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DEED OF TRUST

DATE: February 1, 2002

Reference # (if applicable) A—g -E
Grantor(s):
1. BAILEY, BRIAN. H _
2. BAILEY, SANDRA C

Grantee(s)
1. Whidbey Island Bank .
2. Land Title Company , Trustee

Additional on page

Legal Description: Lot 13 & ptn 12&14 Blk 1323, North Pacific Add. Additional on page |

Ro k Rld%e ‘Survey
Assessor's Tax Parcei Ny 3809-323—018-0

THIS DEED OF TRUST is dated Februa'ry"‘-:..'_l, 2002, among BRIAN R BAILEY and SANDRA C
BAILEY; husband and wife ("Grantor"); Whidbey island Bank, whose mailing address is
Anacortes Office, 2202 Commercial Ave., P.O. Box 320, Anacortes, WA 98221 (referred to
below sometimes as "Lender" and sometimes as’ “Beneﬂclary“), and Land Title Company ,
whose mailing address is PO BOX 445, BURLINGTON WA 98233 (referred to below as

“Trustee").




DEED OF TRUST

‘CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys fo Trustee in trust with power of sale, right
~of-eniry and possession and for the banefil of Lender as Beneficlary, ali of Grantor's right, title, and interest in and to the
following described real property, together with all existing or subsequently erected or affixed buildings, improvements and
fidtures; all sasements, rights of way, and appurtenances; all water, waler rights and ditch rights (including stack in utilities
with ditch or irrigation rights); and all other rights, royalfies, and profits relating to the real {t]! dperty, including without limitation
all minerals, oil, gas, geothermal and similar matters, {the "Real Property") located in Skagit County, State

of Washmgton- L

See EXHIBIT "A" which is attached to this Deed of Trust and made a part of this Deed of
Trust. as it fully set forth herein.

The Real Property or. I‘IS address is commonly known as 3802 W 12TH ST, ANACORTES, WA
98221-4537. The Real Prcperly tax identification number is 3809-323-018-0100

Grantor hersby ass;gns as secunty to Lender, all of Grantor's right, title, and interest in and to all lsases, Rents, and profits of
the Property. This assignment’is re¢orded in accordance with RCW 85.08.070; the lien created by this assignment is intended
to be specific, perfected and choate upon the recording of this Deed of Trust. Lender grants to Grantor a license to coliect
the Rents and profits, which license may | be revoked at Lender's option and shall be automatically revoked upon acceleration
of all or part of tha Indebtadnass ’ "

THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS
ANDC PERSONAL PROPERT_Y, A8 GIVEN TO SECURE (A) PAYMENT OF THE INDERTEDNESS AND [B)
PERFORMANCE OF ANY AND ALL OBLIGATIONS UNDER THE NOTE, THE RELATED DOCUMENTS, AND THIS DEED
OF TRUST. THIS DEED OF TRUST 1S GIVEN AND ACCEPTED ON THE FOLLOWING TERMS: :

PAYMENT AND PERFORMANCE. Exoept ag.-Otherwise provided in this Deed of Trust, Grantor shall pay to Lender all
amounts secured by this Dead of Trust as they become due, and shall strictly and in a hmer manner perform all of Grantor's
obligations under the Note, this Deed of Trust, and the Related Documents.

POSSESSION AND MAINTENANCE OF ‘THE- PROPERTY Grantor agrees that Grantor’s possession and use of theProperty
shall ba governed by the following prowsmns 2

Possession and Use. Until the occurrenoe of an Event of Default, Grantor may (1) remain in possession and control of
the Property; (2) use, operate or manage:the Property;: and (3) collect the Rents from the Property (this privilege is a
license from Lender to Grantor automalicaily : ‘nevoked upon default). The following provisions relale 1o the use of the
Property or to other limitations on the Property The [Real Property is not used principally for agricuttural purposes.

Duty to Maintain. Grantor shall maintain the. Property in good condition and promptly perform all repairs, replacements,
and maintenance necessary to preserve its value:.

Compllance With Environmental Laws. Grantor represents and warrants to Lender that: (1) During the period of
Grantor's ownership of the Properly, ihere has been no use, generation, manufacture, storage, treatment, disposal,
release or threatened release of any Hazardous Substance by any person on, under, about or from the Property; (2)
Grantor has no knowladge of, or reason o believe that there has been, except as previcusly disclosed to and
acknowledged by Lender in writing, (a) any breach or violation of any Environmental Laws, (b) any use, gsneration,
manufacture, storage, treatment, disposal, release or thnaai_ened release of any Hazardous Substance on, under, about
or from the Properly by any prior owners or occupanis:ofthe Properly, or (¢) any actual or threatened lifigation or
claims of any kind by any person relating to such matters; and-{3) Except.as previously disclosed to and acknowiedged
-by Lender in.writing, (a) neither Grantor nor any tenant, contractof, agent or nther authorized user of the Property shall
use, ganerate, manulacture, store, treat, dispose of or release any Hazerdous Substanca on, under, about or from the
Property; and (b) any such activity shail be conducted in complidnce with ali @pplicable faderal, state, and local laws,
regulations and ordinances, including without limitation all Environmental Laws. Grantor authorizes Lender and its
agents to enfer upon the Property to make such inspecticns and tests, al-Grantor's expense, as Lerder may deem
appropriate to determine compliance of the Property with this section of the Deed of Trust, Any inspections or tests
made by Lender shall be for Lender's purposes only and shall not bs construed-16 create any responsibility or hability on
the parl of Lender to Grantor or to any other persan. Tha representations and ‘warranties contained herein are based on
Grantor's due diligence in invesligating the Properly for Hazardous Substancas Grantor hereby (1) releases and
waives any future claims against Lender for indemnity or contribution in the event Grantor becomes liable for cleanup or
other costs under any such laws; and (2) agrees to indemnify and hold harmless Lender against any and all claims,
losses, liabilities, damagas, penalties, and expenses which Lender may directly. or 1nd|recﬂy sustain or suffor resulting
from a breach of this section of the Deed of Trust or as a conseguence of any use, ganerahon, manufacture, storage,
disposal, release or threatened release occurring prior to Grantor's ownership or interest jn'the Property, whether or not
the same was or should have been known to Grantor. The provisions of this saction of the Deed-of Trust, including the
obligation to indemnify, shall survive the payment of the Indabtedness and the satisfacfion and.reconveyance of the lien
of this Deed of Trust and shall not be affectad by Lender's acquisition of any mteresi |n the Property. whether by
foreciosure or otherwise.

