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Reference # (if apphcable}

DEED OF TRUST

Additional on page

Grantor(s}
. KESTI JR, RONALD
2 KESTI, KRISTINA ..

Grantee(s)
1. PEQPLES BANK

2. Land Title Co. of Sfc:agat County Trustee

Legal Description: Ptn NE 1/4 Of SE 1[4 12 34 4 E W.M. {Aka Lot 2, SP #PL02-0604

Additional on page 2

Assessor's Tax Parcel ID#: 340412 =fil"DOﬂ'”OCSOO / P125911

THIS DEED OF TRUST is dated August 21 2009, among RONALD KESTI JR, WHO ACQUIRED
TITLE AS RONALD KESTI, and KRISTINA KESTF; HUSBAND AND WIFE, whose address is 716

ORTH WAY, SEDRO WOOLLEY, WA 98284 .("Grantor"); PEOPLES BANK, whose mailing
address is ANACORTES OFFICE, PHONE: (360).588- 0153 911 11th STREET, ANACORTES,
WA 98221 (referred to below sometimes as 'Lender .and-sometimes as "Beneficiary"); and
Land Title Co. of Skagit County. whose man!mg address ts 111 E. George Hopper Rd,
Burlington, WA 98233 (referred to below as "Trustee ) :
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DEED OF TRUST
{Continued) Page 3

jangf-:’to.nf'ract, contract for deed, leasehold interest with a tarm greater than three (3} years, lease-option contract, of by
“sale, assignment, or transfer of any beneficial interest in or to any land trust holding title to the Real Property, ar by any
;. other mathod of conveyance of an interest in the Real Praperty. However, this option shall not be exercised by Lender
if sugh exercise is prohibited by federal law or by Washington law.

TA).;(‘E_S' AND LIENS. The following provisions relating to the taxes and liens on the Property are part of this Deed of
Trust::

Paymenit. Grantor, shall pay when due (and in all events prior 1o delinquency} all taxes, special taxes, assessments,
charges-linchiding 'water and sewer), fines and impositions levied against or on account of the Property, and shail
pay when-due all ¢laims for work done on or for services rendered or material furnished to the Property. Grantor
shall maintain the Property free of all liens having priority over or equal to the interest of Lender under this Deed of
Trust, “except-for the lign of taxes and assessments not due and except as aotherwise provided in this Deed of
Trust. ~ i oo

Right to Contest, Grantor may withhold payment of any tax, assessment, or claim in connection with a gaod faith
dispute over the obligation té pay, 50 long as Lender's interest in the Property is not jeopardized. If a lien arises or
is filed as a résulf 6f nonpayment, Grantor shall within fifteen (15) days after the lien arises ar, if a fien is filed,
within fifteen ¢15) déy_s,_---afte__r-'-G;_antor has notice of the filing, secure the discharge of the lien, or if requested by
Lender, depesit with Leénder cash or a sufficient corporate surety bond or other security satisfactory to Lender in an
amount sufficient to discharge the lien plus any costs and attorneys’ fees, or other charges that could accrue as a
result of a foreclosure’ or-sale~lider the lien. In any contest, Grantor shall defend itself and Lender and shalt
satisfy any adverse judgment befere enforcement against the Property. Grantor shall name Lender as an additional
ohligee under any surety bond furnished in the contast proceedings.

Evidence of Payment. Gfarj'tor shall__IUpon demand furnish to Lender satisfactory evidence of payment of the taxes
or assessments and shall aitharize the appropriate governmental official to defiver to Lender at any time a written
statement of the taxes and assessments against the Property.

