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DEED OF TRUST

DATE: November 1, 2006

Reference # (if appllcable) |C40376 Additional on page
Grantor(s):
1. Carlson, Thomas G

Granteels)
1. Whidbey Island Bank
2. CHICAGO TITLE CGMPANY Mt Vernon Trustee

Legal Description: Lt 1, BURL SP#?iOQ
B Additional on page 2

Assessor's Tax Parcel ID#: 3867-00Q.ib5:9i_9-264

THIS DEED OF TRUST is dated November 1 2006, among Thomas G. Carlson, as his separate
estate ("Grantor"); Whidbey Island Bank, whose mailing address is SBA/Alternative Lending,
1266 Bouslog Road, Burlington, WA 98233 (referred . to below sometimes as “Lender" and
sometimes as "Beneficiary”); and CHICAGO: TITLE COMPANY Mt. Vernon, whose mailing
address is 425 COMMERCIAL STREET, MOUNT VERNON WA 98273 (referred to below as
"Trustee™}.
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DEED OF TRUST
{Continued) Page 3

) _:.tb'r__e_}gﬁing, Grantor will not remave, or grant to any other party the right to remove, any timber, minerals {including
“ qil'and gas), coal, clay, sceria, soil, gravel or rock products without Lender's prior written consent.

’ Reﬁq:yal“b‘[ Improvements. Grantor shall not demolish or remave any Improvements from the Real Property

without Lander's prior written consent. As a condition to the removal of any Improvements, Lender may require
sGrantor to make arrangements satisfactory to Lender to replace such Improvements with Improvements of at least
~equal value, *

L_e'n_dgr"_s'hi_ght to Enter. Lender and Lender's agents and representatives may enter upon the Real Property at all
reasonable times ‘to attend to Lender's interests and to inspect the Real Property for purposes of Grantor's
compliance with the: terms and conditions of this Deed of Trust.

Compliance with Governmental Requirements. Grantor shall promptly comply, and shall promptly cause
compliance by &l agents, tenants or other persons or entities of every nature whatscever who rent, lease or
otherwise use oF occupy':the Property 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 Property, including without
limitation, the Arnericans.With Disabilities Act. Grantor may contest in good faith any such law, ordinance, or
regulation and..Wi'thhoh;I compliance during any proceeding, including appropriate appeals, so 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 Grantar to post adeguate security or a surety bond, reasonably
satisfactory to Lender, to.protect Lender's interest.

Duty to Protect. Grantor ég_;ee‘s""heij_:her to abandon or leave unattended the Property. Grantor shall do all other
acts, in addition to thosé agts set farth above in this section, which from the character and use of the Property are
reasonably necessary to protect and preserve the Property.

DUE ON SALE - CONSENT BY LENDER. JLender may, at Lender’s option, (A} declare immediately due and payable all
sums secured by this Deed of Trust or d{B] .:increase the interest rate provided for in the Note or other document
evidencing the Indebtedness and impose sugti gther 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
"sate or transfer” means the conveyance of Real Property or any right, title or interest in the Real Property; whether
legal, beneficial or equitable; whether‘volintary or involuntary; whether by outright sale, deed, instaliment sale contract,
land contract, contract for deed, leasehold interést with a term greater than three (3} years, lease-option contract, or by
sale, assignment, or transfer of any beneficial intérest in or to any land trust holding title to the Real Property, or by any
other method of conveyance of an interest’in ‘the Real Property. If any Grantor is a corporation, partnership or limited
liabitity company, transfer also includes any r’;héhgé in ownership of more than twenty-five percent {25%!} of the voting
stock, partnership interests or limited liability company interests, as the case may be, of such Grantgr. However, this
option shail not be exercised by Lender if such exercisé is-prohibited by federal law or by Washington law.

TAXES AND LIENS. The following provisions refating to the taxes and liens on the Property are part of this Deed of
Trust: o

Payment. Grantor shall pay when due (and in.all. events prior to delinquency) all taxes, special taxes, assessments,
charges (inciuding water and sewer}, fines and, impositions levied against or on account of the Property, and shall
pay when due all claims for work done on or far‘services repdered or material furnished to the Property. Grantor
shall mainiain the Property free of all liens having priority over ot equal to the interest of Lender under this Deed of
Trust, except for the lien of taxes and assessments not due, ‘exgept 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, ar claim in cennection with a good faith
dispute over the obligation to pay, sc 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 within 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, or if requested by
Lender, deposit with Lender cash or a sufficient corporate surety hend or other security satisfactory to Lender in an
amount sufficient to discharge the lien plus any costs and attorngys' fees, 'of other charges that could accrue as a
result 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 name Lender as an additional
obligee under any surety bond furnished in the contest proceedings, L

