitled to recover such sum as the court tay adjudge reasonable as attorneys' fees at trial
and upen any appeal. Whether or not any court action is involved, and-to.thé extent not prohibited by law, all
reasonable expenses Lender incurs that in Lender's opinion are necessary at any_time for the protection of its
interest or the enfarcement of its rights shall becore a part of the Indebtadness pavab(e on demand and shall bear
interast at the Credit Agreement rate from the date of the expenditure dntil repaid, Expenses covered by this
paragraph include, without limitation, however subject 1o any himits under applicabie law, Lender's attorneys’ fees
and Lender’s legal expenses, whether or not there is a lawsuit, including attorneys fees and expenses for
bankruptey proceedings (including efforts to modify or vacate any automatic stay or injunction), appeals, and any
anticipated post-judgment collectwn services, the cost of searching recordsg,’abtaining. title” reports (including
foreclosure reports), surveyors’ reports, and apprmsal fees, title insurance, and fees for. the Trustes, to the extent
permitted by applicable {aw. Granter alst will pay any court costs, in addition to alt. other sumg prowded by law.

Rights of Trustee. Trustee shall have all of the rights and duties of Lender as set forth m this sentlon

POWERS AND OBLIGATIONS OF TRUSTEE, The following provisions relating to the powers ar\d ot;l;gatlons of Trustee
{pursuant to Lender's instructions) are part of this Deed of Trust:

Powaers of Trustee. In addition to all powers of Trustee arising as a matter of law, Trustee shalf have the power to
take the following actions with respect to the Property upon the written request of Lender and Grantor: {a) jgin, in
preparing and fllmg a map or plat of the Real Property, including the dedication of streets or other: ]’IghtS to ke
public; (b} join in granting any easement or creating any restriction on the Real Property; and". (c) join in any..._
subordination or other agreement affecting this Deed of Ttust or the interest of Lender under this Deed cf Trust,. '

Obligations to Notify. Trustee shall not be ohligated to notify any other party of a pending sale undet any other___-'
trust deed or lien, or of any action or proceeding in which Grantor, Lender, or Trustee shall be a party, unlass )
required by applicable law, or unless the action or proceeding is brought by Trustee. ‘

Trustee. Trustee shall meet all gualifications required for Trustee under applicable law. In addition to the rii'ghl_:.s""

AR
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DEED OF TRUST
{Continued) Page 9

e'kemntion 'la\}i'us of the State aof Washington as to all Indebtedness secured by this Deed of Trust,
DEFINITIONS The followmg words shall have the following meanings when used in this Deed of Trust:
Beneﬂcnary The WOrd "Beneficiary” means Coastal Community Bank, and its successors and assigns.

Borrower,:” T=he ==\Nm'd "Borfower" means Patricia A. Paulsen and James M. Pauison and includes all co-signers and
co-makérs-signing the Credit Agreement and all their successars and assigns,

Credit Agreement. The words "Credit Agreement” mean the credit agreement dated June 22, 2007, with credit
limit of $400,000.00 from Grantor to Lender, together with all renewals of, extensions of, medifications of,
refinancings of; ‘coridolidations of, and substitutions for the promissory note or agreement. NOTICE TO GRANTOR:
THE CREDIT AGREEMENT CONTAINS A VARIABLE INTEREST RATE.

Deed of Trust. The words' "Dead of Trust" mean this Deed of Trust among Grantor, Lender, and Trustee, and
includes without ||rn|tatron a'l] ass:gnment and security interest provisions relating to the Personal Property and
Rents. :

Event of Default. The words' "Event of Default mean any of the events of default set forth in this Deed of Trust in
the events of default secnon .of th|s Deed of Trust.

Existing Indebtedness. The words "Emstlng Indebtedness™ mean the indebtedness described in the Existing Liens
prevision of this Deed of Trust. ’

Grantor. The word "Grantor” means Patrlcla A Paulson and James M. Paulson.

Improvements. The word "lmprovements ineans all existing and future improvements, buildings, structures,
mobile homes affixed on the Real Property, facmtles, addltlons replacements and other construction on the Real
Property. :

indebtedness. The word "Indebtedness” "mea'ns"all pringipal, interest, and other amounts, costs and axpznses
payable under the Credit Agreement aor Related Docurnents, together with all renewals of, extensions of,
madifications of, consolidations of and substitutions for the Credit Agreement or Related Documents and any
amounts expended or advanced by Lender to discharge Grantor's obligations or expenses incurred by Trustee of
Lender to enforce Grantor's obligations under this Deed of” Trust together with intergst on such amounts as
provided in this Deed of Trust. A .

Lender. The word "Lender" means Coastal Communlty Bank its successors and assigns. The words "successars
or assigns" mean anhy person or campany that acguires any interest.in the Credit Agreement.

Personal Property. The words "Personal Property” mean all equrpment fixtures, and other articles of personal
property now or hereafter owned by Grantor, and now or hereafter attached or affixed to the Real Property;
together with all accessions, parts, and additions to, all replacements of.; and all substitutions for, any of such
property; and together with all issues and profits thereon and proceeds (mcludmg without limitation all insurance
proceeds and refunds of premiums) from any sale or other dlsposmon of the Proparty.

Property. The word "Property” means collectively the Real Proparty and the Parsonal Property

Real Property, The words "Real Property” mean the real property, mterests and rlghts as further described in this
Desd of Trust.

Related Documents. The words "Related Documents™ mean all promiSsory‘ notes; credit agreements, loan
agreements, guaranties, security agreements, mortgages, deads of trust, security’deeds, collateral mortgages, and
all othar instruments, agreements and docurnents, whether now or hereafter existing, execufed’in connection with
the Indebtedness; provided, that the environmental indemnity agresments are not: "He‘rated Documents and are
nat secured by this Deed of Trust. :

Rents. The word "Rents" means all present and future rents, revenues, income, |ssues, royaltles proflts and
ather benefits derived from the Property. . S

Trustee. The word "Trustae” means UPF Incotporated, a Washington Corporation, whosa mai'nng address 13 210
W. Boone Avenue, Spokane, WA 99201 and any substitute or successor trustees.
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