f’WWWWﬁ

. .’ PEOPLES BANK 7,2 Skagit
o ;'I.OA_N SERVICES _ 1/2005 Uditor
* DEPARTMENT 1 of 9
‘- PO BOX 233 :
¢ " LYNDEN, WA 98264 318PM

CHICAGO TITLE 1QB2673 +
ACCOMODA vy ION RECORDING
Chicaga Title Company has ptaced

this dacument for recordirig as a
custonigr courtesy and accépts no
liability for s accuracy ar vahdny

DEED OF TRUST

DATE: July 20, 2005"

Reference # (if applscable] e Additional on page
Grantor(s): )

1. Kelley, Mtchael .J

2. Kelley, Jessica M.___

Grantee(s)
1. PEOPLES BANK ; S
2. Chicago Title Companv Skagn Trustee

Legal Description: LOT 1, PLAT OF BROWN AND MCMILLEN DIV, 3, VOL. 16, PGS. 209-211
Additional on page 2

Assessor’s Tax Parcel ID#: 4710-00@901—-’(5000 P112857

THIS DEED OF TRUST is dated July 20 2005 among Michael J Kelley and Jessica Keliey,
husband and wife, whose address is 10827 Gardner. F{oad Burlington, WA 98233 ("Grantor™);
PEOPLES BANK, whose mailing address is SEDRO WO@LLEY OFFICE, 530B CROSSROAD
SQUARE, SEDRO-WOQOLLEY, WA 98284 (referred to ;below sometimes as "Lender” and
sometimes as "Beneficiary™); and Chicago Title' _Company__— Skagit, whose mailing address is
P.0. Box 638, Mount Vernon, WA 98273 {referred to befow.as "Trustee").
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DEED OF TRUST
&. ..L‘bar}"No: 5033235-101 {Continued) Page 3

land contract caontract for deed, leasehold interest with a term greater than three (3) years, lease-option contract, or by
;'sale a531gnment or transfer of any beneficial interest in ar to any land trust holding titte to the Real Property, or by any
: other methed of conveyance of an interest in the Real Property. However, this option shall not be exercised by Lender
if such exetczse is prohibited by federal law or by Washington law.

TA)CES AND LIE.NS The following provisions relating to the taxes and liens on the Property are part of this Deed of
Trust

Paymem Grantor shall pay when due (and in all events prior to delinquency) all taxes, special taxes, assessments,
charges_ (including“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 for services rendered or material furnished to the Property. Grantor
shall maintain ‘the Propertv tree aof all liens having priority over or equal to the interest of Lender under this Deed of
Trust, except for the'tien of taxes and assessments not due, except for the Existing Indebtedness refsrred to
below, and except as gtherwise provided in this Deed of Trust.

Right to Contest Grantor may withhold payment of any tax, assessment, ar ¢iaim in connection with a good faith
dispute owver the- obllgation to pay, so leng as Lender's interest in the Praperty is not jeopardized. If a lien arises or
is filed as a tesuit ‘of nonpavment 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 fien, or if requested by
Lender, depcsit with Leridercash or a sufficient carporate surety bond or other security satisfactery to Lender in an
amaunt sufficient to discha'rge the lien plus any costs and attorneys' fees, or other charges that could accrue as a
result of a foreclosuresor sale under the lien. In any contest, Grantor shall defend itself and Lender and shall
satisfy any adverse 1udgment before enforcement against the Property. Grantor shall name Lender as an additional
obligee under any suraty bond furnished in the contest proceedings.

Evidence of Payment. Gl;an-tor shall -upon demand furnish to Lender satisfactory evidence of payment of the taxes
or assessments and shalk authorize the approptiate governmental official to deliver to Lender at any time a written
statement of the taxes and assessments agalnst the Property.

Natice of Construction. Grantor shaH notrfy Lender at least fifteen (15) days before any work is commenced, any
services are furnished, or any ma_tana_]s are supplied to the Property, if any mechanic’s lien, 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 satlsfactory to Lender that Grantor can and will pay the cost of such
improvements. :

PROPERTY DAMAGE IMSURANCE. The fol!owmg pro\nsmns relating to insuring the Property are a part of this Deed of
Trust.