Evidence of Payment. Grantor shall upon demand furnish to Lender sati;fac;t-bry "é\gjdgnce of payment of the taxes
or assessments and shall authorize the appropriate governmental official to”deliver to:Lender at any time a written
statement of the taxes and assessmerts against the Property. o R

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_mechanig®s lign, materialmen's lien, or
other lien could be asserted on account of the work, services, or materials.” "Grantor.will upon request of Lender
furnish to Lender advance assurances satisfactory to Lender that Grantor can and will pay the cost of such
improvements. oo S

PROPERTY DAMAGE INSURANCE. The following provisions relating to insuring the Property are a p
Trust, L L

i1t of this Deed of

Maintenance of Insurance. Grantor shall procure and maintain policies of fire insurance-with standard extended
coverage endorsements on a replacement basis for the full insurable value covering allimproveinents.-on the Real
Property in an amount sufficient to avoid application of any coinsurance clause, and with a standard ‘mortgagee
clause in favor of Lender. Grantor shall also procure and maintain comprehensive general liability insurance in such
coverage amounts as Lender may request with Trustee and Lender being named as additional .insufeds;-in such
lability insurance policies. Additionally, Grantor shall maintain such other insurance, including but not-Timited to
hazard, business interruption, and boiler insurance, as Lender may reasonably require. Policies .shall be written in
form, amounts, coverages and basis reasonably acceptable to Lender and issued by a coripany’ or c';_orrip_a"qies
reasonably acceptable to Lender. Grantor, upon request of Lender, will deliver to Lender from-timé ‘totime, the
policies or certificates of insurance in form satisfactory to Lender, including stipulations that coverages Wwill. not be
cancelled or diminished without at least ten {10} days prior written notice to Lender. Each insurance policy also”.
shall include an endorsement providing that caverage in favor of Lender will not be impaired in any way. by any-act, -
omission or default of Grantor or any other person. The Real Property is or will be located in an area dgsignate by
the Director of the Federal Emergency Management Agency as a special flood hazard area. Grantor agrees. to

abtain and maintain Federal Fiood Insurance, if available, for the full unpaid principal balance of the loén .and any

prior liens on the property securing the loan, up 1o the maximum policy firmits set under the National Flood™ -
Insurance Pragram, or as otherwise required by Lender, and to maintain such insurance for the term of the loan." =~

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the Property "-if_ the
estimated cost of repair or replacement exceeds $1,000.00. Lender may make proof of loss if Grantor fails to do )
s0 within fifteen [15) days of the casualty. Whether or not Lender's security is impaired, Lender may, at Lender's

IR
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DEED OF TRUST : :
{Continued) Page 5

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES. The fallowing provisions 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
thig Deed of:Trust and take whatever ather action is requested by Lender to perfect and continue Lender's lien on
the Real Property. Grantor shall reimburse Lender for all taxes, as described below, together with ali expenses
iiricurred i recording, perfecting or cantinuing this Deed of Trust, including without limitation all taxes, fees,
:documentary stamps, and other charges for recording or registering this Deed of Trust.

Taxes The followmg shall constitute taxes to which this section applies: (1) a specific tax upon this type of
Deed af Trust or'upon all or any part of the Indebtedness secured by this Deed of Trust; (2) a specific tax on
Borrower: which Borrower is authorized or required to deduct from payments on the Indebiedness secured by this
type of ‘Dedd of Trust:' {3} a tax on this type of Deed of Trust chargeable against the Lender or the holder of the
Note; and {4} & specmc tax on all or any portion of the Indebtedness or on payments of principal and interest
made by Borrower.

Subsequent Taxes. lf any‘tax to which this section applies is enacted subsequent to the date of this Deed of
Trust, this event shall_have the same effect as an Event of Default, and Lender may exercise any or all of its
available remedies for an Event af Default as provided below unless Grantor gither {1} pays the tax before it
becomes delmquent oF" (2} ‘Contests the tax as provided above in the Taxes and Liens section and deposits with
Lender cash or a sufficient corporate surety bond or other security satisfactory to Lender.

SECURITY AGREEMENT; FINANCING "STATEMENTS. The following provisions relating to this Deed of Trust as a
security agreement are a part ‘of this Deed" of Trust:

Security Agreement. Thls mstrumem 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 Unifarm Commercial Code
as amended from time to t:me 4 .

