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DEED OF TRUST

DATE: July 8, 2003:"

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

1. Bailey, Ross @

2. Bailey, Laura L -,

Grantee{s)
1. PEGPLES BANK ; g
2. First American Title Co of Skaglt County, Trustee

Legal Description: SECTION 27, TOWNSHIP 36 RANGE 3,
PORTION SE 1/4 AND SECTION 26, ~ - .-
TOWNSHIP 368, RANGE 3, PORTION SW 1[4 Additional on page 2

Assessor's Tax Parcel ID#; 360327—4—005-0100 {P115001)

THIS DEED OF TRUST is dated July 8, 2003, apiong Ross Bailey and Laura L Bailey, husband
and wife, whose address is 16002 Colony ‘Road, Bow, WA 98232 ("Grantor"); PEOPLES
BANK, whose mailing address is MOUNT VERNON 0FFICE 1801 RIVERSIDE DRIVE, MOUNT
VERNON, WA 98273 (referred to below sométimes. as "Lender” and sometimes as
“Beneficiary”); and First American Title Co. of Skagit’ C_ounty, ‘whose mailing address is 1301-B
Riverside Drive, Mount Vernon, WA 98273 (referred to below as:"Trustee").
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DEED OF TRUST
___I:"c_)alj No: 5712478-1 (Continued) Page 3

eme:untsg.'s'ecured by this Deed of Trust as they become due, and shall strictly and in a timely manner perform all of
:.:iGre'nto'r"s obligations under the Credit Agreement, this Deed of Trust, and the Related Documents.

-;_POSSESSI N AND MAINTENANCE OF THE PROPERTY. Grantor agrees that Grantor's possession and use of the
'Property shall be governed by the following provisions:

P.ossessmrt and Use. Until the occurrence of an Event of Default, Grantor may (1) remain in possession and

s control of'thé Property; (2} use, operate or manage the Property; and (3) ccollect the Rents from the Property
{this prwrlege is-a license from Lender to Grantor automatically revoked upon default). The following provisions
relate to.the use of the Property or to other limitations on the Property. The Real Property is not used principally
for agrlcult_ural plirposes.

Duty tp""Ma'intain.“_'Grantor shall maintain the Property in good condition and promptly perfarm all repairs,
replacérnents, and maintenance necessary to preserve its value.

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance nor commit, permit, or suffer any
stripping of or waste.on. .0F_to the Property or any portion of the Property. Without limiting the generality of the
foregoing, Grantor will not remove, or grant to any other party the right to remove, any timber, minerals {including
oil and gas), ¢oal;"clay; scoria, soil, gravel or rock products without Lender’s prior written consent.

Removal of Irﬁproveﬁtents,----"G_rantor shall not demolish or remove any Improvements from the Real Property
without Lender's prior written consent. As a condition to the removal of any Improvements, Lender may require
Grantor to make arrangements satlsfactorv to Lender to replace such Improvements with Improvements of at least
aqual value. . : :

Lender's Right to Enter. _Lender an'd Lender's agents and representatives may anter upon the Real Praperty 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 Governméntal Requirerhents Grantor shail promptly comply, and shall promptly cause
compliance by all agents, tepants orf other persons or entities of every nature whatsoever who rent, lease or
otherwise use or occupy the F‘roperty in any manner, with all laws, ardinances, and regulations, now or hereafter
in effect, of all governmental aythorities applicable to the use or pccupancy of the Property. Grantor may contest
in goad faith any such law, ordinance,~of regulation and withhold comgpliance during any proceeding, including
appropriate appeals, so lang as Granitor has notified Lender in writing priar to doing so and so long as, in Lender's
sole opinion, Lender’s interests in the“Praperty-are not jeopardized, Lender may require Grantor to past adequate
security or a surety bond, reasonably satrsfactory to Lender, to protect Lender's interest.

