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DEED OF TRUST

DATE: January 8, 2002

Reference # (if appllcable) Additional on page
Grantor(s): .

1. LEE, FRED M

2 LEE, CAROLYN J. _

Grantee(s)
1. PEOPLES BANK i
2. Land Title Co. of Skagn County, Trustee

Legal Description: LOT 3, BLK 1, GATES SRQ._-A-DD. Additional on page 2
Assessor’s Tax Parcel ID#: 3701-001-003-0100

THIS DEED OF TRUST is dated January 8, 2002, among FRED LEE, who also appears of
record as FRED M. LEE AND CAROLYN J.'LEE, HUSBAND AND WIFE, whose address is 1201
SOUTH 10TH STREET, MOUNT VERNON, WA 98273 {"Grantor"); PEOPLES BANK, whose
mailing address is MOUNT VERNON OFFICE, 1801 RIVERSIDE DRIVE, MOUNT VERNON, WA
98273 (referred to below sometimes as "Lender™ and sometimes as "Beneficiary"); and Land
Title Co. of Skagit County, whose mailing address ls 111 E.. George Hopper Rd, Burlington,
WA 98233 (referred to below as "Trustee"). " :
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A DEED OF TRUST
" Loan No: 5021927-201 (Continued) Page 3

disputé over the obligation 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 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 bond or other security satisfactory to Lender in an amount sufficient to
dlscharge the'lien plus any costs and attorneys' fees, or 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 agamst tha Property. Grantor shall name Lender as an additional obliges under any surety bond furnishad
in 1he contest progceedings.

Ewdence of Payment Grantor shall upon demand furnish to Lender salisfactory evidence of payment of the taxes or
assessmenis and shall authorize the appropriate governmental official to deliver to Lender at any time & written statement
of the taxes and-assessments against the Property.

Notice of Construction.: Grantor shall nofify Lender at least fifteen (15) days belore any work is commenced, any
services are furnished; or any materials are supplied to the Property, If any mechanic’s lien, malerialmen’s lien, or other
lien could be asserted on‘account of the work, services, or materials and the cost exceeds $1,000.00. Grantor will upon
request of Lender‘furnish t6.Lender advance assurances safisfactory to L.ender that Grantor can and will pay the cost of
such improverrents. - - g

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

Maintenance of Insurance Gramor shall procure and maintain policies of fire insurance with standard extended
coverage endorsements on &' replacemem basis for the full insurable value covering all Improvements 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 Truslee and Lender being named as additional insureds in such liability insurance
policies. Additionally, Grentor shall maintain such other insurance, including but not limited to hazard, business
interruption, and boiler inslrarite;, as Lénder may reasonably require. Policies shall be written in form, amounts,
coverages and basis reasonably aoceplable to Lender and issued by a company or companies reasonably aoceptable to
Lender. Grantor, upon request of Lender, will deliver to Lender from time to time the policies or cerlificates of insurance
in form satisfactory to Lender, inclugifig stipulationg that coverages will not ba cancelled or diminished without at least
thirly (30) days prior writien notice to Lender. .Each insurance policy also shall include an endorsement providing that
coverage in favor of Lender will not be |mpa|red in any way by any acl, omission or default of Grantor or any other
person. The Real Property is or will be located in an area designated by the Director of the Federal Emergency
Management Agency as a special flood hazard drea. Grantor agrees to obtain and maintain Federal Flood Insurance, if
available, for the full unpaid principal balange of the loan.and any prior liens on the property securing the loan, up to the
maximum pollcy limits set under the Nalignal Flood lfsurance Program, or as otherwise required by Lender, and to
maintain such insurance for the term of the Iean 3

Application of Proceeds. Grantor shall prompﬂy nohfy Lendsr 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 it Grantor fails to do so within fifteen
(15) days of the casually. 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 thereduction of the Indebtedness, payment of any lien
affecting the Property, or the restoration and repair of the Property -IfLender elects to apply the proceeds to restoration
and repair, Grantor shall repair or replace the damaged or destroyed Inprovements in @ manner satisfactory to Lender.
Lender shall, upen safisfactory proof of such expenditure; pay or reimburse Grantor from the proceeds for the
reasonable cost of repair or restoration if Grantor is not in default under this Deed of Trust. Any proceeds which have
not been disbursed within 180 days after thair receipt and 'which Lender has not committed to the repair or restoration of
the Property shall be used first to pay any amount owing:to"Lender under this Deed of Trust, then to pay accrued
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 pald wﬂhout interest to Grantor as Grantor’s
interests may appear.