Nulsance, Waste. Grantor shall not cause, conduct or permit any uisance nor cummlt permut or suffar any siripping of

or waste on or to the Property or any portion of the Property. Without limiting the generality of the: foregoung, Grantor wil

not removea, or grant 1o any other parly the right to remove, any timber, minerals (mcludmg oiJ and gas) coal clay,
scoria, 50il, gravel or rock products without Lender's prior written consent.

Removal of Improvemenis. Grantor shall not demolish or remove any Improvements from the Regl Property wlthout
Lender's prior written consent. As a condition to the removal of any Improvements, Lendar may ragiiirs: Gran!or to make
arrangements satisfactory to Lender to replace such Improvements with Improvaments of at least equal value

Lender’s Right to Enter. Lender and Lender's agents and representatives may entsr upon the Red Pruparfy at gt
reasonable times to attend to Lender's interasts and to inspect the Real Property for purposes of Grantor's complianoe
with the terms and conditions of this Deed of Trust.

Compliance with Governmental Requirements. Grantor shall promptly comply, and shall promptly causs: compllance i
by all agents, tenants or other persons or entiies of every nature whatsoever who rent, lease or otherwise use or.accupy:’
the Properly in any manner, with afl laws, ordinances, and reguiations, now or hereafler in effact, of all govérnmental

(Continued) - Page 2t o

authorities applicable to the use or occupancy of the Property. Grantor may contest in good faith any such law,

ordinance, or regulation and withhold compliance during any prooaedmg, including appropriate appeals, so long as -~
Grantor has nofified Lender in writing pricr to doing so and so long as, in Lender's sole opinion, Lender's interests in the -
Property are not jeopardized. Lender may require Grantor to post adequate security or a surefy bond, reasonably
safisfactory 1o Lender, to protect Lender's interest.

Duty to Protect. Grantor agrees neither to abandon or leave unattended the Propsrty. Grantor shall do all other acts, in

R
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DEED OF TRUST
(Continued) Page 3 :

:.adi:irtlon to those acts set forth above in this section, which from the character and use of the Property are reasonably
naoessary 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 Note or other document evidencing
the Indebledness and impose such other conditions as Lender desms appropriate, upon the sale or transfer, without Lender's
prior:written conserit, of all or any part of the Real Property, or any interest in the Real Property. A "sals or lransfer” means the
convayance of Real Property or any right, tille or interest in the Real Property; whather legal, beneficial or equitable; whether
voluntary-or irivoliintary; whether by oulright sale, deed, installment sale contract, land contract, contract for deed, leasehold
intarest with aterm-greater than three (3} years, lease—option contract, or by sale, assignment, or transter of any beneficial
interest in or to any land trust holding title to the Real Property, or by any other msthod of conveyance of an interest in the
Real Property.* Howevsr thls oplion shall not ba exercised by Lender if such exercise is prohibiled by federal law or by
Washington iaw

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

Payment. Grantor® shall pay.when due {(and in all events prior fo delinquency) all taxes, special taxes, assessments,
charges (including weter and sewer), fings and impaositions levied against or on account of the Properly, and shall pay
when due all claims forwark done on or for services renderad or material furnished to the Property. Grantor shall
maintain the Property froa of all liens having priority over or equal to the interest of Lender under this Deed of Trust,
excepl for the lien of taxes and assessments not due, except for the Existing Indebtedness referred to below, and except
as otherwise provided in thrs Beed of Trust,

Right 1o Conlest. Granlur may wrthhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the obligation $0 pay, s¢.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
discharge the lien plus any costs and atiorneys’ fees, or other charges that could accrue as a result of a foreclosure or
sale under the lien. In any conlest; Grantor'shall defend itself and Lender and shall satisfy any adverse judgment before
anforcement against the Property. Grantor shall name Lender as an addifional obligee under any surety bond furnished
in the contest proceedings.

Evidence of Payment. Grantor shail upun demand furnish to Lender salisfactory evidence 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 Proper‘ty

Notice of Construction. Grantor shall not:fy Lendsr al least fifteen (15) days before any work is commenced, any
services are furnished, or any materials are suppl!__ed to-the Property, if any mechanic's lien, materialmen’s tien, or other
lien could be asserted on account of the work,Services, or materials. Grantor will upon request of Lender furnish to
Lender advance assurances satisfactory to Lender-that Grantor can and will pay the cost of such improvements.