Duty to Protect. Grantor agrees neither:to; abandon or leave unattended the Property. Grantor shall do all other
acts, in addition to those acts set forth abpve 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. Lender may. at Lender's option, (A} declare immediately due and payable all
sums secured by this Deed of Trust or (B) increase the interest rate provided for in the Credit Agreement or other
document evidencing the Indebtedness and impose *such other conditions as Lender deems appropriate, upan the sale or
transfer, without Lendet's prior written consent, of-all or any part of the Real Property, or any interest in the Real
Property. A "sale or transfer” means the conveyance of Real Property or 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, leasshold intefestwith a'term greater than three {3} years, lease-option
contract, or by sale, assignment, or transfer of any beneficial interegt 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. However, this option shall not be
exarcised by Lender if such exercise is prohibited by federal Iew or by -Washington law,

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

Payment. Grantor shall pay when due (and in all events prior tc dellnquencw aII taxes, special taxes, assessments,
charges lincluding water and sewer), fines and impositions levied: agarnst of on account of the Property, and shall
pay when due all claims for work done on or for services rendetred ar materlal furnished to the Property. Grantor
shall maintain the Property free of all liens having priority over or egual-to the interést of Lender under this Deed of
Trust, except for the lien of taxes and assessments not due, except for the Exrstmg 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 clarm in connectron with a good faith
dispute over the obligation to pay, so long as Lender's interest in the Préperty. is not' jeppardized. If a lien arises or
is filed as a result of nonpayment, Grantor shall within fifteen (15) days-after’the lién atises 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 secu,nty satisfactory to Lender in an
amount sufficient to discharge the lien plus any costs and attorneys’ fees, or othef 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 shell name Lender as an additicnal
obligee under any surety bond furnished in the contest proceedings. e : :

Evidence of Payment. Grantor shall upon demand furnish to Lender satisfactory evndence 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 assessments against the Property. : :

Notice of Construction. Grantor shall notify Lender at least fifteen (15) days before any work 5. commenced any
services are furnished, ar any materials are supplied to the Property, if any mechanic's lier, materialmean’s ‘lien, or
other lien could be asserted on account of the wark, services, or materials and the cost exceeds”'$} ;000.00.
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. :

PROPERTY DAMAGE INSURANCE. The following provisions relating to insuring the Property are a part of thls Deed ofr.
Trust.

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 cavering all Improvements on’ the” Reaﬂ
Property in an amount sufficient to avoid application of any coinsurance clause, and with a standard” mortgagee
clause in favor of Lender, together with such other hazard and liability insurance as Lender may reascnably requlre" r
Policies shall be written in form, amounts, coverages and basis reasonably acceptable to Lender and issued by a-

campany or companies reasonably acceptable ta Lender. Grantor, upan request ot Lender, will deliver to Lender
from time to time the policies or certificatas of insurance in form satisfactory to Lender, including strpulatlons that
coverages will not be cancelled or diminished without at least thirty (30) days prior written notice to Lender. Each
insurance policy alse shall include an endarsement providing that coverage in favor of Lender will nat be |mpa|redm
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DEED OF TRUST
Loan No: 5712478-1 {Continued) Page 5

any proceeding or purchase in lieu of condemnation, Lender may at its elsction require that all or any portion of the

" net proceeds of the award be applied to the Indebtedness or the repair or restoration of the Property. The net

_~proceéds-of the award shall mean the award after payment of all reasonable costs, expenses, and attorneys' fees
|ncurred by Trustee or Lender in connection with the coendemnation.

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES. The following provisions relating
to governmentat 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 Ueed of Trust and take whatever other action is requested by Lender to perfect and continue Lender’s lien on
the" Resl Property Grantor shall reimburse Lender for all taxes, as described helow, together with all expenses
incurred :in rer;erdmg, perfecting or continuing this Deed of Trust, including without limitation all taxes, fees,
documentarv stamps,‘and other charges for recording or registering this Deed of Trust.