Unexpired Insurance at Sale. Any unexpired insurance shall mure to the benefit of, and pass to, the purchaser of the
Property covered by this Deed of Trust at any trustee’s sale or other’ sale held under ths prowswns of this Deed of Trust,
or at any foreclosure sale of such Property.

Grantor’s Report on Insurance. Upon request of Lender, however not mora than once a year, Grantor shall furnish to
Lender a repaort on each existing policy of insurance showing: (1) the name of the insurer; (2) the risks insured; (3)
the amount of the policy; (4) the property insured, the then current replacement value of sich property, and the manner
of determining that value; and (5) the expiration date of the policy. Grantor shall, upon request of Lender, have an
independent appraiser satisfactory to Lender determine the cash value replacament cost of the Property,

LENDER’S EXPENDITURES. If any action or proceeding is commenced that would mialerially affect Lender’s interest in the
Property or if Grantor fails fo comply with any provision of this Deed of Trust or any Relsted Documents, including but not
lirmited to Grantor's failure to discharge or pay when due any amounts Grantor is required fo discharge or pay under this Deed
of Trust or any Related Documents, Lender on Grantor's behalf may (but shali not be obligated to) take dny getion that Lender
deems appropriate, inctuding but not limited to discharging or paying all taxes, liens, security interests, encumbrances and
other claims, at any time levied or placed on the Property and paying all costs for insuring;- mamlamlng and preserving the
Property. All such expenditures incurred or paid by Lender for such purposes will then bear interest-at the rate charged
under the Note from the date incurred or paid by Lender to the dats of repayment by Grantor. All such expenses.will became
a part of the Indebledness and, at Lender's option, will (A) be payable on demand; (B) be added to' tha'balance of tha
Note and be apportioned among and be payable with any installment payments to become due during either -{1) the term of
any applicable insurance policy; or (2) the remaining term of the Note; or (C) be treated as a balloon payment which- will be
due and payable at the Note’s maturity. The Dead of Trust also will secure payment of these amounts. Such nght shall be in
addition to all other rights and remediss to which Lender may be entilled upon Default,

WARRANTY; DEFENSE OF TITLE. The following provisions relating to ownership of the Property are a part of thls Deed of
Trust:

Tille. Grantor warrants thal: (a) Grantor holds good and marketable tifle of record to the Property In fea s1mp|e. Iree
and clear of all liens and encumbrances other than those set forth in the Real Property description or:in any fitle
insurance policy, tille report, or final title opinion issued in favor of, and accepted by, Lender in connection with this Dsad
of Trust, and (b) Grantor has the full right, power, and authorily to execute and defiver this Deed of Trust to Lender i

Defense of Title. Subject fo the exception in the paragraph above, Grantor warrants and will forever defend th tme to S
the Properly against the lawful claims of all persons. In the event any action or proceeding is commenced that questions’ |
Grantor's titie 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 participate in. tHe
proceeding and to be represented in the proceeding by counsel of Lender's own choice, and Grantor will deliver, or
cause to be dellvered, lo Lender such instruments as Lender may request from time to time to permit such participation.

TRBAMIRAT

Skagit County Auditor
110/2002 Page 3 of 8  11:49AM
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e DEED OF TRUST
.~ Loan No: 5021927-201 (Continued) Page 5

; 'Other ‘Pefaults. Grantor fails to comply with or to perform any other term, obiigation, covenant or condition contained in
¢ ‘~this'Deed of Trust or in any of the Related Documents or to comply with or to perfarm any term, obligation, covenant or
vcon;_:lltlon ‘contained in any other agreement between Lender and Grantor.

