: RETURN ADDRESS:
i . Paoples Bank Mmmm”mw
7 7 Eoan Services Department

L

Skaglt County Audltor

I

.0, Box 233
Lynden WA 98264

8/7/2008 Page 1 of 8 9:26AM
LAND TIT%.E OF SKAGIT COUNTY
1 3 f .
DEED OF TRUST
DATE: August 6, zdoé
Reference # (if apphcable} Additional on page ___

Grantor{s):
1. NOWOTNY, RAYA i
2. NOWOTNY, KAT_H_E_RINE E-,

Granteel(s)
1. PEOPLES BANK ¢ |
2. Land Title Co. of Skaglt County, Trustee

Legal Description: Ptn SE 1/4 Of SE 1/4 26 35 1 EW.M. Aka Lot 3, SP ANA-01-002.
. S Additional on page

Assessor's Tax Parcel ID#: 3501 26-4}_902-1’3100

THIS DEED OF TRUST is dated August 6, 2008 among RAY A NOWOTNY AND KATHERINE E
NOWOTNY, HUSBAND AND WIFE, WHOSE ADDRESS IS 2515 LUPINE LANE, ANACORTES,
WA 98221 ("Grantor"}; PEOPLES BANK, whose mallmg address is ANACORTES OFFICE,
PHONE: (360} 588-0153, 911 11th STREET.. ANACORTES WA 98221 (referred to below
sometimes as "Lender” and sometimes as "Beneficiary™}: and_iand Title Co. of Skagit County,
whose mailing address is 111 E. George Hopper Rd; Burhngton WA 98233 (referred to below
as "Trustee"}. .
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L ' DEED OF TRUST
" Loan:No: 5714820-1 {Continued) Page 3

;7 Grantor to make arrangements satisfactory to Lender to replace such Improvements with Improvements of at least
gyl value,

. *Eender"s'"Right to Enter. Lender and Lender's agents and represeniatives may enter upon the Real Property at all
reaspnable ‘times to attend to Lender's interests and to inspect the Real Property for purposes of Grantor's
£ompliance. with the terms and conditions of this Deed of Trust.

%-_Cbmpliancs’ with Governmental Requirements. Grantor shall promptly comply, and shall promptly cause
compliangg by all agents, tenants of other persons or entities of every nature whatsoever who rent, lease or
Othérwise use of accupy the Property in any manner, with all laws, ordinances, and regulations, now or hereafter
in gttect; of dll governmental authorities applicable to the use or occupancy aof the Property. Grantor may contest
in good faith any ‘such law, ordinence, of regulation and withhold compliance during any proceeding, including
appropriate.appeals,-sa long as Grantor has notified 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 adaquate
security or a surety bond,.reasonably satisfactory 1o Lender, 1o protect Lender's interest.

Duty to Protect. ____GFa_n'Edr--,__égraas neither to abandon or leave unattended the Property. Grantor shall do all other
acts, in additiqn. to those acts set forth above in this section, which from the character and use of the Property are
reasonably nedessary.to, protéct 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 ofTrust or (B} increase the interest rate provided for in the Credit Agreement or other
document evidencing the Indébtedness.and impose such other conditions as Lender deems appropriata, 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 orf transfei” mieans thé cenveyance of Real 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, leasehold interest with a term greater than three (3) years, lease-option
contract, or by sale, assignment; or transfer of any beneficial interest in or to any land trust hoiding title to the Real
Property, or by any other methad & Gpnvey.ahc_é of an interest in the Real Property. However, this option shall nat be
exercised by Lender if such exercise.is profibited by federal law or by Washington law.

TAXES AND LIENS. The fallowing gré.\._r_' fons relating to the taxes and liens on the Property are part of this Deed of
Trust: e

Payment. Grantor shall pay when dije {and in all‘events prior to delinquency} all taxes, special taxes, assessmants,
charges (including water and sewer)','ﬁne"'s__ ahd:simpositions levied against or on account of the Property, and shall
pay when due all claims for work done on or for services rendered or material furnished to the Property. Grantor
shall maintain the Property free of all liens having priority over or equal to the interest of Lender under this Deed of
Trust, except for the lien of taxes and-assessmiants not due, except for the Existing Indebtedness referred to
below, and except as otherwise provided in this Deed of Trust.