Taxes. “The fol_[_owrn_g shall constitute taxes to which this section applies: (1) a specific tax upon this type of
Deed of Trust or upon.allor any part of the Indebtedness secured by this Deed of Trust; {2} a specific tax on
Grantor which Grantor isalGthorized 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 or the holder of the Credit
Agreement; and {4} a specrfrc tax on all or any portion of the Indebtedness or on payments of principal and
interest made by Granter. B

Subsequent Taxes. If 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 Bvent-of Default as provided below unless Grantor either (1) pays the tax befare it
becomes delinquent, ‘or {2} -tontests ‘the tax as provided above in the Taxes and Liens section and deposits with
Lender cash or g sufficient corporate surety bond or other security satisfactory to Lender.

SECURITY AGREEMENT; FIN:AHCING STﬁTﬁMENTS. The following provisions relating to this Deed of Trust as a
security agreement are a part ¢f this -peed of Trust:

Security Agreement. This i'h'str’t'rmerrt ghall constitute a Security Agresment to the extent any of the Property
constituies fixtures, and Lender shati have att ot the rights of a secured party under the Uniform Commercial Code
as amended from time to time. . B

Security Interest. Upon request bv-"Len_;ie-r, __'Gr_a‘ntor shall execute financing statements and take whatever other
action is requested by Lender to periect and  continue Lender's security interest in the Personal Property. In
addition to recording this Deed of Trust.inithe real property records, Lender may, at any time and without further
authorization from Grantar, file executed counterparts,:copies ar reproductions of this Deed of Trust as a financing
statement. Grantor shall reimburse Lendér for” all‘expenses incurred in perfecting or continuing this security
interest, Upon default, Grantor shall not: remeve, Sever or detach the Personal Property from the Property. Upon
default, Grantar shall assemble any Personal Property not affixed to the Property in @ manner and at a place
reasonably convenient to Grantor and Lender and make it available to Lender within three {3) days after receipt of
written demand from Lender to the extent permitted by applicable law.

Addresses. The mailing addresses of Gran'tg;r:"- {debter) and- Lender (secured party} from which information
concerning the security interest granted by this Deed of Trust may be obtained (each as required by the Uniform
Commercial Codel are as stated on the first page of this Deed-of-Trust.

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The .following provisions relating to further assurances and
attgrney-in-fact are a part of this Deed of Trust: s S

Further Assurances. At any time, and from time to timie, ‘upafi request of Lender, Grantor will make, execute and
deliver, or will cause to be made, executed or delivered, te. Lendér or to Lender's designee, and when requested by
Lender, cause toc be filed, recorded, refiled, or rerecorded, as the casé imay be, at such times and in such offices
and places as Lender may deem appropriate, any and all such r"nor'tgages, deeds of trust, security deeds, security
agreements, financing statements, continuation statements, ingtruments;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} Grantor's obligations under’ the Credit Agreement, this Deed of Trust, and the
Related Documents, and (2) the liens and security interests’ created ‘by-thi§ Deed of Trust on the Property,
whether now owned or hereafter acquired by Grantor. Unless prohibited by law-or_Lender agrees to the contrary in
writing, Grantor shall reimburse Lender for all costs and expenses mcurred in connectlon with the matters referred
to in this paragraph. H

Attorney-in-Fact. If Grantor fails to do any of the things referred to in the precedmg paragraph Lender may do so
for and in the name of Grantor and at Grantor's expense. For such purposes;‘Grantor hereby irrevocably appaints
Lender as Grantor's attorney-in-fact for the purpose of making, executing, delivering; filiig, recording, and doing all
other things as may be necessary or desirable, in Lender's sole opinion, to accomphsh the matters referred to in
the preceding paragraph. H ;

FULL PERFORMANCE. If Grantor pays all the Indebtedness when due, terminates the credlt lire account, and otherwise
performs all the obligations imposed upon Grantor under this Deed of Trust, Lender shaik-execute and deliver to Trustee

a request for full reconveyance and shall execute and deliver to Grantor suitable statements .of termination of any
financing statement on file evidencing Lender's security interest in the Rents and the Personal Property. Any
recenveyance fee shall be paid by Grantor, if permitted by applicable law. The grantee in<any recpnveyence may be
described as the "person or persons legally entitled thereto”, and the recitals in the reconveyance af any matters or
facts shall be conclusive proaf of the truthfulness of any such matters or facts.