~ Complianée Default. Failure to comply with any other term, obligation, covenant or condition contained in this Deed of
Trust, the Nole or in any of the Related Documents. If such a failure is curable and if Grantor has not been given a
inolice of a breach of the same provision of this Deed of Trust within the preceding twelve {12) months, It may be cured
{and no Event of Default will have occurred) if Grantor, after Lender sends written notice demanding cure of such failure:
{a) cures the failure within fifleen (15) days; or (b) if the cure requires more than fifteen (15) days, immediately initiates
stéps sufficient-to.cure the failure and thereafter continues and completes all reasonable and necessary steps sufficient
to produce comphance as soon as reasonably practical.

Default on Olher Paymenls Failure of Grantor within the time required by this Deed of Trust to make any payment for
taxes or '.nsumnce or any-other payment necessary to prevent filing of or 1o effect discharge of any lien.

False Statements. Any warranty, representation or statement made or furnished fo Lender by Grantor or on Grantor's
behalf under this Deed-of Trust or the Relaled Documents is false or misleading in any material respect, either now or at
the time made or furmshed or becomes false or misleading at any time thereafter,

Defeclive Collaterallzallon. This Deed of Trust or any of the Related Documents ceases to be in full force and effect
(including failure of any collaleral document to create a valid and perfected security interest or lien) at any time and for
any reason.

Death or Insolvency,. The death of any Granter, the insolvency of Grantor, the appointment of a receiver for any part of
Grantor's property, any assignment for the benefit of creditors, any type of creditor workout, or the commencemant of
any proceading under any bankruptey or insolvency laws by or against Grantor.

Creditor or Forfellure Proceedings:. Commencement of foreclosure or forfeiture proceedings, whether by judicial
proceeding, self-help, repossession or-any other method, by any creditor of Grantor or by any governmental agency
against any property securing theé:Indebtedness. This includes a garnishment of any of Granlor's accounts, including
deposit accounts, with Lender. “However, this Evant of Default shall not apply if there is a good faith dispute by Grantor
as to the validity or reasonableness.of the claim which is the basis of the creditor or forfeiture proceeding and if Grantor
gives Lender writlen notice of the treditor or forféiture proceeding and depaosits with Lender monies or a surety bond for
the creditor or forfsiture proceeding, in.an amounl AMetermined by Lender, in its sole discretion, as being an adequate
reserve or bond for the dispute.

Breach of Other Agreement. Any breac‘h b‘y ,G'rantorvu,nder the terms of any other agreement between Grantor and
Lender that is not remedied within any gracé period provided therein, including without limitation any agreement
concerning any indebtedness or other obligation of Grantor to Lender, whether existing now or fater.

Evenis Affecting Guarantor. Any of the preceding events occurs with respect to any guarantor, endorser, surety, or
accommodation party of any of the Indebtedriess or any guarantor, endorser, suraty, or accommodation party dies or
becames incompetent, or revokes or disputes the:validity of, or liability under, any Guaranly of the Indebtedness. In the
event of a death, Lender, at its oplion, may, but-shall not be required to, permit the guarantor’s estate to assume
unconditionally the cbligations arising under the guaranly ina manner sahsl’actcry to Lender, and, in doing so, cure any
Event of Default.

Adverse Change. A material adverse change occurs in Grantor’s ﬂnanclal condition, or Lender believes the prospect of
payment or performance of the Indebtedness Is |mpa|rsd d P

Insecurity. Lender in good faith believes itself insecure.

Right to Cure. If such a failure is curable and if Grantor has riol been given.a notice of a breach of the same provision
of this Deed of Trust within the preceding twelve (12) months; it mdy be. cured (and no Event of Default will have
occurred) if Grantor, after Lender sends written notice demandlng cure of such fajlure: (a) cures the faiture within fifleen
{15) days; or (b} if the cure requires more than fifteen (15) days, immediately initiates steps sufficient to cure the failure
and thereafter continues and completes all reasonable and necassary steps sufflmenl to produce compliance as soon as
reasonably practical.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default ocours under tl'us Deed of Trust, at any time thereafter,
Trustee or Lender may exercise any one or more of the following rights and remedles .

Election of Remedies. Election by Lender to pursue any remedy shall not exclude purswt of any other remedy, and an
election to make expenditures or to take action io perform an obligation. of Grantor under this Deed of Trust, after
Grantor’s failure to perform, shall not affect Lender’s right to declare a default and exercise: |ts Temedies.