PROPERTY DAMAGE iINSURANCE. The foliowing provrsrons relating to insuring the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and mamtaln policies of fire insurance with standard extended
coverage endorsements on a replacement basis for the full-insurable vafue covering all Improvemants on the Real
Property in an amount sufficient to avoid application of any coinsuranice clause, and with a standard morigagee clause in
tavor of Lender, togsther with such other hazard and liability.insurance as Lender may reasonably require. Policies shall
be written in form, amounts, coverages and basis redsonably accepiable to Lender and issued by a company or
companies reasonably acceptable to Lender. Grantor, upan:request .of Lender, will deliver to Lender from time to time
the policies or cerlificates of insurance in form satisfactory"-tq Lender, intluding stipulations that coverages will not be
cancefied or diminished without at least tan (10) days prior wiitten nolice-to, Lender. Each insurance policy also shall
include an endorsement providing that coverage in favor of Lenderwill not be |mpa|red in any way by any act, omission
or default of Grantor or any other person. Should the Real Properly ba located i an arsa designated by the Director of
the Fegleral 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 ficod hazard area, for the fulk unpaid principal balance of the loan and any-prior liens on the property securing
the loan, up to the maximum policy limits set under the National Flood- Ensurance Program, or as otherwise required by
Lender, and to maintain such insurance for the term of the loan.

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damaga ta the Property. Lender may
make proof of loss if Grantor fails to do so 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 6f any.insurance ‘and apply the proceeds to
the reduction of the Indebtedness, payment of any lisn affecting the Properdy, or the restoration and repair of the
Property. If Lender elects to apply the proceeds to restoration and repair, Grantor shall rapair or replace the damaged or
destroyed Improvements in a manner satistactory to Lender. Lender shall, upon satisfactory proof of such expenditure,
pay or reimburse Granlor from the proceeds for the reasonable cost of repair or rasigration if-Grantor is not in detault
under this Deed of Trust. Any proceeds which have not been disbursed within 180 days affer their raceipt and which
Lender has not committed to the repair or restoration of the Property shall be used-first fo pay any amount owing to
Lender under this Deed of Trust, then to pay accrued interest, and the remainder, if any;'shall be dpplied to the principat
balance of the Indebtedness. If Lendsr holds any proceeds after payment in full of the Indabtedness, such proceeds
shall be paid without inferest to Grantor as Grantor's interasts may appear.

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

Compllance with Existing Indebtedness. During the period in which any Existing Indebtedness: descnbed below s in
effect, compliance with the insurance provisions contained in the instrument evidencing such Existing Indebtedness shall
constitute compliance with the insurance provisions under this Deed of Trust, to the extent compliance ‘with theterms, of
this Deed of Trust would constitute a duplication of insurance requirement. If any proceeds from the insirance. bacome,_
payable on loss, the provisions in this Deed of Trust for division of proceeds shall apply only fo that porhan of the
proceeds not payable to the holder of the Existing Indebtedness.

LENDER’S EXPENDITURES. |If Grantor fails (A} to keep the Property free of all taxes, liens, sacunty mterests
encumbrances, and other claims, (B) to provide any required insurance on the Property, (C) to maks repairs. o the
Property or to comply with any obligation to maintain Existing Indebtedness in good standing as required below, then Lender -
may do so. If any action or proceeding is commenced that would materially affect Lander’s interests in the Property, thef .~
Lender on Grantor's behalf may, but is not required to, take any action that Lender believes to be appropriate to protect”
Lender's intorests. All expenses incurred or paid by Lender for such purposes will than bear interest at the rate chargad
under the Note from the date incurred or paid by Lender to the date of repayment by Grantor. All such expenses will become
g part of the Indebtedness and, at Lender’s option, will (A) be payable on demand; (B) be added to the balance of the .7
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DEED OF TRUST
(Continued) Page 4

Note and be apportionad among and be payable with any instalimant payments tc become dug during either (1) the term of
‘any applicable Insurance policy; or (2) the remaining ferm of the Note; or (C) be treated as a balloon payment which will be
-k_due and payable at the Note's maturity. The Deed of Trust also will secure payment of these amounts. The rights providsd
for in.this paragraph shall be in addition to any other rights or any remedies to which Lender may be entitied on account of
any dafault. Any such action by Lender shall not be construed as curing the default so as to bar Lender from any remedy that
it othanmse would hava had.

WARFIANTY, DEFENSE OF TITLE. The following provisions relating to ownership of the Property are a part of this Deed of
Trust:,

Tltle Grantor wamants that: (a) Grantor holds good and marketable title of record to the Property in fee simpls, free
and clear oFall-liens and encumbrances other than those set forth in the Real Property description or in the Existing
indebtedness ‘section-halow or in any fiie insurance policy, tite report, or final tile 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 delwer this. Daad of Trust to Lender.

Detense of Title: Subjecl tothe exception in the paragraph above, Grantor warrants and will forever defend the title to
tha Property agamst the-lawful'claims of all persons. In the event any action or praceeding is commenced that questions
Grantor's tile or'the interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the action at Grantor’s
expenss. Grantor may be the fominal party in such proceeding, but Lender shall be entitled fo paricipate in the
proceeding and to be represeiited in the proceeding by counsel of Lender's own choice, and Grantor will deliver, or
cause to be dsliversd, lo Lender such instruments as Lander may request from time o fime to permit such participation.

Compliance With Laws. Grantor warrant; that tha Property and Grantor's use of the Property compiies with all existing
applicable laws, ordinances, and regulahons of governmental authorities.

Survival of Promises. Al promlsas, agreemeants, and statements Grantor has made in this Deed of Trust shall survive
the axecution and dellvery of this Deed:of Trust, shall be continuing in nature and shall remain in full force and effect until .
such time as Grantor's Indebtednass is pald I fuil,

EXISTING INDEBTEDNESS. The followmg pro\nsmns concerning Existing Indebtedness ara a part of this Deed of Trust:

Existing Lien. The lien of this Deed" ‘of Trust securing the Indebtedness may be secondary and Inferior to an existing
lien. Grantor expressly covenants‘and agraés to.pay, or see to the payment of, the Existing Indebledness and lo pravent
any default on such indebtedness;, &@ny default under the instruments evidencing such indebtedness, or any default‘
under any security documents for such’ Indebtednass

No Modification. Grantor shall not entar into any agraemant with the holder of any mortgage, deed of trust, or other
security agreement which has priority over:this Deed of Trust by which that agreement is modifiad, amended, extended,
or renewed without the prior written consent of Lendeér. Granlor shall neither request nor accept any future advances
under any such security agreement without the prior written consent of Lender.