Security Interest. Upon request by Lender Grantor shall take whatever action is requested by Lender to perfect
and continue Lender’s security intarést-in the Rents and Personal Property. In addition to recording this Deed of
Trust in the reat property records, Lender may, at any time and without further authotization from Grantor, file
executed counterparts, copies or reproductrons of this Deed of Trust as a financing statement. Grantor shall
reimburse Lender for all expenses |ncurred in-perfecting or continuing this security interest. Upon default, Grantor
shall not remove, sever or detach the.Personal. Property fram the Property. Upon default, Granter shall agsemble
any Perscnal Property not affixed to “the., Property in a manner and at a place reasonably convenient to Grantor and
Lender and make it available to Lender wsthm three l3l days after receipt of written demand from Lender to the
extent permitted by applicable law. ; :

Addresses. The mailing addresses of" =Granfi:)r.:- {debtor) and Lender {secured party) from whigh information
concerning the security interest granted by-this'Deed ot 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. - :'“lfhe following provisions relating to further assurances and
attorney-in-fact are a part of this Deed of Trust: : £

Further Assurances. At any time, and from tlrne to time, upon request of Lender, Grantor will make, execute and
-deliver, or will cause to be made, executed or delivered, 10 Lender gt to Lender's designee, and when requested by
Lender, cause to be filed, recorded, refiled, or rerecorded;’ ‘as the cdse may be, at such times and in such offices
and places as Lender may deem appropriate, any and' all. such mortgages, deeds of trust, security deeds, security
agreements, financing statements, continuation statements, _instriments of further assurance, certificates, and
other documents as may, in the sole opinion of Lender, be necessary -or-desirable in order to effectuate, complete,
perfect, continue, or preserve {1} Borrgwer's and Grantar's obligations tnder the Note, this Deed of Trust, and
the Related Documents, and {2} the liens and security interests created by this Deed of Trust on the Property,
whether now owned or hereafter acquired by Grantor. Untess prohibited by law or Lander agrees to the contrary in
writing, Grantor shail reimburse Lender for all costs and expenses |ncurred |n cannection with the matters referred
to in this paragraph. .

Attorney -in-Fact. If Grantor fails to do any of the things referred to in the precedlng paragraph, Lender may do 50
for and in the name of Grantor and at Grantor's expense. For such” purposes,.-Grantor hereby irrevocably appoints
Lender as Grantor's attarney-in-fact for the purpose of making, executlng, deiivering, filing, recording, and doing all
other things as may be necessary or desirable, in Lender's sole oplnlon, to accompllsh the matters referred to in
the preceding paragraph. .

FULL PERFORMANCE. If Borrower and Grantor pay all the Indebtedness whe'n due,"and Gra‘ntor otherwise performs all
the obligations imposed upon Grantor under this Deed of Trust, Lender shall execute-and, .deliver to Trustee a request for
full reconveyance and shall execute and deliver to Grantor suitable statements of terminatioh of any financing statement
on file evidencing Lender's security interest in the Rents and the Personal Property. Any reconveyahce fee shall be paid
by Gramtor, if permitted by applicable law. The grantee in any regonveyance may be descfibed as the "person or
persons legally entitled thereto”, and the recitals in the reconveyance of any matters: or Jacts shall be conclusive proof
ot the truthfulnass of any such matters or facts. 3

EVENTS OF DEFAULT. Each of the toltowing, at Lender's option, shall constitute an Event of Default under this Deed
of Trust:

Payment Default. Borrower fails to make any payment when due under the Indebtedness

Other Defaults, Borrower or Grantor fails to comply with ar to perform any other term;. obllgatmn, ‘cavenant or
condition contained in this Deed of Trust or in any of the Related Documents or to comply with or-to perform any
term, obligation, covenant or condition contained in any other agreement between Lender and: Borfower or Gramor

Compliance Default. Failure to comply with any other term, obligation, covenant or condmon oont;amed m thlS
Deed of Trust, the Note or in any of the Related Documents. B :

Default 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 nacessary to prevent filing of or to effect discharge of any’ hen b

False Statements. Any warranty, representation or statement made or furnished to Lender by Borrower of Gr_antior_f'
or on Borrower's or Grantor's behalf under this Deed of Trust or the Related Documents is false or migleading in -
any material respect, either now of at the time made or furnished or becomes faise or misleading at any tlrne,"
thereafter. :

Defective Coliateralization. This Deed of Trust or any of the Related Documents ceases to be in full force a_r:_ad“'
effect fincluding failure of any collateral document to create a valid and perfected security interest or lien) at-any

MMM
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DEED OF TRUST
{Continued) Page 7

1o bid at any public sale on all or any portion of the Property.