Right to Contest. Grantor may withhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the cbiigation to pay, s¢ long as'Lénder's interest in the Property is not jeopardized. If a lien arises or
is filed as a result of nonpayment, Grantar shaliwithin fifteen (15) days after the lien arises or, if a lien is filed,
within fifteen {15} days after Grantor has notice .of the filing,. secure the discharge of the lien, ar if requested by
Lender, deposit with Lender cash or a sufficient corporate surety, bond or other security satisfactory to Lender in an
amount sufficient ta discharge the lien plus any costs and-attarnieys’ fees, or other charges that could accrue as a
result of a foreclosure or sale under the lien. In any“contest, Grantor shaill 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 contast p;oceedipg"&s:g

Evidence of Payment. Grantor shall upon demand furnish to Lender_satisfactory evidence of payment of the taxes
or assessments and shall authorize the appropriate governmental 6fficial-fo deliver to Lender at any time a written
statement of the taxes and assessments against the Property. 7 < L

Notice of Construction. Grantor shall notify Lender at least fifteen {15) days betore any work is commenced, any
services are furnished, or any materials are supplied to the Propefty, if any rhechanic’s lien, materialmen's lien, or
other lien could be asserted on account of the work, services, or matefials. Grantor will upon requast of Lender
furnish to Lender advance assurances satisfactory to Lender that Grantosr can and will pay the cost of such
improvements. T

PROPERTY DAMAGE INSURANCE. The following provisions relating o insuring the Propeity are a part of this Deed of
Trust, s T

Maintenance of Insurance. Grantor shall procure and maintain policies ‘of “fire, insurante with standard extended
coverage endorsernents on a reptacement basis for the full insurable value-govering.all Improvements on the Real
Property in an amount sufficient to avoid application of any coinsurance clause, dhd-with a standard mortgagee
clause in favor of Lender, together with such other hazard and lability insurance as Lender may. reasonably require.
Policies shall be written in form, amounts, coverages and basis reasonably accgpiable to £ender and issued by a
company or companies reasonably acceptable to Lender. Grantor, upon request af Lender, will.deliver to Lenders
from time to time the policies or certificates of insurance in form satisfactory 1o Leridet, ircluding stipulations that
coverages will not be cancelled or diminished without at least thirty {30} days prior ‘written nétice to Lender. Each
insurance policy also shall include an endorsement providing that coverage in favor of Lenderwilt not be impaired
in any way by any act, omission or default of Grantar or any other person. Should the Real Property.-be located in
an area designated by the Director of the Federal Emergency Management Agency as a-special flood hazard area,
Grantor agrees to abtain and maintain Federal Flood Insurance, if available, within 45 days after _nglt"st:e_..is given by
Lender that the Property is located in a special flood hazard area, for the maximum amourit, of Grantoi's gredit line
and the full unpaid principal batance of any prior liens on the property securing the loan, up ta the maximum- policy
limits set under the National Flood Insurance Program, or as otherwise requited by Lender, and to maintain such
insurance for the term of the loan, S R

Application of Proceeds, Grantor shall promptly notify Lender of any loss or damage to the Property. Lender friay
make proof of tuss if Granitor fails to do so within fiftaen [10) days of the casualty. Whether:or: not“Lender s
security is impaired, Lender may, at Lender's election, receive and retain the proceeds of any insurance and apply
the proceeds to the reduction of the Indebtedness, payment of any lien affecting the Property, or the‘restoration &
and repair of the Property. \f Lender elects to apply the proceeds to restoration and repair, Grantor shall_repair o’ |
replace the damaged or destroyed Improvements in a manner satisfactory to Lender. Lender shall;” upon =
satisfactory proef of such expenditure, pay or reimburse Grantor from the proceeds for the reasanable’ cost of-"
repair or restoration if Grantor is not in defauit under this Deed of Trust. Any proceeds which have not bagh .~

disbursed within 180 days after their receipt and which Lender has nat committed to the tepair or restoratjon of”
the Property shall be used first to pay any ameunt owing to Lender under this Deed of Trust, then to pay accrued
interest, and the rernainder, if any, shall be appiied to the principal balance of the Indebtedness. If Lender holds
any proceeds after payment in full of the Indebtedness, such proceeds shall be paid withaut interast to Grantor as .~

LRERBHE

00808070
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S : DEED OF TRUST
" Loan No: 5714820-1 {Continued) Page §

'Subsequent Taxes. If any tax to which this section applies is enacted subsequent 10 the date of this Deed of

~Trust, this event shall have the same effect as an Event of Defaull, and Lender may exercise any or all of its

available.ramedies for an Event of Default as provided below unless Grantor either (1) pays the tax befare it

. becomes delinquent, or {2) contests the tax as provided above in the Taxes and Liens section and deposits with
Lender cash er a sufficient corporate surety bond or other security satisfactory to Lender.