CONDEMNATION. The following provisions relating to condemnation proceedings are a part of this Deed of Trust:

Proceedings. If any proceeding in condemnation: is filed, Grantor shall promptly notity Lender in writing, and Grantor
shall promptly take such steps as may be necessary to defend the action and obtain the award. Grantor may be the
nominal parly in such proceeding, but Lender shall be entitied-to participate in the proceeding and to be represented in
the proceading by counsel of its own choice all at Grantor's expense, &nd Grantor will deliver or cause to be delivered to
Lender such instruments and documentiation as may be requeslad by Lender from time o time to permit such
participation.

Application of Net Proceeds. If all or any part of the Property is. ccndamned by aminent domain proceedings or by any
proceeding or purchase In lieu of condemnation, Lender may at its elgction require that all or any portion of the net
proceeds of the award be applied to the indebtedness or the tapair or restaralion of the Property. The net proceads of
the award shall mean the award after payment of all reasonable costs expanses, and attorneys' feas incurred by Trustes
or Lender in conneclion with the condemnation.

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES The following provisions ralahng to
governmental taxes, fees and charges are a part of this Deed of Trust:

Current Taxes, Fees and Charges. Upon request by Lender, Grantor shall execute such documents in addition to this
Deed of Trust and take whatever other action Is requested by Lender to perfect-and continue Lender’s lien on the Real
Property. Granlor shall reimburse Lender for all taxes, as descrived below, together with all expenses incurred in

recording, perfecting or continuing this Deed of Trust, including without l|m!tahon all taxes, fees documentary stamps, re

and other charges for recording or registering this Deed of Trust.

Taxes. The following shall constitute taxes fo which this saction applies: {1) a speclﬁc tax upcn this type of Deed of
Trust or upon all or any part of the Indebltedness secured by this Deed of Trust; (2)* & specific tax on Grantor which
Grantor is authorized 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 Note: and (4) a specific tax
on &li or any portion of the Indebtedness or on payments of principal and interest made. by Grantor

Subsequent Taxes. If any tax to which this seclion applies is snacted subsequent to' the date of Ihls Deed of Trust, this
event shatl have the sama affect as an Event of Default, and Lender may exercise any orall of jts available remedies for
an Event of Default as provided below unless Grantor either (1) pays the tax before it becomes delinguent, or (2)
contests the tax as provided above in the Taxes and Liens section and deposits with- Lender cash or a suﬂicient
corporate sursly bond or other security salisfactory to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions relating to this Daed of Trust as a securily
agreament are a part of this Deed of Trust:

Security Agreement. This instrument shall constitute a Security Agreement to the extent any of the Froparty conshtules
fixtures, and Lender shall have all of the rights of a securad party under the Uniform Commaercial Coda as amended from
time to time.

Security Interest. Upon request by Lender, Grantor shall execule financing statements and take whatever other action

is requested by Lender lo perfect and confinue Lender's security inferest in the Personal Property. In-addition to .
recording this Deed of Trust in the real proparty records, Lender may, at any time and without further authorization from:
Grantor, file executed counterparts, copies or reproductions of this Deed of Trusi as a financing statement. Grantor'shall -~
reimburse Lender for all expenses incurred in perfscting or continuing this security interest. Upon default, Grastor shall s
not remove, sever or delach the Personal Property from the Property. Upon default, Grantor shall assemble; any .-
Personal Property not affixed to the Property in a manner and at a place reasonably convenient to Grantor and Lend'er.--“‘
and make it available to Lender within three (3) days after receipt of written demand from Lender to the extent permrtted

by applicable law.

Addresses. The mailing addresses of Grantor (debior) and Lender (secured party) from which information concerning .
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DEED OF TRUST
(Continued) , Page 5

:'the:"'sat":urity interes! granted by this Deed of Trust may be oblained (sach as required by'the Uniform Commercial Code)
-"arg'as stated on the first page of this Deed of Trust.

FURTHER ASSUFIANCES ATTORNEY-IN-FACT. The foliowing provisions relating to further assurances and
attorney—-m—fact are a part of this Deed of Trust:

gFunher Assurances At any time, and from time to time, upon raquest of Lender, Grantor will make, execute and
‘deliver, or wilf cause fo be made, executed or delivered, to Lender or to Lenders designee, and when requested by
Lender, cduse to be flled, recorded, refiled, or rerecorded, as the case may be, at such times and in such offices and
places “as .Lendér ‘may deem appropriate, any and all such morigages, deeds aof trust, security deeds, sacurily
agreements finaricing statements, continuation statements, instruments of further assurance, certificates, and other
documents as may,.in.the sofe opinion of Lender, be necessary or desirable in order o effectuate, complets, perfect,
continue; or-preserve- (1} Granlor'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 acquired
by Grantor. Unless prohibited by law or Lender agrees lo the contrary in writing, Grantor shall reimburse Lender for afl
cosls and expenses. ihcufred.in connection with the matters referred to in this paragraph.

Attomey—ln—Fact A Grantor fails to do any of the things refarred to In the preceding paragraph, Lender may do so for
and in the nare_af Grantar rid at Grantor's expense. Eor such purposes, Grantor hereby irrevocably appoints Lender
as Grantor's attdrney~in-fact fof the purpose of making, executing, delivering, filing, recording, and doing all other things
as may be necessary or desweble in Lender's sole opinion, to accomplish tha matlers referred to in the preceding
paragraph.