Notice of Construction. Grahtor'éhaﬂ _no'ﬁfy 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 mechanic's len, materialmen's lien, or
other lien could be asserted on‘account of the wark, services, or materials. Grantor will upon request of L.ender
furnish to Lender advance assurances satisfactory to Lender that Grantor can and will pay the cost of such
improvements. w0

PROPERTY DAMAGE INSURANCE. The follo‘wi‘n‘Q p"rovisic;ns relating to insuring the Property are a part of this Deed of
Trust. Lo A

Maintenance of Insurance. Grantor shall procure and maintain pelicies of fire insurance with standard extended
coverage endorsements on a fair value basis” for the full insurable value covering all Improvements on the Real
Property in an amount sufficient ta avoid application of any ceinsurance clause, and with a standard mortgagee
clause in favar of Lender, together with such dther hazard and liability insurance as Lender may reasonably require.
Policies shall be written in form, amounts, coverages and hasis reasonably acceptable to Lender and issued by a
company or companies reasonably acceptable tolender. Grantor, upon request of Lender, will deliver to Lender
from time to time the policies or certificates af insurance inform-gatisfactory to Lender, including stipulations that
caverages will not be cancelled or diminished without at least-thirty (30} days prior written notice to Lender. Each
insurance policy also shall include an endorsement proyiding thaticaverage in favor of Lender will not be impaired
in any way by any act, omission or default of Grantor or-any ather person. Should the Real Property be located In
an area designated by the Director of the Federal Emergency Management Agency as a special flood hazard area,
Grantor agrees to obtain and maintain Federal Flood Insurance; if available, within 45 days after notice is given by
Lender that the Property is located in a special flood hazard area, f0r the:full unpaid principal balance of the loan
and any prior liens on the property securing the loan, up to the maxjmilii.policy limits set under the National Flood
Ingurance Program, or as otherwise required by Lender, and to majitain suchiinsurance for the term of the loan.

Application of Proceeds. Grantor shall promptly notify Lender 9f any loss or damage to the Property. Lender may
make proof of loss if Grantor fails to do 50 within fifteen (15) ‘days of the casualty. Whether or not Lender's
security is impaired, Lender may, at Lender’s election, receive and retain the proceeds of any insurance and apply
the proceeds to the reducticn 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 restaratian and:repair, Grantor shall repair or
replace the damaged or destroyed Improvements in a manner satigtagtory to: Lender. Lender shall, upon
satisfactory proof of such expenditure, pay or reimburse Grantor fromi the proceeds for the reasonable cost of
repair or resteration if Grantor is not in default under this Deed of Trust. Any procegds which have not been
disbursed within 180 days after their receipt and which Lender has not:committed to~the repair or restoration of
the Property shall be used first to pay any amount owing o Lender under this Beed-of Frust, 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 paid without-interest to Grantor as
Grantor's interests may appear. Lo &

LENDER'S EXPENDITURES. If Grantor fails (A) ta keep the Property free of all taxes, fiens, $écurity interests,
encumbrances, and other claims, (B} to provide any required insurance on the Property, or .{C} td make repairs to the
Property then lender may do so. |f any action or proceeding is commenced that would matari_élly"affect Lender's
interests in the Property, then Lender on Grantor's behalf may, but is not required to, take any action that Lender
believes to be appropriate to protect Lender's interests. All expenses 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 datesof repayment
by Grantor. All such expenses will become a part of the Indebtedness and, at Lender's option;, will.-{A} e payable on
demand; {B) be added to the balance of the Note and be apportioned among and be payable with.any irstallment
payments to become due during either (1) the term of any applicable insurance policy; or {2} t__he_x_remai-n'ir]g:te"rm of
the Note: or (C) be treated as a balloon paymant which will be due and payable at the Note's maturity: The Deed of
Trust also will secure payment of these amounts. The rights provided for in this paragraph shall be_in addition to_any
other rights or any remedies to which Lender may be entitled on account of any default. Any such: agfion by, Lerider
shall not be construed as curing the default so as to bar Lender from any remedy that it otherwise would have had.