ECUFHTY AGREEMENT FINANCING STATEMENTS. The following grovisions relating to this Dead of Trust as a
secunty agreement are a part of this Deed of Trust:

Securlty Agreement This instrument shall constitute a Security Agreement to the extent any of the Property
cofstitutés fixturas,-and Lender shall have all of the rights of a secured party under the Uniform Commercial Code
as amended fmm time 1o time.

Secur:ty [uterest Upon fequest by Lender, Grantor shall take whatever action is requested by Lender to perfect
and continue Lender's sécurity 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 sutherization from Grantor, file executed
countarparts, COplES or reproductlons of this Deed of Trust as a financing statement. Grantor shall reimburse
Lendear far all expenses incutred in perfecting or continuing this security interest. Upon default, Grantor shall nat
remove, severl or’détagh theé Personal Property fram the Property. Upon default, Grantar shall assemble any
Personal Propetty not-alixed: ‘te the Property in a manner and at a place reasonably convenient to Grantor and
Lender and make it availablé to Lender within three {3} days after receipt of written demand trom Lender to the
extent permitted by appl;cah!e law,

Addresses. The mallmg addresses of Grantor (debior) and Lender (secured partyl from which information
cancerning the security inmterest’ granted by this Deed of Trust may be obtained (each as required by the Uniform
Commercial Code) are as stated on the first page of this Deed of Trust.

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

Further Assurances. At any tlme, and from time to time, upan request of Lender, Grantor will make, execute and
deliver, or will cause to be made, exec:uted ar detivered, to Lender or 10 Lender's designee, and when requested by
Lender, cause to be filed, recorded ‘efiled, or teracorded, as the case may be, at such times and in such offices
and places as Lender may deem® appropﬂate Aany: .and all such mortgages, deeds of trust, security deeds, security
agreements, financing statements,” ‘Continudtion” statements, instruments of further assurance, certificates, and
other documents as may, in the sole-opinign-of-Lender, be necessary or desirable in order to effectuate, complete,
perfect, continue, or preserve (1) Grahtoi’s; obhgatrons under the Credit Agreement, this Deed of Trust, and the
Related Documents, and (2)  the liens: and sgourity interests created by this Deed of Trust on the Propeny,
whether now owned or hereafter acquired by Grantor Unless prahibited by law or Lender agrees to the canirary in
writing, Grantor shall reimburse Lender for al! costs and expenses incurred in connection with the matters referred
to in this paragraph.

Attorney-in-Fact. If Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do so
far and in the name of Grantor and at Grantor's expense For such purposes, Grantor hereby irrevocably appoints
Lender as Grantor's atterney-in-fact for the purggse of making,&xecuting, delivering, filing, recording, and deing all
other things as may be necessary ot desirable, in Lender 3. so|e opmnon, to accomplish the matters referred to in
the preceding paragtaph. £ :

FULL PERFORMANCE. If Grantor pays all the Indebtedness when due, terrnmatas the credit ling account, and otherwise
performs all the obligations imposed upen Grantor under this Bleed of Tryst, Lender shall execute and deliver to Trustee
a roguest for full reconveyance and shall execute and delwer 1o.. Grantor suitable statements of termination of any
financing statement on file evidencing Lender's sacurity mterest 4n the Remts and the Personal Property. Any
reconveyance fee shall be paid by Grantor, if permitted by applicable Tawe. The grantee in any reconveyance may be
descrihed as the "person or persons legally entitled thereto®, and the recitals.in. the reconveyance of any matters or
facts shall be conctusive proof of the truthfulness of any such matters or fagts. |

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 time in‘gonnectiony with the Credit Agreement. This can
include, for example, a false statement abaut Grantor's income, asséets, h_ablht_les ar any other aspects of Grantor's
financial condition. {B} Grantor does not meet the repayment terms of the Credit. Agreement. (C) Grantar's action of
inaction adversely affects the collateral or Lender's rights in the collateral. “This can include, for example, failure to
maintain required insurance, waste or destructive use of the dwelling, failure 1o; pay 1axes, death of all persans liable on
the account, transfer of title or sale of the dwelling, creation of a seniar lien on the dwelling without Lender’s
permissicn, farsclosure by the holder of another fien, or the use of funds or the dweng for pmhlblted pUrposes.