FULL PERFORMANCE. i Grantm' pays a'.t 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 to Grantor syitable statements of termination of any financing statement on file evidencing Lender's
security interest in the Rents and:.the Perspnal Property. Any reconveyance fee shall be paid by Grantor, if permitted by
applicable law. The grantee in any reconveyance may be described as the "person or persons legally entitied theretc”, and
the recitals in the reconveyance of any matters or ‘facts shall be conclusive proof of the truthfulness of any such matters or
facts.

EVENTS OF DEFAULT. AtlLender's optton, Grantor will be in default under this Deed of Trust if any of the following happen:
Payment Default. Grantor fails to make any payment when due under the Indebtedness.

Break Other Promises. Grantor breelss any promise made to Lender or fails to perform promplly at the time and strictly
in the manner provided in this Deed of Trust or inany agreement related to this Deed of Trust.

Compliance Default. Failure to comply with any other tefm, obligation, covenant or condition contained in this Deed of
Trust, the Note or in any of the Related Documents. 4f such a failure is curable and if Grantor has not been given a
notlice of a breach of tha same provision of this Bead of Trust within the preceding twelve (12) months, it may be curad
{and no Event of Default will have cccurred) if-Grantor, after Lender sends written notice demanding cure of such failure:
(&) cures the failure within thirty (30) days; or- (b) if the cure requires more than ihirty (30) days, immediately inifiates
steps sufficient to cure the failure and thereafter.continues and completes alf reascnable and necessary steps sufficient
to produce compliance as soon as reasonably pracllcal

Default on Other Payments. Failure of Grantor within the time requlred by this Deed of Trust to make any payment for
taxes or insurance, or any other payment necessary to prevent fiitng ef or to effect discharge of any lien.

False Stalements. Any representation or statement made or furmshed to Lender by Grantor or on Grantor's behalf
under this Deed of Trust or the Related Documents is false or mlsleadmg in any material respect, either now or at the
time made or furnished.

Defeclive Collaterallzation. This Desd of Trust or any of the Retated Documents ceases to be in full force and effect
(including failure of any collateral document to create a valid and perfected secunty interest or lien) at any time and for
any reason.

Dezth or Insolvency. The death of any Grantor, the insolvency of Grantor the appomtment of a receiver for any part of
Grantor's property, any assignment for the benefit of creditors, any, type of creditor workout, or the commencement of
any proceeding under any bankrupicy or insolvency laws by or against Grantqr

Taking of the Property. Any creditor or governmental agancy tries to take any ot the: Property or any ofher of Grantor's
proparty in which Lender has a lien. This includes taking of, garnishing of orlevying on'Grantor's accounts with Lender,
However, if Granter disputes in good faith whether the claim on which the taking of the: Property is based is valid or
reasonable, and if Grantor gives Lender written nofice of the claim and furnishes Lender wnth monies or a surety bond
satisfactory to Lender to satisfy the claim, then this default provision will not appty

Breach of Other Agreement. Any breach by Grantor under the terms of any ether egreement between Grantor and
Lender that is not remedied within any grace period provided thereirt, including -without limitation any agreement
concerning &ny indebtedness or other obligation of Grantor to Lender, whether emstmg now or Iater

Evenis Aftecling Guarantor. Any of the preceding evenis occurs with respect to any guarantcr endorser, surety, or

accommodation party of any of the Indebtedness or any guarantor, endorser, surely. or-dccommedation party dies or

becomes incompetent, or revokes or disputes the validity of, or liability under, any Guaranty of the“Indebtedness. In the

event of a death, Lender, at s option, may, but shall not be required lo, permit the guerantor’s estate to assume

;ncondtttonatty the obligations arising under the guaranty in a manner safistactory to Lender. end m domg 80, cure any
vent of Default.

Existing Indebledness. The payment of any instaiment of principal or any interest on the Exishng lndebtedness is not
made within the time required by the promissory note evidencing such indebtedness, or & defaull-occurs under the
instrument securing such indebiedness and is not cured during any appiicable grace period in such tnstrument ur any
suit or other action is commenced to foreclose any existing lien on the Property.

Right to Cure. If such a failure is curable and if Grantor has not been given a notice of a breach of the same provismn
of this Dead. of Trust within the preceding twelve (12} maonths, it may be cured (and no Event of Defautt will have.
occurred) if Grantor, after Lander sends written notice demanding cure of such failure: (a) cures the failure within thirty ™
(30) days; or (b} if the cure requires more than thirty (30) days, immediately initiates steps sufficient to cure the failure
and thereaftsr continues and completes all reasonable and necessary steps sufficient to produce compllanoe as soort as
reasonably practical, &

RIGHTS AND REMEDIES ON DEFALLT. If an Event of Default occurs under this Deed of Trust, at any time thereafter
Trustes 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 exercised alone or together T
An slection by Lender to choose any one remedy will not bar Lender from using any other remedy. If Lender decides to

spend money or to perform any of Grantor’s obligations under this Deed of Trusl, after Grantor’s failure to do so, that

L
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i -*de_r.-:iéion by Lender will not affect Lender’s right to declare Grantor in default and to exercise Lender's remedies.

" -Acceferate Indebtedness. Lender shail have the right at its option to declare the entirs Indebledness immediately due
and payable, Including any prepayment penaity which Grantor would be required to pay.

“Foreclosure. With respect to all or any part of the Real Property, the Trustae shall have the right to exercise its power of
: sale and 15 foraclose by nofice and sale, and Lender shall have the right to foreclose by judicial foreclosure, in either
-ase in aecordance with and to the full extent provided by applicable law.

uce Remedles With respect fo all or any part of the Personal Property, Lender shall have all the rights and remedies of
a secured party under the Uniform Commercial Code.