Maintenance of Ihsurance. Grantor shaH procure and maintain policies of fire insurance with standard extended
coverage endorsements an a replacemenit bagis fof 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 favar of Lender. Grantor shall alsc:procure and maintain comprehensive general lability insurance in such
coverage amounts as Lender may reguest with. Trustee and Lender being named as additional insureds in such
liability insurance policies. Additionally, Grantyr shall maintain.such ether insurance, including but not limited to
hazard, business interruption, and boiler insurarice, as Lendermay reasonably require. Policies shall be written in
farm, amounts, coverages and basis reasonably acceptable t¢. Lender and issued by a company or companies
reasonably acceptable to Lender. Grantor, upon request ofLender, will deliver to Lender from time to time the
policies or certificates of insurance in farm satisfactory tosLender,lincluding stipulations that coverages will not be
cancelied or diminished without at |east thirty (30) da"ys ‘prior written notice to Lender. Each insurance policy also
shall include an endoersement providing that caverage in-favor pf Lerder will not be |mpa|red in any way by any act,
omission ar default of Grantor or any other person. Should the HReal.-Property be located in an area designated by
the Director of the Federal Emergency Management Ageficy as. & special-flood hazard area, Grantar agrees ta
obtain and maintain Federal Flood Insurance, if available, within'46"days after notice is given by Lender that the
Property is located in a special flood hazard area, for the full unpaid principal balance of the loan and any prior fiens
oh the property securing the loan, up to the maximum policy Izmlts set unddr the National Flood Insurance Program,
or as otherwise required by Lender, and to maintain such msurance for tha term of the loan.

Application of Proceeds. Grantor shall promptly notify Lender of any Ioss diérfigge to the Property. Lendet may
make proof of loss if Grantor fails to do so within fifteen (15} days ‘of the, casyalty. 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. if Lender elects to apply the proceeds to retaration arid repair, Grantor shall repair or
replace the damaged or destroyed Improvements in a manner satisfactory to Lender Lender shall, upon
satisfactory 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 whith have not been
disbursed within 180 days after their receipt and which Lender has not committed.fo the repair or restoration of
the Property shall be used first to pay any amount owing to Lender under this Jeed of Tryst, then to pay acerued
interest, and the remainder, if any, shall be applied to the principal balance of the. Indebtednéss.. If Lender holds
any procesads after payment in full of the Indebtedness, such proceeds shall be pa:d wnhout mterest to Grantor as
Grantor's interests may appear. . 3

Compliance with Existing Indebtedness. During the period in which any Existing Indebtgdhesé-'d}éscribed below is
in effect, compliance with the insurance provisions contained in the instrument:"evidencing .sti&h Existing
Indebtedness shall constitute compliance with the insurance provisions under this Deéd of Trust, ta the extent
compiiance with the terms af this Deed of Trust would constitute a duplmancn of insurance requirement. If any
proceeds from the insurance become payable on luss, the provistons in this Deed of Trust for divigsion of proceeds
shall apply only to that portion of the proceeds hot payable to the holder of the Existing indebtedr\ess :

Grantor's Report on Insurance. Upon request of Lender, however not more than ence a ysar, Granmr sha” furmsh
to Lender a repart on each existing policy of insurance showing: (1) the name of the insurer; (2] the nsks
insured; {3} the amount of the policy; (4] the property insured, the then current replacement’value, of suich
property, and the manner of determining that value; and {5} the expiration date of the policy. Grantér shalt upor .
request of Lender, have an independent appraiser satisfactory to Lender determine the cash value replacement cost
of the Property. : e

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lender's in'ter-é‘st S
the Property or if Grantor fails to comply with any provision of this Deed of Trust or any Related Documents, including =
but not limited to Grantor's failure to comply with any obligation to maintain Existing Indebtedress in good standing as®
required below, or to discharge or pay when due any amounts Grantor is required to discharge or pay under this Deed.*
af Trust or any Related Documents, Lender on Grantar's behalf may thut shall not be obligated to) take any action-that
tender deems appropriate, including 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, -

T lmmw
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DEED OF TRUST
- Lt’_)an"No: 5033235-101 (Continued) Page 5

_..-Ee_r_t_d’er and make it available to Lender within three {3) days after receipt of written demand from Lender to the
i ext'ent permitted by applicable law.