Accelerate Indebtedness. Lender shall have the right at its option to declare the enhre Indebtedness immediately due
and payabls, including any prepayment penalty which Grantor would be required 16 pays .~

Foreclosure. With respect to all or any part of the Real Property, the Trustea shall have: the right t6 exercise its power of
sale and to forsclose by notice and sale, and Lender shall have the right to fnreclose by ]UdICIal foreclosure. in either
case in accordance with and to the full extant provided by applicable law.

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

Collect Rents. Lender shall have the right, without natice to Grantor to take possession of and’ rnanage the Property
and collect the Renls, including amounts past due and unpaid, and apply the net proceeds; over.antf above Lender's
costs, against the Indebtedness. In furtherance of this right, Lender may require any tenant or gther user-of the Property
to make payments of rent or use fees directly to Lender. If the Rents are collected by Lender, then Grantor irrevocably
designates Lender as Grantor's attorney-in—fact to endorse instruments received in payment thereofin tha name of
Grantor and to negotiate the same and collect the proceeds. Payments by tenants or other users to Lender in-fesponse
to Lender's demand shall satisfy the obligations for which the payments are made, whether or not any.proper: grounds
for the demand existed. Lender may exercise ils rights under this 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 all or any part of: lhe B
Property, with the power to protect and preserve the Froperty, to operate the Property preceding or pending foreglosure

or sale, and to callect the Rents from the Property and apply the proceeds, over and above the cost of the receivership,”
against the Indebtedness. The receiver may serve without bond if permitied by law. Lender's right to the agpeoirtment .=~
of & receiver shail exist whether or not the apparent value of the Property exceeds the Indebtedness by a subslantlal T
amount, Employment by Lender shall not disqualify a person from serving as a receiver.

Tenancy at Sufferance. If Grantor remains in possassion of the Property after the Properly is sold as provided above ar
Lender otherwise becomes enfitied to possession of the Praperty upon default of Grantor, Grantor shail becomea a i
tenant at sufferance of Lender or the purchaser of the Property and shall, at Lender's option, either (1) pay a .
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A DEED OF TRUST
Loan No: 5021927-201 (Continued) Page 7

; 'Jo?ﬁl ‘and Several Liability. Al obligations of Grantor under this Deed of Trusl shall be joint and severa!, and all
¢ /. fefefences to Grantor shall mean each and every Grantor. This means that each Granlor signing below is responsible for
_aif abligations in this Deed of Trusl.

" No Waiver. by Lender. Lender shall not be deemed to have waived any rights under this Deed of Trust unless such
waiver is gl\rsn in writing and signed by Lender. No delay or omission on the part of Lender in exercising any right shall
‘operate as a waiver of such right or any other right. A waiver by Lender of a provision of this Deed of Trust shall not
preuudlce or gonstitule a waiver of Lender’s right otherwise to demand strict compliance with that provision or any other
provision of this Beed of Trust. No prior waiver by Lender, nor any course of dealing between Lender and Grantar, shall
constitute-4 waiver of any of Lender’s rights or of any of Grantor's obligations as to any future transactions. Whenever
the consent:of Leénder.is required under this Daed of Trus!, the granting of such consent by Lender in any instance shall
not constifute:continuing consent to subsequent instances where such consent is required and in all cases such consent
may be granted or. withheld in the sole discretion of Lender,

Severability. If'a court 6f compatent jurisdiction finds any provision of this Deed of Trust to be illegal, invalid, or
ungnforceable as toany person or circumstance, that finding shall nol make the offending provision illegal, invalid, or
unenforceable asto any other:person or circumstance. If feasible, the offending provision shall be considered modified
s0 that it becomes.fegal;-valid and enforceable. If the offending provision cannot be so madified, it shall be considerad
deleted from this Deed. of Trust: Unless otherwise required by law, the illegality, invalidity, or unenforceability of any
provision of this Deed of Trust shall not affect the legality, validity or enforceability of any other provision of this Deed of
Trust.

Successors and Asslgns. Sub;ecl o, any limitations stated in this Deed of Trust en fransfer of Grantor’s interest, this
Deed of Trust shall be'biriding uperi and:inure to the benefit of the parties, thair successors and assigns. If ownership of
the Properly 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 Trus! and the Indebtedness by way of forbearance or extension without
releasing Grantor from the obligations of this Deed of Trust or liability under the Indebtedness.