Attorneys’ Fees; Expenses. |f Lender Institutes any suit or action to enforce any of the terms of this Deed of
" Trust, Lender shall be entitled to recaver such sum as the court may adjudge reasonable as attorneys’ fees at trial
and-upan “any appeal. Whether or pot any court action is involved, and to the extent not prohibited by law, all
sreasonable :expenses Lender incurs that in Lender’'s opinion are necessary at any time for the protection of its
iirfterest or the enforgement of its rights shall become a part of the Indebtedness payable on demand and shall bear
interest at the Note rate from the date of the expenditure until repaid. Expenses covered by this paragraph includs,
without'limitatioh, . however subject to any limits under applicable law, Lender’s attorneys' fees and Lender's legal
expenses, whether-or not there is a lawsuit, including attorneys' fees and expenses for bankruptcy proceedings
(including efforts to modify or vacate any automatic stay or injunction), appeals, and any anticipated post-judgment
collectigh servites, the cost of searching records, obtaining title reports (including foreclosure reports), surveyors’
reports;_and appraisal fees, title insurance, and fees for the Trustee, to the extent permitted by applicable law.
Grantor also will:pay any‘court costs, in addition to all other sums provided by law.

Rights of Trustee, i'l"ryétie,(__a:s‘hall have all of the rights and duties of Lender as set forth in this section.

POWERS AND OBLIGATIONS OE ‘TRUSTEE. The following provisions relating to the powers and obligations of Trustee
{pursuant to Lendet.s instruciions) are part of this Deed of Trust:

Powers of Trustee. In addifion-to all powers of Trustee arising as a matter of law, Trustee shall have the power to
take the following actions with respect to the Property upon the written request of Lender and Grantor: [a) join in
preparing and filing asiap or.plat ef the Real Property, including the dedicatian of streets or ather rights to the
public; (b} join in grapting”any-easément or creating any restriction on the Real Property; and (g} join in any
subordination ar other agréement affecting this Deed of Trust or the interest of Lender under this Deed of Trust.

Chbligations to Notify. Trjus_}iee shall._i*ngt be obligated to notify any other party of a pending sale under any other
trust deed or lien, or of any action or proceeding in which Grantor, Lender, or Trusiee shall be a party, unless
required by applicable law, prunlgss the-action or proceeding is braught by Trustes.

Trustee. Trustee shall meet all"qualifications required for Trustee under applicable law. In addition to the rights
and remedies set forth above, with réspact to_all or any part of the Property, the Trustee shall have the right 1o
toreclose by notice and sale, and Lander shall have the right to fareciose by judicial foreclosure, in gither case in
accordance with and to the full extent provided by applicable law.

Successor Trustee. Lender, at Lender's aption,; may from time to time appoint a successor Trustee to any Trustee
appointed under this Deed of Trust by an instrument:executed and acknowledged by Lender and recorded in the
office of the recorder of Skagit County, State of Washington. The instrument shail contain, in addition to all other
matters required by state law, the names of the original Lender, Trustee, and Grantor, the book and page or the
Auditor's File Number where this Deed ¢f'Truét is‘recorded, and the name and address of the successor trustee,
and the instrument shall be executed and acknéwledged by Lender or its successors in interest. The successor
trustee, without conveyance of the Property, shall succeed to all the title, power, and duties conferred upon the
Trustee in this Deed of Trust and by applicable Taw. This procedure for substitution of Trustee shall govern to the
exclusion of alt other provisions for substitution, ™ ..

NOTICES. Subject 1o applicable law, and except for natice required or allowed by law to be given in another manner,
any notice required to be given under this Deed of Trust, including: without fimitation any notice of default and any
notice of sale shall be given in writing, and shall be effective’ when actually delivered, when actually received by
telefacsimile {unless otherwise required by law), when depogited with a nationally recognized overnight courier, or, if
mailed, when deposited in the United Siates mail, as first clasy, certified or registered mail postage prepaid, directed to
the addresses shown near the beginning of this Deed of Trust.-All copies of natices of fareclosure from the holder of
any lien which has priority over this Deed of Trust shall be sent to-Lepdar's address, as shawn near the beginning of
this Deed of Trust. Any party may change its address for notices undef tfis Deed of Trust by giving formal written
notice to the other parties, specifying that the purpose of the notice is to change the party's address. Far notice
purposes, Grantor agrees to keep Lender informed at all times of Grantor's current address. Subiect to applicable law,
and except for notice required or allowed by law to be given in another manner, if there is more than one Grantor, any
notice given by Lender to any Grantor is deemed to be notice given t& all. Grantors.