EVENTS OF DEFAULT. Grantor will be in default under this Deed of Trust if any of the followmg happen {AJ ““Grantor
commits fraud or makes a material misrepresentation at any time in connection with the Credit Agreement This can
include, for example, a false statement about Grantor's income, assets, liabilities, or any other aspects of Giantor's
financial condition. (B} Grantor does not meet the repayment terms of the Credit Agreement. {C) Granter's: actioh. or
inaction adversely affects the collateral or Lender's rights in the collateral. This can include, for exarmple, failureto

maintain required insurance, waste or destructive use of the dwelling, failure to pay taxes, death of allpérsons Jiable on,

the account, transfer of title or sale of the dwelling, creation of a senior lien on the dwelling without Lenders:;j

permission, foreclosure by the holder of another lien, or the use of funds or the dwelling for prohibited purposes.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under this Deed of Trust, at any tlme thereafter

Trustee or Lender 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 exermsed alorie’ or

together. An election by Lender to choase any one remedy will not bar Lender fram using any other remedy. I

Lender dacides to spend money or ta perform any of Grantor's obligations under this Deed of Trust, after Granter s
failure to do 50, that decision by Lender will not affect Lender's right to declare Grantor in default and to exercise

LT

Skagit County Auditor
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R DEED OF TRUST
" koan No: 5712478-1 (Continued) Page 7

the addresses shown near the beginning of this Deed of Trust. All copies of notices of foreclosure from the holder of
any lieri which has priority over this Deed of Trust shall be sent to Lender's address, as shown near the begmmng of
: this-Deed: of Trust. Any person may change his or her address for notices under this Deed of Trust by giving formal
“writter notice., fo the other person or persons, specifying that the purpose of the notice is to change the person's
address For ‘notice purposes, Grantor agrees 1o keep Lender informed at all times of Grantor's current address.
Subject to applicable law, and except for notice required or allowed by law 10 be given in anather manner, if there is
more than one-Grantar, any notice given by Lender to any Grantor is deemed to be notice given to all Grantors. It will
be Grantor 'S, responsrblhty to tell the others of the notice from Lender.

MISCELLANEOUS PRDVISIONS The following miscellaneous provisions are a part of this Deed of Trust:

Amendm_ent__s. tht.gs written in this Deed of Trust and in the Related Documents is Grantor's entire agreement
with Lendef cohcernin'g the matters covered by this Deed of Trust. To be effective, any change or amendment to
this Deed of Trust must be in writing and must be signed by whoever will be bound or obligated by the change or
amendment. :

Caption Headings’ Captron headings in this Deed of Trust are for convenience purposes only and are not 1o be
used ta interpret or ‘define the pravisions of this Deed of Trust,

Merger. Thereshall be no merger of the interest or estate created by this Deed of Trust with any other interest or
estate in the Property at any tlme held by or for the benefit of Lender in any capacity, without the written consent
of Lender.

Governing Law, This Q.eed__ af Tru t. will ba governed by and interpreted in accordance with federal law and the
laws of the State of Washington, This Deed of Trust has been accepted by Lender in the State of Washington.

Choice of Venue, If there is a lawsuit, Grantor agrees upon Lender's request to submit to the jurisdiction of the
courts of SKAGIT County, State of Washrngton

Joint and Several Llﬂblll‘tv\ Al obllgatrons of Grantor under this Deed of Trust shall be jeint and several, and all
references to Grantor shall.medn edch-'and every Grantor. This means that each Grantor signing below is
responsible for all abligations in thrs Deed of Trust.