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

Waive Jury. Al parties fo this Deed "'ol:'frust hereby walve the right to a
counterclaim brought by any party ag'ainst any other parly, (Initial Here Tt intof

Waiver of Homestead Exemption. Granlor hereby releases and wai all rights and benefits of the homestead
exemption laws of the State of Washmgton as to all'indebtedness secured by this Deed of Trust.

DEFINITIONS. The following capitalized words-and Ierms shall have the following meanings when used in this Deed of Trust.
Unless specifically stated to the contrary, all references to dollar amounts shall mean amounts in lawful money of the United
States of America. Words and terms used in the singular shall include the plural, and the plural shali include the singular, as
the context may require. Words and terms not otherwisa defined in this Deed of Trust shall have the meanings atiributed to
such terms in the Uniform Commercial Code:

Beneficiary. The word "Beneficiary” means PEOPLES BANK, and its successors and assigns.

Borrower. The word "Borrower" means FRED M: LEE and CAFIOLYN J. LEE, and all other persons and entities signing
the Note in whatever capacity.

Deed of Trust. The words *Desed of Trust™ mean lhls Deed of Trust among Grantor, Lender, and Trustee, and includes
wilhout limitation all assignment and security interast provtsrons reJ.atmg to the Personal Property and Rents.

Default. The word "Default” means the Default set forth in thls Deed of Trust in the section titled "Default”.

Event of Defaull. The words "Event of Default” mean any:. of the e\rents of defau!t set forth in this Deed of Trust in the
events of default section of this Deed of Trust. .

Grantor. The word "Grantor™ means FRED M. LEE and CAFIOLYN Ji LEE

Guaranty. The word "Guaranty" means the guaranty from guaranior endorser, surety, or accommodation party to
Lender, including without limitation a guaranty of all or part of the Note :

any actlon, proceeding, or

Improvements. The word "Improvements” means all existing and:future’ |mprovements, buildings, structures, mobile
homes affixed on the Real Property, facilities, additions, replacements and othér, construction on the Real Property.

Indebledness. The word "Indebtedness” means all principal, interest, and other amounts, costs and expenses payable
under the Nole or Related Documents, together with all renewals of, extensions of, modifications of, consclidations of
and substitutions for the Nole or Related Documents and any amounts expended or advanced by Lender to discharge
Grantor's obligations or expenses incurred by Trustea or Lender to enforce Grantor's oblrgatlons under this Dead of
Trust, together with inferest on such amounts as provided in this Deed of Trust:... :

Lender. The word "Lender" means PEQPLES BANK, its successors and assrgns

Note. The word "Note” means the promissory note dated January 8, 2002, in the orlglnal prlnclpal amount
of $35,000.00 from Grantor to Lender, together with all renewals of, extensions of modtttcattons of, refmancmgs of,
consolidations of, and substitutions for the promissory note or agreement.

Personal Properly. The words "Personal Property” mean all equipment, fixtures, and other arhcles or parsonal property
now or hereafter owned by Grantor, and now or hereafter attached or affixed to the Real Property togethar with all
accessions, parts, and additions lo, all replacements of, and all subslitutions for, any of such’property; and-tdgether with
all issues and profits thereen and proceeds (including without limitation all insurance procesds and réfirids, of premrums)
from any sale or other disposition of the Property. : ;

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

Reai Property. The words "Real Property” mean the real property, interests and rights, as further descrlbed in th|s Deed
of Trust,

Related Documents. The words "Related Documents™ mean all promissory notes, credit agraaments Ioan agreements,_._
guaranties, security agreements, morigages, deeds of trust, security deeds, collateral morigages;. and all” other .
instruments, agreements and documents, whether now or hereafler existing, executed in conneclicn with the *
Indebtedness provided, that the environmental indemnity agreements are not "Related Documents" and are not secured
by this Deed of Trust.

Rents. The word "Rents” means all present and future rents, revenues, income, issues, royallies, profits, and other
benefits derived from the Property. )

Trustee. The word "Trustee” means Land Title Co. of Skagit County, whose mailing address is 111 E. George Hopper"“..
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