WARRANTY: DEFENSE OF TITLE. The fallowing provisions relating to ownership of the Property are a part Ko_f this_-D:ée.cIK;’
of Trust: L E

Title. Grantor warrants that; (a) Grantor holds good and marketable title of record to the Property in t‘éq Himp g,

free and clear of all liens and encumbrancas other than those set forth in the Real Property description “or in any’

title insurance policy, title repert, er final title opinion issued in favor of, and accepted by, Lender in connection : :

with this Deed of Trust, and {b} Grantor has the full right, power, and authority to execute and deliver this Deed of
Trust to Lender, o o

Defense of Title. Subject to the exception in the paragraph above, Grantor warrants and will forever defend the
title to the Property against the lawful claims of all persons. in the event any action or proceeding is commenced-

WA
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DEED OF TRUST
{Continued) Page 5

_fmam:mg statement on file evidencing Lender's security interest in the Rents and the Personal Property. Any
E-Freconveyance feq shall be paid by Grantor, if permitted by applicable law. The grantee in any reconveyance may be
" described as "the "person ar persons legally entitled thereto”, and the recitals in the reconveyance of any matters or
“facts shatrbe: concluswe proof of the truthfuiness of any such matters or facts.

EVENTS OF DEFAULT At Lender's aption, Grantor will be in default under this Deed of Trust if any of the following
happen E

‘:Paymem Default Grantor fails to make any payment when due under the Indebtedness.

Break ..Othqr F'r_om_ISBS. Grantor breaks any promise made to Lender or fails to perform pramptly at the time and
strictly i_r}.--th__e -rpanne'r_:provided in this Deed of Trust or in any agreement related to this Deed of Trust.

Compli_'?nc‘e Dé?ault.':;-"'i{_pilure to comply with any other term, obligation, covenant or candition cortained in this
Deed of Trust, the Note or in any of the Related Documents.

Default on Other_Ea'Ym'en_t'é{ Failure of Grantor within the time required by this Deed of TFrust to make any payment
for taxes or ins_ur‘anpe{_ orsany othar payment nacessary to prevent filing of or to effect discharge of any lien.

False Stateméi_‘uts.'" A-nﬁ-..rep:réggntation or statement made or furnished to Lender by Grantor or on Grantor's behalf
undar this Deed of Trust or the:Related Doocuments is Talse or misleading in any material respect, either now or at
the time made or furnished’ .~

Defective Collaterallzailon This -Deed of Trust ar any of the Related Documents ceases to be in full force and
effect (including faikite of ariy coilateral 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 Grantor, the insofvency of Grantar, the appointment af a receiver for any
part of Grantor's property; any asmgnmgnt for the benefit of creditars, any type of creditor workout, or the
commencement of any proceeding under-any bankrupicy of insolvency ltaws by or against Grantor.

Taking of the Proparty Any-greditar gr governmental agency tries to take any of the Property or any other of
Grantor's property in which Lendér Has a lien. This includes taking of, garnishing of or levying on Grantor's
accounts with Lender. However, if Grantor.disputes in good faith whether the claim en which the taking of the
Property is based is valid or reasonable;” and-if-Grantor gives Lender written notice of the claim and furnishes
Lender with monies or a surety bond sat:sfactory to Lender to satisfy the claim, then this default provision will not
apply. :

Breach of Qther Agreement., Any breach by Graﬂtor ‘under the terms of any other agreement between Grantar and
Lender that is not remedied within any grace perlod provided therein, including without limitation any agreement
cancerning any indebtedness or other obhgatmn of Grantor to Lender, whether existing now or later.

Events Affecting Guarantor. Any of the precedmg events occurs with respect to any guarantor, endorser, surety,
or accommodation party of any of the Indebtedness or any guarantor, endorser, surety, or accommadation party
dies or becomes incompetent, or revokes ar dlsputes the val|d|ty of, or liability under, any Guaranty of the
Indebtedness. :

Right to Cure. |f any default, other than a de\‘au".t in paymgn‘t is.kcurable and if Grantor has not been given a notice
of a breach of the same provision of this Deed of Trust within“the, preceding twelve (12) months, it may be cured if
Grantar, after receiving written notice from Lender demanding cure:of such default: (1) cures the default within
fitteen {156} days; or (2) if the cure requires more than fifteen {1 5} days, immediately initiates steps which Lender
deems In Lender's sole discretion to be sufficient to ture the tiefau'ﬁ and thereafier continues and completes all
reasonable and necessary steps sufficient to produce comphance‘ 45 soon as reasonably practical.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default 56urs. under this. Deed of Trust, at any time thereafter,
Trustee or Lender may exercise any one or more of the following rlghts and remedies:

Elaction of Remedies. All of Lender's rights and remedies will be cumulatwe and may he exercised alone or
together. An election by Lender to choose any one remedy willinot bar-Lender from using any other remedy. f
Lender decides to spend money or to perform any of Grantor's obllgatlons uhder this Deed of Trust, after Grantor's
tailure to do so, that decision by Lender will not affect Lender's right to. declare Gramor in default and to exercise
Lender's remedies. .