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

Amendments. This Deed of Trust, together with any Related Documents; gohstitutes:the entire understanding and
agreement of the parties as to the matters set forth in this Deed of Trust; No aiteration of or amendrment to this
Deed of Trust shall be effective unlass given in writing and signed by the party of parties sought to be charged or
bound by the alteration or amendment. o .

Annual Reports. [f the Property is used for purposes other than Grantors. rasidence; Grantor shall furnish to
Lender, upon request, a certified staternent of net operating income received from the Property during Grantor's
previous fiscal year in such form and detail as Lender shall require. "Net operating incorme™:shall mean all cash
receipts from the Property less all cash expenditures made in connection with thi operatior’of.the Property.

Caption Headings. Caption headings in this Deed of Trust are for cnnveniencén_;_f rpﬂées-":on_l}‘""é'nd are not to be
used 10 interpret or define the provisions of this Deed of Trust. S @ :

Merger. There shall be no merger of the interest or estate created by this Deed of Trust.*&%iﬁhﬁ-ény other interest or
estate in the Property at any time held by or for the benefit of Lender in any capacity, withioyt the written consent
of Lender. N -

Applicable Law. The Loan secured by this fien was made under a United States Small*Business Administration
{SBA} nationwide program which uses tax dollars to assist small business owners. If the United States.is seeking
to enforce this document, then under SBA regulations: {a) When SBA is the holder of the Note, this documient and
all documents evidencing or securing this Loan will be construed in accordance with federal law.* (b} Lender, or
SBA may use local or state procedures for purposas such as filing papers, recording documents, giving noﬁée,
foreclosing liens, and other purposes. By using these procedures, SBA does not waive any federal immunity fiom

local or state control, penalty, tax or fiability. No Borrower or Guaranter may claim or assert ageinst SBA any local ",
or state law to deny any obligation of Borrawer, or defeat any claim of SBA with respect to this Loan." Any clause
in this document requiring arbitration is not enforceable when SBA is the holder of the Note secured by this:

instrurment.

Choice of Venue. !f there is a lawsuit, Grantor agrees upon Lender's request to submit to the jurisdictian of“t_he,u".

courts of Skagit County, State of Washington.

Joint and Several Liahility. All ohligations of Batrower and Grantor under this Deed of Trust shall be joint and

several, and all references to Grantor shall mean each and every Grantor, and all references to Borrower shall mean

each and every Borrower. This means that each Grantor signing below is responsible for all obiigations in this

Deed of Trust,

MMM

Skagit County Auditor
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DEED OF TRUST
(Continued) Page 9

__.Réa!f"l;rnparty. The words "Real Property” mean the real property, interests and rights, as further described in this
* Déed of Trust.

" Rglated..Documents. The words "Related Documents” mean all promissory notes, credit agreements, loan

dgreements, - environmental agreements, guaranties, security agreements, mortgages, deeds of trust, security
‘deeds, collateral mortgages, and all other instruments, agreements and documents, whether now or hereafter
*existing, executed in connection with the Indebtedness.

Re"n_ts'.‘ _..'-The‘ word "Rents" means all present and future rents, revenues, income, issues, royalties, profits, and
other benefits:derived from the Property.

Trustee. _.---The-__w.'é(d'- "Trustee” means CHICAGO TITLE COMPANY-Mt. Vernon, whose mailing address is 425
COMMERCIAL STREE_‘[, MOUNT VERNON, WA 98273 and any substitute or successor trustees.

GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND GRANTOR
AGREES TO ITS TERMS,:

GRANTOR:

X'f-: L
“Thomas G Carlson

~ INDIVIDUAL ACKNOWLEDGMENT

STATE OF DM aslvng o . |

COUNTY OF SV ¢ i

On this day before me, the undersigned Notary Public, personally appeared Thomas
personally known to me or proved to me on the basis o,f-"satisfactory evidence to be T g ;
executed the Deed of Trust, and acknowledged that hie or'she signad the Deed of Trusijpd'h B oluntary
act and deed, for the uses and purposes thergin mehtiaried.

Given under my hand and official seal this _ L~ 1%}~ day of N etol— , 208%

;:\SM,\ %”\;‘M,}\)\_ | | Residing at ‘?5\,,/\,\ f-u-f}‘\”i\-'\

Notary Public in and for the State of\Ng

My commission expires W:\\S] PR

REQUEST FOR FULL RECONVEYANCE

Ta: , Trustee

The undersigned is the legal owner and holder of all indebtedness:-seCuréd by this.Deed of Trust. You are hereby
requested, upon payment of all sums owing to you, to reconvey withoit watranty, 1o the persons entitled thereto, the
right, title and interest now held by you under the Deed of Trust. Lo

Data: k ::E'IBenefici_af:ar\é:
sz
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