~-”Addresses The mailing addresses of Grantor {debtor) and Lender (secured party) from which information
gonderning:the security interest granted by this Deed of Trust may be obtained (each as required by the Uniform
;Commerelal Code) 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
attorney ins -fatt are a part of this Deed of Trust:

Further Assurancas At any time, and from time to time, upon request of Lender, Grantor will make, execute and
deliver, or: witl-cause to be made, executed or delivered, to Lender or to Lender's designee, and when requested by
Lender,-¢ause to befiled, recorded, refiled, or rerecarded, as the case may be, at such times and in such offices
and place$ as Lender may deem appropriate, any and all such martgages, deeds of trust, security deeds, security
agreements, finencing'st'atements continuation statements, instruments of further assurance, certificates, and
other decuments ag® may, in the sole opinion of Lender, be necessary aor desirable in order to effectuate, compliete,
perfect, continue; or preserve (11 Grantor's obligations under 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 acquered by Grantor. Unless prohibited by law or Lender agrees to the contrary in writing,
Grantar shall reimburse® Lentjer for ali costs and expenses incurred in connection with the matters referred to in this
paragraph. -

Attorney-in-Fact. |f Gréntor f}ails‘ itido any of the things referred to in the preceding paragraph, Lender may do sa
for and in the name af Grantor and-at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints
Lender as Grantor's attorngy-ifi-fact for:the purpose of making, executing, delivering, filing, recording, and doing ail
other things as may be neaessary or desrrable, in Lender's sole opinion, to accomplish the matters referred to in
the preceding paragraph. :

FULL PERFORMANCE, If Grantor pays aII the Indebtedness when due, and 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-fo Grantor suitable statements of termination of any financing statement on
file evidencing Lender’s security intergst iti the Rents"and the Personal Property. Any reconveyance fee shall be paid by
Grantor, if permitted by applicable law:" The.grintee in any reconveyance may be described as the "person or persons
legaily entitled thereto”, and the recitalg” |n the reconvevance of any matters or facts shall be conciusive proef of the
truthfuiness of any such matters or facts: :

EVENTS OF DEFAULT. Etach of the fDlIowmg, at Lender 5§ optlon shall constitute an Event of Default under this Deed
of Trust: .

Payment Default. Grantor fails to make a'ny pasi'men't when due under the Indebtedness.

Other Defaults. Grantor fails to comply \i\';fithk'*er to perform any other term, obligation, covenant or condition
contained in this Deed of Trust or in any of.the Related Documents or to comply with or to perform any term,
abligation, covenant or condition contained in &n '_other agreement between Lender and Grantor.

Compliance Default. Failure to comply with any other term,’ obhgatlon covenant or condition contained in- this
Deed of Trust, the Note or in any of the Related Documents

Default on Other Payments. Failure of Grantor within the’ tlme reqd éd by this Deed of Trust to make any payment
for taxes or insurance, or any other payment necessary tor erevent frhng of or to effect discharge of any lien.

False Statements. Any warranty, representation or statement made or furnished to Lender by Grantor ar on
Grantar's behalf under this Dead of Trust or the Related ‘Documents is false or misleading in any materiat respect,
gither now or at the time made or furnished or becomes false of mjeleadlng at any time thereafter.

Defactive Collateralization. This Deed of Trust eor any of the Related Doguments ceases to be in full force and
effect (including failure of any collateral document to create a valld and perfected security interest or tien) at any
time and for any reason.

Death or Insolvency. The death of any Grantor, the insolveney b;]_‘ Gr.aritqt:-,-ﬂ the.appointment of a receiver for any
part of Grantor's property, any assignment for the benefit of cfeditors, dny typé of creditor workout, or the
commencement of any proceeding under any bankruptcy or insolvency laws by or against Grantor.,

Creditor or Forfeiture Proceedings. Commencement of foreclosure or forféiture proceedings, whether by judicial
proceeding, self-help, repossession or any other method, by any creditor ‘of Grantor &by any governmental agency
against any property securing the Indebtedness. This includes a garhishment of anmy:of Granter's accounts,
including deposit accounts, with Lender. However, this Event 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.af the creditor or forfeiture
proceeding and if Grantor gives Lender written notice of the creditor or forfeiture proceedlng and deposits with
Lender monies or a surety bond for the creditor or forfeiture proceeding, in an amount determrned by Lender, in its
sole discretion, as being an adequate reserve or bond for the dispute. F