Collect. nm Lender shall have the right, without notice to Grantor to take possession of and manage the Property
and collect the Rents; including amounts past due and unpaid, and apply the net proceads, over and above Lender's

costs, against the indebtedness. In furtherance of ihis right, Lender may raquire any tenant or other user of the Property
to make payments of rent ar use fees diractly to Lender. |f the Rents are collectad by Lender, then Grantor irevocably
dasignates Lender as Grantor's attorney—in-fact to endorse instruments received in payment thereof in the name of
Grantor and to negotleie thia same and collect the proceeds. Payments by tenants or other users to Lender in response
to Lender's démand shall safisfy the obligations for which the payments are made, whether or not any proper grounds
for the demand existed.. Lender may axercise its rights under this subparagraph either in person, by agent, or through a
receiver.

Appoint Receiver. Lander 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 Property preceding or pending foreclosure’
or sale, and to collect the Renis from'thg Property and apply the procaads, over and above the cost of the receivership,
against the Indebtedness.’ The receiver may serve without bond if permitted by law. Lender’s right to the appointment
of a receiver shall exist whether or not the apparent value of the Property exceads the Indebtedness by a substantial
amount. Employment by Lender shall not disqualify a person from serving as a recaiver.

Tenancy at Sufferance, If Granlor remams in possession of the Property after the Property is sold as provided above or
Lender otherwise becomes entitied to possession of the Praperty upon default of Grantor, Grantor shall become a
tenant at sufferance of Lender of the purchaser of the Property and shall, at Lender's option, either (1) pay a
reasonable rental for the use of the Property,-or (2) ‘vacafe the Property immediaisly upon the demand of Lender.

Other Remedles. Trustes or Lender shall heve any other right or remedy providad in this Deed of Trust or the Noie or
by law.

Notice of Sale. Lender shall give Grantor reasonable nonce of the time and plaoe of any public sale of the Personal
Properly or of the time after which any private sale or other intended disposition of the Personal Property Is to be made.
Reasonable notice shall mean notice given at least ten (10) days before the time of the sale or disposition. Any sala of
Personal Property may be made in conjunction with’any sale of the Real Property.

Sale of the Property. To the extent permitied by applicable law, Grantor heraby waives any and all rights to have the
Property marshalied. n exercising its rights and-remadies, the Trustee or Lander shall be free to sell all or any part of the
Property together or separately, in one sale or by separate sales Lender shall he entitled to bid at any public sale on all
or any portion of the Property.

Attorneys’ Fees; Expenses. [f Lender institutes any suit. or acﬂon ta enforce any of the terms of this Dead of Trust,
Lender shall be entitied to recover such sum as the courl may adjudge reasonable as attomeys’ fees at trial and upon
any appeal. Whather or not any court action is involved, and to the exient not prohibited by law, all reasonable
expenses Lender incurs that in Lender’s opinion are nacessary &t &ny time for the protection of its interest or the
enforcement of its rights shall become a part of the Indebiedriess payable. on demand and shall bear interest at the Nole
rate from the date of the expenditure unlil repaid. Expenses.covered by this paragraph include, without kmitation,
however subject to any limits under applicable law, Lendar’s attorneys’ fees and'Lender’s legal expenses, whether or not
there Is a lawsuit, including attorneys’ fees and expenses for bankruptoy proceedings {including efforts to modify or
vacaie any automatic stay or injunction), appeals, and any anticipated post—rudgment collection services, the cost of
searching racords, obltaining fite reports (inctuding foreclosure reports), surveyors' reports, and apopraisal fees, fille
insurance, and fees for the Truslee, to the extent permitted by appbcable Jaw. Grantor alsp will pay any court costs, in
addition to all other sums provided by law.

Rights of Trustee. Trustee shall have all of the rights and duties of Lender as sel forth in thls section.

POWERS AND OBLIGATIONS OF TRUSTEE. The following provisions relalmg 10 the powers and obligations of Trustee
(pursuant o Lender's instructions) are part of this Deed of Trust:

Powers of Trustee. In addition to all powers of Trustee arising as a matter uf law Trustee shall have the power to take
the following actions with respect to the Property upon the written request of Lender and Grantor (a) join in preparing
and fling a map-or plat of tha Real Property, including the dedication of streets or other rights o the public; (b) join in
granting any easement or crealing any restriction on the Real Property; and (¢): join in any suberdlnaﬂon or other
agreemeant atfecting this Desd of Trust or the interast of Lander under this Deed of Trust

Obligations to Nofify. Trustee shall not be obiigated to netify any othar party of a pendmg sale under any ather trust
deed or lien, or of any action or proceeding in which Grantor, Lender, or Trustee shallbe'a perty, unless required by
applicable law, or unless the action or proceeding is brought by Trustee.

Trustee. Trustee shall meet all qualifications required for Trustee undar applicable law. ln eddltion to-ihe rights and
remedies sel forth above, with respect to all or any part of the Property, the Trustee shall hava ihe'right to foreclose by
notice and sale, and Lender will have the right to foreclose by judicial foreclosure, in either case |n accordance wrth and
to the full extent provided by applicable law.