No Waiver by Lender. Grantar understands Lender wili no‘t give up any of Lender’s rights under this Deed of Trust
unless Lender does so in writing: The fact that Lender, delays or omits to exercise any right will not mean that
Lender has given up that right. It Lender daes agrge i wrltlng to give up one of Lender's rights, that does not
mean Grantor will not have to comply W|th the pther provisions of this Deed of Trust. Grantor also understands
that if Lender does consent to a requést that does 4t mean that Grantor will not have to get Lender's consent
again if the situation happens again. Graftar ,!urther understands that just because Lender consents to ane of
mare of Grantor's requests, that doesnot mean Lender will be required to consent to any of Grantor's future
requests. Grantor waives presentment, demand_for payment, protest, and notice of dishonor.

Severability. If a court finds that any provision of this Deed of Trust is not valid or should not be enforced, that
fact by itself will ngt mean that the rest of this ‘Deed of Trust will not be valid or enforced. Therefore, a court will
enforce the rest of the provisions of this Deed ef Trust even |f a provrsron of this Deed of Trust may be found to he
invalid or unenforceable.

Successors and Assigns. Subject to any limitations stated in thrs Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shall be binding upon and inure to the Henefit, of the parties, their successars and assigns. |f
ownership of the Property becomes vested in a person other than: Grantor, Lender, without notice to Grantor, may
deal with Grantor's successors with reference to this Deéd of Trust: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 Essance. Time is of the essence in the performance of .this Deed of Trust.

Waive Jury. All parties to this Deed of Trust hereby waive the’ rrght to.a

trial in any action, proceeding. or
counterclaim brought by any party against any other party. (Inltlal Here 33 i

Waiver of Homestead Exemption. Grantor hereby releases and waives all, ':rights d benefits of the homestead
exemption laws of the State of Washington as to all Indebtedness. secure d bv this. Deed of Trust.

DEFINITIONS. The tollowing words shall have the following meanings whan used in‘this Deed of Trust:
Beneficiary., The word "Beneficiary™ means PECPLES BANK, and its Successors and assrgns

Borrower. The word "Borrower™ means Ross Bailey and Laura L Balley, and all other persons and entities signing
the Credit Agreement. . ;

Credit Agreement. The words “Credit Agreement" mean the credit agreement dated Ju‘ly 8, 2003, with credit
limit of $40,000.00 from Grantor to Lender, together with all renewals of; ‘exténsions of, modifications of,
refinancings of, consolidations of, and substitutions for the promissory note or agreement NDTICE TO GRANTOR:
THE CREDIT AGREEMENT CONTAINS A VARIABLE INTEREST RATE. : .

Deed of Trust. The words "Deed of Trust” mean this Deed of Trust among Grantor, Lender and Trustee, and
includes without limitation all assignment and security interest provisions relating. 10-the Personai Property and
Rents. g :

Evant of Default, The wards "Event of Default” mean any of the events of default set forth in thrs Deed of Trust in
the events of default section of this Deed of Trust. :

Existing Indebtednass. The words "Existing Indebtedness" mean the indebtedness descnbed m the Exlstrng Liens
provision of this Deed of Trust. R . !

Grantor. The word "Grantor" means Ross Bailey and Laura L Bailey.

Improvements, The word “Improvements” means all existing and future improvements, burldmgs structures,
mobile homes affixed on the Real Property, facilities, additions, replacements and other construction on the Real
Property. Lk : AT

Indebtedness. The word "Indebtedness” means all principal, interest, and other amounts, costs and expe‘nse‘s_:f
payable under the Credit Agreement or Related Documents, together with all renewals of, extensions: of,
madifications of, consolidations of and substitutions for the Credit Agreement or Related Documents ard any .
amounts expended or advanced by Lender to discharge Grantor's obligations or expenses incurred by Trustee or."
Lendar to enfarce Grantor's obligations under this Deed of Trust, together with interest on such amounts ‘@5
provided in this Deed of Trust. o

Lender. The word "Lender” means PEQOPLES BANK, its successors and assigns. The words "suceesso:r-s““or
assigns" mean any person or company that acquires any interest in the Credit Agreement.
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