Accelerate Indebtedness. Lender shall have the right at its option to decfare the entne Indebtedness immediately
due and payable, including any prepayment penalty which Grantor would bé required to pay.

Foreclosure. With respect to all or any part of the Real Property, the Truszee shall have the right to exercise its
power of sale and to foreclose by notice and sale, and Lender shall-have:the fight 'to foreclose by judicial
foreclosure, in either case in accordance with and to the full extent provided by appilcable law.

UCT Remedies. With respact to all or any part of the Personal Property, L&nder shall have all the rights and
remedies of a secured party under the Uniform Commercial Code.

Collect Rents. Lender shail have the right, without notice te Grantor to take possessuon of and manage the
Property and collect the Rents, including amounts past due and unpaid, and apply the net proceeds over and
above Lender's costs, against the Indebtedness. In furtherance of this right, Lender may requite any tenant or
other user of the Property to make payments of rent or use fees directly to Lender. Itithe” Rends are.coflected by
Lender, then Grantor irrevocably designates Lender as Grantor's attorney-in-fact to enderse jnstruménts received in
payment thereof in the name of Grantor and ta negatiate the same and callect the proceeds. Payments By tenants
or other users to Lender in response 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 exermse ;ts rlghts under this
subparagraph either in person, by agent, or through a receiver. . ;

Appoint Receiver. Lender shall have the right to have a receiver appointed to take possession of all or- any part of
the Property, with the power to protect and preserve the Property, to operate the Praperty préceding ‘or pendmg
toreclosure or sale, and to collect the Rents from the Praperty and apply the proceeds, over and ahoye the cost of.
the receivership, against the indebtedness. The receiver may serve without band if permitted by:law. Lender's :
right to the appointment of a receiver shall exist whether or not the apparent vatue of the Property, exceeds thes
Indebtedness by a substantial amount. Employment by Lendar shall not disqualify a person from serwng
receiver.

Tenancy at Sufferance. If Grantor remains in possessmn of the Property after the Property is sold as pmmded
above or Lender otherwise becomes entitled to possession of the Property upon default of Grantar, Grantor: ‘shall.
become a tenant at sufferance of Lender or the purchaser of the Property and shall, at Lender's option, eithgr {11
pay a reasonable rental for the use of the Property, or {2} vacate the Property immediately upon the demahd of

LT
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DEED OF TRUST
{Continued) Page 7

~unlgss 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. If Lender does agree in writing to give up one of Lender's rights, that does not
~“mgan Grantor will not have 1o comply with the ather provisions of this Deed of Trust. Grantor alsa understands
that-if Lender does consent to a request, that does not mean that Grantor will not have to get Lender's consent
“again if the ‘situation happens again. Grantor further understands that just because Lender consents to one or
; more of Grantor's requests, that does not mean Lender will be required to consent to any of Grantor's future
':Krequests Grantor waives presentment, demand for payment, protest, and natice of dishonor.

Severablltty i a gourt finds that any provision of this Deed of Trust is not valid or should not be enforced, that
fadt-by itself “will: not mean that the rest of this Deed of Trust will not be valid or enforced. Therefore, a court will
enforce the rest of.thie provisions of this Deed of Trust even if a provision of this Deed of Trust may be found to be
invalid-ar unenferceable

Successors and:_ﬁssmns-. Subject to any limitations siated in this Deed of Trust on transter of Grantor's interest,
this Deed of Trust.ghall bie binding upon and inure to the benefit of the parties, their successors and assigns, If
ownership of the:Property becomes vested in a person other than Grantor, Lender, without notice to Grantor, may
deal with Grantor's'succesadrs with reference to this Deed of Trust and the Indebtedness by way of forbearance or
extension W|thout refeasmg Grantor fram the obligations of this Deed of Trust ar liability under the Indebtedness.