Successor Trustee. Lender, at Lender's option, may from time fo time appoint a successor Trustee to’ any Trustee
appointad under this Deed of Trust by an instrument exacuted and acknowledged by Lender and fecorded.in.the"office

of the recorder of Skagit County, State of Washington. The instrument shali contain, in addition tg’ all-'other, matters
required by state law, the names of the original Lender, Trustee, and Grantor, the book and page or-the Auditor’s File.
Number whera this Deed of Trust is recorded, and the name and address of the successor frustee, and the instrument *:
shall be executed and acknowledged by Lender or its successors in inlerest. The successor trustes, without” conveydnce .

of the Property, shall succeed to all the title, power, and duties conferred upon the Trustee in this Deed of Trust-and-by’
applicable law. This procedure for substitution of Trustee shall govern to the exclusion of all other provlsmns fof
substitution. -

NOTICES. Subject to applicable law, and except for notice required or allowed by law to be given in ancther manner; any_--. '
notice required to be given under this Deed of Trust, including without limitation any notice of default and any nctice of sale”
shail be given in writing, and shail be effective when actuelly delivered, when actually recelvad by lelefacsimile (unlgss
otherwise required by law), when deposited with a nationally recognized overnight courier, or, if meiled, when deposited in =~
the United States mall, as first class, certified or registerad mail postage prepaid, directsd to the addresses shown near the -~
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beginning.of this Deed of Trust. All copies of notices of foreclosure from the holder of any lien 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 person may change
his or her-atdress for notices under this Deed of Trust by glvmg formal written notice tc the other person or persons,
speclfymg that.the purpose of tha notice is to change the person’s address. For notice purposes, Grantor agreas to keep
Lender informed at all times of Granfor's current address. Subject to applicable law, and except for nofice required or
allowed by law tg be given in another manner, if there is more than one Granter, any notice given by Lender to any Grantor is
desmed to be notice given to all Grantors. 1t will be Grantor’s responsibility to tell the others of the notice from Lender.

MISCE_LLA_NEéUS PROVISIONS. The following miscellaneous provisions aré a part of this Deed of Trust:

Aﬁi"endménts" What is written in this Deed of Trust and in the Related Documents is Grantor's entire agreement with
Lender concerring the matters covered by this Deed of Trust. To be effective, any change or amendment to this Desd
of Trust-must be'in wntmg and must be signed by whoever will be bound or obligated by the change or amendment.

Captlon Headings. Caption headings in this Deed of Trust are for convenience purposes only and are not to be used to
interpret or define the'brovi'sions of this Deed of Trust,

Merger. There shall ba 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 Déed of Trust will be governed by and Interpreted in accordance with federal law and the
laws of the State of Washi_n"gton. This Deed of Trust has been accepted by Lender in the State of Washington.

Choice of Venue. If there is’ ah"iawsurt , Granlor agrees upon Lender’s request to submit to the jurisdiction of the courts of
Skagit County, State of Washmglon

Joint and Several Llablllty “All obllgahons of Grantor under this Deed of Trust shall be joint and several, and all
referances to Grantor shall:mean sach and every Grantor, This means that each Grantor signing below is responsible for
all obligations in this Deed of Trust. 4

No Waiver by Lender. Grantor undarstands Lender will not 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 o exercise any right will not mean that Lender
has given up that right. If Lender doés agree in writing to give up one of Lander's rights, that does not mean Grantor will
not have to comply with the otherprovisiens of thig-Deed of Trust. Grantor also understands that if Lender does consent
to & request, that does not mean that Grantdr will npt 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 Granton’s future requests. Grantor walves presentment, demand for
payment, protest, and notice of dishonor. -

Severability. 'f & court finds that any prmnsmn of t'ms Deed of Trust is not valig or shouid not be enforced, that tact by
itsalf will not mean that the rest of this Deed of Trust will not be valid or enforced. Thersfore, a court will enforce the rest
of the provisions of this Deed of Trust even |f & provision of this Deed of Trust may be found o be invalid or
unenforceable.

Successors and Assigns. Subject to any Ilmrtahens 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 successors and assigns. If ownership of
the Property becomes vested in a person other thar Grantor, Lender, without notice to Grantor, may deal with Grantor's
successors with reference 1o this Deed of Trust and the Indeblédness by way of torbearance or extension without
releasing Grantor from the obligations of this Deed of Trust or Ilabllrty under the Indebledness.

Time is of the Essence. Time is of the essence in the parformance of this Deed of Trust.

Walve Jury. All parties to this Deed of Trust hereby waive the: nght to my jury trial in any action, proceeding, or
counterclaim brought by any party against any other party, :

Waiver of Homestead Exemption. Grantor hereby releasas and’ wawes all rights and benefits of the homestead
examption laws of the State of Washington as to all Indebtedness secured by thiis Deed of Trust,

DEFINITIONS, The following words shall have the following meanings when used__i_ri this Deed of Trust:
Beneficiary. The word "Beneficiary” means Whidbey Istand Bank, and its successors and assigns.

Borrower. The word "Borrower" means BRIAN R BAILEY and SANDHA C BAILEY and all other persons and entities
signing the Note.

Deed of Trust. The wards "Deed of Trust” maan this Deed of Trust amang: Grantor Lender and Trustes, and includes
without limitation all assignment and security interest provisions relating to the Personal Property and Rents.

Environmental Laws. The words "Environmental Laws" mean any and all staté: federal and [local statutes, regulations
and ordinances relating to the protection of human health or the environment, including without limitation the
Comprehensive Environmental Responsa, Compansation, and Liability Act of 1980, as-amended, 42 U.S.C. Section
9601, et seq. ("CERCLA™, the Superfund Amendments and Reauthorization Act of 1988, Pub. L' Np. 99498 ("SARA",
the Hazardous Materials Transportation Act, 49 U.8.C. Section 1801, et saq., the Resource Conservation and Recovery
Act, 42 U.S.C. Section 6901, et seq., or other applicable state or federal laws, rules or regu'.aﬂcns adopted pursuant
thereto.

Event of Default. The words "Event of Default” mean any of the events of default set forth m thrs Deed of Trust in the
evants of default section of this Deed of Trust.

Existing Indebtedness. The words "Existing Indebtedness™ mean the indebtedness descrlbed in fhe Exlstrng Liens
provision of this Deed of Trust.