RIGHTS AND REMEDIES ON DEFAULT. |f an Event of Default occurs under this Deed of Trust at any time thereaftar,
Trustee or Lendar may exercise any one or more of the following rights and remedies: :

Election of Remedies. All of Lender's rights and remedies will be cumulative and may: be axercised alone or
together. An glection by Lender to choose any one remedy will not bar Lendet: from using. any .other remedy. If
Lender decides to spend money or to perform any of Grantar's obligations under this‘Déed-af Trust, after Grantor's
failure to do so, that decisian by Lender will not affect Lender's right to declare Grantor'in default ‘and to exercise
Lendar's remedies. S

Accelerate Indebtedness. Lender shall have the right at its aplion to declare the entire Indebtedness (mmedlate(y
due and payable. S L

Foreclosure. With respect to all or any part of the Real Property, the Trustea shall have' the nght to exermse its
power of sale and to foreclose by notice and salg, and Lender shall have the right to foranlose by Judlmal
foreclosure, in either case in accordance with and to the full extent provided by applicable law., S

UCC Remedies. With respect to all or any part of the Personal Property, Lender shall have aﬂ the rrghts and
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
Property and collect the Rants, including amounts past due and unpaid, and apply the net proceeds, over“and j'
above Lender's costs, against the indebtedness, In furtherance of this right, Lender may require dny tenant’or’
other user of the Property to make payments of rent or use fees directly to Lender. If the Rents are coiiected by

Lender, then Grantor irrevocably designates Lender as Grantor's attorney-in-fact to endorse instruments recéived '”;"“

payment thereof in the name of Grantor and to negotiate the sarme and collect the proceeds. Payments by tenants’
or othar users to Lender in response to Lender's demand shall satisfy the obligations far which the payments &re.”
made, whether or not any proper grounds for the demand existed. Lender may exercise its rights under thié
subparagraph either in person, by agent, or through a receiver.

Appoint Recelver. Lender shall have the right to have a receiver appointed to take possession of alt or any part of

WY
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ey DEED OF TRUST
" Loan No: 5714820-1 {Continued) Page 7

; af L.e_nder .

Gavernlng Law. This Deed of Trust will he governed hy federal {aw applicable to Lender and, to the extent not
~preempted by federal law, the laws of the State of Washington without regard to its conflicts of law provisions.
This Deed of Trust has been accepted by Lender in the State of Washington.

“Chivice of i::cle_nue. if there is a lawsuit, Grantor agrees upon Lender’s request to submit to the jurisdiction of the
iepurts of SKAGIT County, State of Washingtan.

Joint and':' Several Liability. All obligations of Grantar under this Deed of Trust shall be joint and several, and all
references tg+Grantor shall mean each and every Grantor. This means thal each Grantor signing below is
responsrbie for aif obhgatlons in this Dead of Trust.

No Waiver by Uendsr. - Grantor understands Lender will not give up any of Lender's rights under this Deed of Trust
uniess “Lender ‘dées 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 Grantor will_not hiave to comply with the other provisions of this Deed of Trust. Grantor also understands
that if Lender doés conséni-to a request, that does not mean that Grantor will not have to get Lender's consent
again if the srtuatron happens again. Grantor further understands that just because Lender consents to one or
more of Grantor's requests, that does not mean Lender will be required 1o consent 1o any of Grantor's future
requests. Grantor waives preseptment, demand for payment, protest, and notice of dishonor.

Severability. [f a court frnds'that any provision of this Deed of Trust is not valid or should not be enforced, that
fact by itself will not miean that therest of this Deed of Trust will not be valid or enforced. Therefore, a court will
enforce the rest of the pfewsﬁons ‘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 lirnitations stated in this Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shall be binding ugon.-and inure to the benefit of the parties, their successors and assigns. If
ownership of the Praperty ‘becormes vesfed.in a person other than Grantor, Lender, without notice to Grantor, may
deal with Grantor's successdrs-with réference 1o this Deed of Trust and the Indebtedness by way of farbearance or
extension withaut releasing Grantor frem the obllgatlons of this Deed of Trust or liability under the Indebtedness.