Time is of the Essence:” Tipie is'of the gssence in the performance of this Deed of Trust.

Waive Jury. All parties ‘to this Deed of Trust hereby waive the right to_any jury trial in any action, proceeding, or
counterclaim brought-by any party against any other party. (Initial Here

Waiver of Homestead ‘Ex_emptian. “Grantor hereby releases and waives all rights and benefits of the homestead
exemption laws of the State of Washington as to all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The following we'fds shall*have the following meanings when used in this Deed of Trust:
Beneficiary. The word " Benefici'ary" m-eEne PEQPLES BANK, and its successors and assigns.

Borrower. The word "Borrower" rneans RONALD KESTI JR and KRISTINA KEST! and in¢ludes all co-signers and
co-makers signing the Note and Al their suCcessors and assigns.

Deed of Trust. The words "Deed of Trust“ mean this Deed of Trust amang Grantor, Lender, and Trustee, and
inciudes without limitation all assugnment and ‘security interest provisions relating to the Personal Property and
Rents, i

Event of Default. The words "Event of Default" mean ‘any of the events of default set farth in this Deed of Trust in
the events of default section of this Deed of Trust.

Grantor. The word "Grantor” means HONALD I(ESTi JR and KRISTINA KESTI.

Guaranty. The word "Guaranty" means the: gueranty from guarantor, endorser, surety, or accommodation party to
Lender, including without fimitation a guaranty of ali or part of the Note.

Improvements. The word “improvements” means all existing and future improvements, buildings, structures,
mobile homes affixed on the Real Property, facthtles,, addltmns replacements and other construction on the Real
Property.

Indebtedness. The word "Indebtedness" mesns allx_princ:lpal, intel;est-, and other amounts, costs and expenses
payable under the Mote or Related Documents, together with all renewals of, extensions of, modifications of,
consolidations of and substitutions for the Note or Reiated Docuiments and any amounts expended or advanced by
Lender to discharge Grantor's obligations or expenses incurred by-Trustee or Lender to enforce Grantor's
obligations under this Deed of Trust, together with interést-en such _amounts as provided in this Deed of Trust.
Specifically, witheut limitation, indebtedness includes all amounts that, may be indirectly secured by the
Crass-Collateralization provision of this Deed of Trust. ; :

Lender, The ward "Lender" means PEOPLES BANK, its sueeessors and .fassigns. The words "successors ot
assigns" mean any person or company that acquires any interest in the Note.

Note. The word "Note” means the promissory note dated August-21; 2009;_in the original principal
amount of $70,000.00 from Grantor to Lender, together with all rengwals 6f, extensions of, modifications of,
refinancings of, consolidations of, and substitutions for the promissory note or agregment.

Personal Proparty. The words "Personal Property” mean all equipment, fixtures; and other articles of personal
property now or hereafter owned by Grantor, and now or hersafter attached or-affiXed to the Real Property;
together with all accessions, parts, and additions to, all replacements of, and_all substitutions for, any of such
property; and together with all issues and profits thereon and proceeds linctuding.: W|thout fimitation ail insurance
proceeds and refunds of premiums) from any sale or other disposition of the Property:

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

Real Property. The words "Real Proparty” mean the real property, interests and ughte. as furth r:'descnbed in this

Deed of Trust.

Related Documents. The words "Related Documents” mean all promissory notes, credlt agreements loan
agreements, guaranties, security agreements, mortgages, deeds of trust, security deeds; cdllateral mertgages, and
all other instruments, agreements and documents, whether now or hereafter existing, executed v tonnection with
the indebtedness; provided, that the environmental indemnity agreements are not "Related Documents and are
not secured by this Deed of Trust. " 5,

and

Rents. The word "Rents™ means all present and future renis, revenues, income, issues, royaltues prohts,
other benefits derived from the Property. ;

Trustee, The word "Trustee” means Land Title Co. of Skagit County, whose mailing address-| |5

Ge'otge
Hopper Rd, Burlington, WA 98233 and any substitute or successor trustees. . .

WA
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