Grantor. The word "Grantor" means BRIAN R BAILEY and SANDRA C BAILEY.

Guaranty. The word "Guaranty" means the guaranty from guarantor, endorser, surely, or accommodatlon party to
Lender, including without limitation a guaranty of all or past of the Note.

Hazerdous Substances. The words "Hazardous Substances™ mean malerials thal, because of’ thelr quant:ty,-._
concentrafion or physical, chemical or infectious characteristics, may cause or pose a present or potentigl hazard to -
humar health or the environment when improperly used, treated, stored, disposed of, generated, manufactured; .
transported or otherwise handled. The words "Hazardous Substances” are used in their very broadest sense and.’
include without limitation any and all hazardous or toxic substances, materials or waste as defined by or listed tnder the'
Environmental Laws. The term "Hazardous Substances" aiso includes, without limitation, petroleum and petroleum
by-products or any fraction thereof and asbestos. ’

Improvements. The word "improvements” means all existing and future improvements, buildings, structures, mobrle“"m
homes affixed on the Real Property, facilifies, additions, replacements and other construction on the Rea! Property. *

Indebtedness. The word "Indebledness" means all principal, interest, and other amounts, costs and expensas payable
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-:undar 1he Note or Relaled Documents, togather with all renewals of, extansions of, modifications of, consolidalions of

i _and substitutions for the Note or Rslated Documents and any amounts expended or advanced by Lender ta discharge

" Granter's obligations or expenses incurred by Trustee or Lender to enforce Grantor's obligations under this Deed of
Frust, together with interest on such amounts as provided in this Dead of Trust.

E'Lender The word "Lender” means Whidbey lsland Bank, iis successors and assigns. The words "SUCcessors or
* agsigns” mean any person or company that acquires any interest in the Note.

Note... The word "Nota" means the promissory note dated Fabruary 1, 2002, in the original principal amount
o0f.$124,000.00 from Grantor fo Lender, together with all rengwals of, extensions of, mogifications of, refinancings of,
consohclahons of, and substitutions for the promissory note or agreement.

Persnnai Property The words "Personal Property” mean all equipment, fixtures, and other articles of personal property
now or-hersafter’ owned by Grantor, and now or hereafter attached or affixed to the Real Property; together with al
accessions, parts, and additions o, all replacements of, and all substitutions for, any of such property; and together with
all issues and profils’ thefagn and proceeds (including without limitation all insurance proceads and refunds of premiums)
from any sale or ather'dispcsiﬁon of the Property.

Properly. The ward “Proparty" means collectively the Real Property and the Personal Property.

Real Properly. The words "Real Property” mean the real property, interasts and rights, as further described in this Deed
of Trust

Related Documents. The words "Related Documents” mean all promissory notes, credit agreements, loan agreemants,
environmental agresments, ‘guaranties, security agreements, morigages, deeds of trust, security deeds, coilateral
morigages, and all other instruments, agreements and documents, whether now or hereafler existing, executed in
connection with the Indebtedness :

Rents. The word "Rents" means al| prasent and future rents, revenues, income, issues, royalties, profits, and other
benefits derived from the Propedy :

Trustee. The word "Trustes" means Land Title Company , whose mailing address is PO BOX 445, BURLINGTON, WA
88233 and any substitute or successor. trusiees -

EACH GRANTOR ACKNOWLEDGES HAVING READ ALl THE PROVISIONS OF THIS DEED OF TRUST, AND EACH
GRANTOR AGREES TO ITS TERMS. -~ -

GRANTOR:

STATE OF mﬂﬁh L [l%l foan )

COUNTY OF S \&L(%rfo

INDIVIDUAL ACKNOWLEDGM

)Sé

On this day befora me, the undersigned Notary Public, personaily appearsd BRIAN R BAILEY and SANDRA C BAILEY,
hushand and wife, personally known to me or proved to me on the basis of salisfactory avidence to be the individuals:
described in and who executed the Dasd of Trust, and acknowledged that they signed the Deed of Trust as their free and
voluntary &ct and desd, for the uses and purposes the

r ntionad.
Given my lal seal this )%}f‘e ) day of @6@% ;2007

Residing at JMJ:UVI’Y \ Wm s

= LaY
J S
otary Public in an@the State of \/§}

My commlsslon explres ”\'uﬂ.ﬂ\ 1, 206‘{—

To:

REQUEST FOR FULL RECONVEYANCE

, Trustes

The undersigned is the legal awner and holder of all indebtedness secured by this Deed of Trust. You arer hereby requested

upen payment of all sums owing to you, to reconvey without warranty, to the parsons entitled thereto, the nght title anda.
interast now held by you under the Dead of Trust.

Date:

Beneficlary:
By:
i1s:

1ASER PRO Lending, Var. 5,18.30.07 Copr. Harland Finaheinl Soiullohs, Inc, 1967, 2002. Al Righta Reyerved. - WA maCFIWPLAGO1 FC TR-12091 PR-HEFIXED
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ILiot’ .18 of Rock Ridge, a Survey recorded December 3, 1998, in
“volume 21 of Survey, pages 85 through 87, under Auditor's File
“NQ. 9812030124, records of Skagit County, Washington, being alsa
dégceribed as the West 20 feet of Lot 12, all of Lot 13, and the
BEast 20-~feet of Lot 14, Block 1323, "NORTHERN PACIFIC ADDITION TO
ANACORTES", as per plat recorded in Volume 2 of Platsg, page 9,
records of Skagit County, Washington.

Sltuate_ln the City of Anacortes, County of Skagit, State of
Washlngton o

mwmmmmmmw

kagit C°" "ty Audltor
-] of -

2/6!2002 F‘age