Breach of Other Agreement. Any breach by Grantor under the terms of any other agreement between Grantor and
Lender that is not remedied within any grace period provided therein, including withgut Irmltatton ‘any agreement
concerning any indebtedness or ether obligation of Grantor to Lender, whether existing new or Iater

Events Affecting Guarantar. Any of the preceding events occurs with respect to any guarantor,_endorser surety,
or accommodation party of any of the Indebtedness or any guarantor, endarser, surety, or acCommbdation party
dies or becomes incompetent, or revokes or disputes the validity of, or liability under, any Guarenty 0f the
Indebtedness. In the event of a death, Lender, at its option, may, but shall not be requrred Aa, permiit the
guarantor's estate to assume unconditionally the obligations arising under the guaranty in a manner sansfactory to
Lender, and, in doing so, cure any Event of Default.

Adverse Change. A material adverse change occurs in Grantor's financial condition, or Lende beheves the
prospect of payment or perfarmance of the Indebtedness is impaired. . = 2

Existing Indebtedness. The payment of any installment of principal or any interest on the Existing Indehtedness |s B
not made within the time required by the promissory note evidencing such indebtedness, or a default ogéurs.: under
the instrument securing such indebtedness and is not cured during any applicable grace period in such mstrum

or any suit or other action is commenced to foreclose any existing lien on the Property.

Right to Cure. If any default, other than a default in payment is curahle and if Grantor has not been given a no_tic'e"'
of a breach of the same provision of this Deed of Trust within the preceding twelve (12) months, it may be cured if -~
Grantor, after receiving written notice from Lender demanding cure of such default: {1) cures the default withifn
fifteen {15} days; or {2} if the cure requires more than fifteen (15} days, immediately initiates steps which Lender R
deems in Lender's sole discretion to be sufficient to cure the default and thereafter continues and completes all

A uu\m
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DEED OF TRUST
- _Loan'No: 5033235-101 (Continued) Page 7

_Frustee in this Deed of Trust and by applicable law. This procedure for substitution of Trustee shall govern to the
d exc[usmn of all other provisions for substitution.

l-NOTICES Subject to applicable law, and except for notice required or allowed by law to be given in another manner,
any notide required to be given under this Deed of Trust, including without limitation any notice of default and any
notige :of sale shall be given in writing, and shall be effective when actually delivered, when actually received by
telefac5|mlle (unlees otherwise required by law}, when deposited with a nationally recognized overnight courier, or, if
mailad .when deposned in the United States mail, as first class, certified or registered mail postage prepaid, directed to
the addréssés shown near the beginning of this Deed of Trust. All copies of notices of foreclosure from the holder of
any iiefn“which has priority over this Deed of Trust shall be sent to Lender's address, as shown near the beginning of
this Deed of Trust:. Any party may change its address for notices under this Deed of Trust bv giving formal written
netice to the other partres specifying that the purpose of the naotice is to change the party's address. For notice
purposes, Grantor agrees to keep Lender informed at all times of Grantor's current address. Subject to applicable law,
and except for noticesrequired: or allowed by iaw to be given in another mannaer, if there is more than one Grantor, any
natice given by Lender loany. Grantor is deemed to be notice given to all Grantors.

MISCELLANEQUS PROVISIONS The following miscellaneous provisions are a part of this Deed of Trust:

Amendments. . This Deed of Trust together with any Related Documents, constitutes the entire understanding and
agreement of the parties as-to the matters set forth in this Ceed of Trust. No alteration of or amendment to this
Deed af Trust shall be effectwe unless given in writing and signed by the party or parties sought to be charged or
bound by the alteration.or amendment

Annual Reports. If° ;he Prcpe_r:_ty» is used for purposes other than Grantor's residence, Grantor shall furnish to
Lender, upon request, a cértified statément of net operating income received from the Property during Grantor's
previous fiscal year in sueh ‘form and detail as Lender shall require. "Net operating income™ shall mean all cash
receipts from the Property Iess all cash expendntures made in connection with the operation of the Property.

Caption Headings. Captmn headmgs in’ thls Deed of Trust are for convenience purposes only and are not to be
used to interpret or define the. prov:smns of this Deed of Trust.