Time is of the Essence. Time is* 01 the essence in the performance of this Deed of Trust.

Waive Jury. Ali parties to this Deed ‘ot Trust hereby waive the right to
counterclaim brought by any party agamst any gther party. (Initial Here

Waiver of Homestead Exemption. Grantqr herebyk_.releases and waives all rights and benefits of the homestead
exemption laws of the State of Washingten 4s to all Jndebtedness secured by this Deed of Trust.

any action, proceeding, or

DEFINITIONS. The following words shall have the following meanings when used in this Deed of Trust:
Beneficiary. The word "Beneficiary" means'r‘PEQPLES BANK, and its successors and assigns.

Borrower. The word "Borrower” means —HA‘;"-;_A NOWOTNY and KATHERINE E NOWOTNY and includes all
co-signers and co-makers signing the Credit Agreement and all their successors and assigns.

Credit Agreement. The waords "Credit Agreement” mean’ the credit agreement dated August 8, 2008, with
credit limit of $50,000.00 from Grantor to Leénder, ‘together with all renewals of, extensions of,
modifications aof, refinancings of, consolidations of, -and- ‘substitutions for the promissory note ar agreement.
NOQTICE TO GRANTOR: THE CREDIT AGREEMENT CGNTAINS A VARiABLE INTEREST RATE.

Daed of Trust, The wards "Deed of Trust" mean thrs Deed. of Trust among Grantor, Lender, and Trusiee, and
includes without limitation all assignment and security rnterest prowsuons relating to the Perscenal Property and
Rents. s

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

Existing Indebtedness. The words "Existing indebtedness” mean the mdebtedness described in the Existing Liens
provision of this Deed of Trust. : R

Grantor. The word "Grantor" means RAY A NOWOTNY and KATHEHINE E NOWOTNY

improvements, The word "Improvements” means all existing and future mprovements, buildings, structures,
mobile homes atfixed on the Real Property, facilities, additions, replacements and other construction on the Real
Property. .

Indebtedness. The word "Indebtedness" means all principal, interest, a’nd other a'meuntS, costs and expenses
payable under the Credit Agreement or Related Documents, together with alf renewals of, extensions of,
modifications of, consolidations of and substitutions for the Credit Agreement or Related- “Documents and any
amounts expended or advanced by Lender to discharge Grantoer's obligations or expenses mcurred by Trustee or
Lender to enforce Grantor's obligations under this Deed of Trust, together with interest'on such amaunts as
provided in this Deed of Trust. Specifically, without limitation, Indebtedness incitides .all amounts that may be
indirectly secured by the Cross-Collateralization provision of this Deed of Trust. :

Lender. The word "Lender” means PEOPLES BANK, its successors and assigns. The words su___ccessors or
assigns" mean any person or company that acquires any interest in the Credit Agreement "

Personal Property. The words "Personal Property” mean all equipment, fixtures, and other artrcies of personal
property now or hereafter owned by Grantor, and now of hereafter attached or affixed 6 tre HReal Property;
together with all accessions, parts, and additions to, all replacements of, and all substitutionis for, any of,_such
property; and together with all issues and profits thereon and proceeds {including without !lmrtatron ail msurance
proceeds and refunds of premiums) from any sale or other disposition of the Property. : 3

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

fieal Property. The words "Real Property” mean the raal property, interests and rights, as furthef descnbed in 1h:s
Deed of Trust.

Related Documents. The words "Related Documents” mean all promissory notes, credit agreements ; y
agreements, guaranties, security agregments, mortgages, deeds of trust, security deeds, collateral mortgages and
all other instruments, agreements and documents, whether now or hereafter existing, executad in cannedtion Wvith
the Indebtedness; provided, that the envirenmental indemnity agreements are not "Related Documents” and are__... )
not secured by this Deed of Trust. ; A

Rents. The word "Rents” means all present and future rents, revenues, income, issues, royalties, proﬁts;“and

other benefits derived from the Property.
AT
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