Merger. There shall be no merger of the interest or estate created by this Deed of Trust with any other interest ar
estate in the Property at any tlme heid by oF fnr the benefit of Lender in any capacity, without the written consent
of Lender. « ;

Governing Law. This Deed of Trust Wl" be gcwerned by federal law 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 bv Lender |n 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 Washmgton

Joint and Several Liability. All chligations of G_rantor under this Deed of Trust shall be joint and several, and all
referances to Grantor shall mean each and: every Grantor. This means that each Grantor signing below is
responsible far all obligations in this Deed of Trust. :

No Waiver by Lender. Lender shali not be deemed to have walved _any rights under this Deed of Trust unless such
walver is given in writing and signed by Lender. No delay- or ormssmn on the part of Lender in exarcising any right
shall oparate as a waiver of such right or any other right. A waiver by Lender of a provision of this Deed of Trust
shall not prejudice or constitute a waiver of Lender' sk_nght otherwise to demand strict compliance with that
provision or any other provision of this Deed of Trust.” Na prior swaiver by Lender, nor any course of dealing
between Lender and Grantor, shall constitute a waiver of any:af Lender’s rights or of any of Grantor’s obligations
as to any future transactions. Whenever the consent of Lenderis réquiréd under this Deed of Trust, the granting
of such consent by Lender in any instance shall not constitute continGing. censent to subsequent instances where
such consent is required and in all cases such consent may be g;anted or W|thheld in the sole discretion of Lender.

Severability. If a court of competent jurisdiction finds any pro\nsron of this Deed of Trust to be illegai, invalid, or

unenforceable as ta any persan or circumstance, that finding shall-not make the cffending prowsmn ilegal, invalid,

or unenforceable as to any other person or circumstance. If feasible; the., offer_)_d_mg provisicn shall be considered

modified so that it becomes legal, valid and enfarceable. If the offending” provision“gannot be se modified, it shall

be considered deleted from this Desd of Trust. Unless otherwise required by law, the illegality, invalidity, or

unenforceability of any prevision of this Deed of Trust shall not affect the legahtv, vahmty or enforceability of any
other provision of this Deed of Trust. . ;

Successors and Assigns. Subject to any limitations stated in this Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shall be binding upen and inure to the benefit of the parties; their‘syccessors and assigns. If
ownership of the Property becomes vested in @ person other than Grantor, Léfider, withiout notice to Granter, may
deal with Grantor's successors with reference to this Deed of Trust and the Indebtedness by way of forbearance or
extension without releasing Grantor from the obligations of this Deed of Trust or habmty under Ihe Indebtedness.

Time is of the Essence. 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 right to_a a'ny action, proceeding, or

counterclaim brought by any party against any other party. (Initial Here ¥

Waiver of Homestead Exemption. Grantor hereby releases and waives all rights and-benefns of the ‘homestead
exemption faws of the State of Washington as to all Indebtedness secured by this Deed of Trust :

DEFINITIONS. The following capitalized words and terms shall have the fallowing meanings when used in 'EhIS Deed of
Trust. Unless specifically stated to the contrary, all references to dollar amounts shall mean ambonts in-lawdl money
of the United States of America. Words and terms used i the singular shall include the plural and the- piyrat ‘shall
include the singular, as the context may require. Words and terms neot otherwise defined in this’ Deed of Trust shail
have the meanings attributed to such terms in the Uniform Commercial Code: L .

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

Borrower. The word "Borrower” means Michael J Kelley and Jessica M Kelley and includes aII ‘to- mgners and
co-makers signing the Note, .

Deed of Trust. The words "Deed of Trust” mean this Deed of Trust ameng Grantor, Lender, and Trus"tee“ ahd"
includes without limitation all assignment and security interest provisions relating to the Personal Propgrty and
Rents. e

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

Event of Dafault. The words "Event of Default” mean any of the gvents of default set forth in this Deed of TTIIS"I;“'IH

the events of default section of this Deed of Trust.
20050721 Oilwmw"‘
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DEED OF TRUST
_L't"j__aano: 5033235-101 {Continued) Page 9

REQUEST FOR FULL RECONVEYANCE

'~'-Tcr:v T e, , Trustee

The: under5|gned is the legal owner and holder of all indebtedness secured by this Deed of Trust. You are hereby
requssted upory payment of all sums_owing to you, to reconvey without warranty, to the persons entitied thereto, the
right, tltie and |nterest now held by you under the Ceed of Trust.

Date:" s A Beneficiary:
T By:
Its:
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