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ISLAND TIT e DEED OF TRUST

DATE: July 15,2002 .~

Reference # (if apphcable) 022520—SM ‘/ Additicnal on page
Grantor{s):
1. REED, DAVID: J

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

Legal Description: Lot 7, PLAT OF WASHINGTON PARK ESTATES Additional on page
Assessor's Tax Parcel ID#: 4770—000—007—0000

THIS DEED OF TRUST is dated July 15, 2002, among DAVID J REED; as his separate estate
("Grantor"); Whidbey Island Bank, whose mailing address is Burlington Office, 1800 S.
Burlington Ave., P.O. Box 302, Burlington, WA 98233 (referred to below sometimes as
"Lender" and sometlmes as "Beneficiary”); and Isl;md Title Company, whose mailing address
is 839 S Burlington Bivd, Burlington, WA 98233 (referred to below as "Truslee™).
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DEED OF TRUST
(Continued}) Page 3

' additlon fo those acts set forth above in this section, which from the character and use of the Properly are reasconably
necessary to protect and preserve the Property,

DUE ON SALE -CONSENT BY LENDER. Lender may, at Lender's option, {A) declare immediately due and payable all
stims secured by this Deed of Trust or. (B) increase the interest rate provided for in the Note or other document evidencing
the Indebtedness and impose such other conditions as Lender deems appropriate, upon the sale or transfer, without Lender's
prior written consent; of all or any part of the Real Property, or any interest in the Real Property. A "sale or transfer” means the
convayance of Real Property or any right, title or intersst in the Real Property; whether legal, beneficial or equitable; whether
voluntary ‘or-involuntary; whether by outright sale, deed, installment sale confract, land contracl, contract for deed, leasehald
interast with_a-term-greater than three (3) years, lease—option contract, or by sale, assignment, or transfer of any beneficial
inferest in or to any land frust holding title to the Real Property, or by any other method of conveyance of an interest in the
Real Property.- However, thls optlon shall not be exercised by Lender it such exercise is prohibited by federal law or by
Washington Iaw :

TAXES AND LIENS. The followmg provisions relafing to the laxes and liens on the Property are part of this Desd of Trust:

Paymeni. Grantor:'shall pay when dua (and in all events prior to delinguency) all taxes, special laxes, assessments,
charges (including wéter.and sewer), fines and |mposmons 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 Properly. Grantor shall
maintain the Property freg of ali liens having priority over or equal to the interest of Lender under this Deed of Trust,
except for the lien of taxes and as$essments not dus and except as otherwisa provided in this Dead of Trust.

Right 1o Contest. Grantor.iay withhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the obligdtion’ to-pay, 50, 6ng 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:natice of the filing, secure the discharge of the lien, or if requested by Lender, deposit with
Lender cash or a sufficient corporale ‘surety bond or other security satistactory to Lender in an amount sufficient to
discharge the lien plus any cosls and attorneys’ fees, or other charges that could accruge as a result of a foreclosure or
sale under the lien. In any contest,‘Grantor shall defend ilself and Lender and shall salisfy any adverse judgment before
enforcement against the Property. Grantor shall name Lender as an additional obligee under any sursty bond furnished
in the contest proceedings.

Evidence of Paymeni. Grantor shall upon dsmand furnish to Lender salisfactory evidence of payment of the taxes or
assessments and shall authorize the appropriate govemmental official to deliver to Lender at any time a writtan statement
of the taxes and assessments against the: Praperty

Notice of Consiruction. Grantor shall notify Lender atlsast fifteen (15) days before any work is commenced, any
services are furnished, or any materials are supplied.td the Properly, if any mechanic’s lien, materdalmen’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 satisfactory to Le‘nder tha’l Grantaor can and will pay the cost of such improvements.

PROPERTY DAMAGE INSURANCE. The foiiowmg prowsmns relating to insuring the Property are a part of this Deed of
Trust.

Mainienance of Insurance. Grantor shall procure and maintain- policies of fire insurance with standard extended
coverage endersements on a replacement basis for the full insurable value covering all improvements on the Real
Praperty in an amount sufficient to avoid applicalion of any coinsyrange.clause, and with a standard morigagee clause in
favor of Lender. Grantor shall also procure and maintain comprehenswe general liability insurance in such coverage
amounts as Lender may request with Trustee and Lendey bging named as additional insureds in such liability insurance
policies. Additionally, Grantor shall maintain such other ‘insurance, .including but not limited to hazard, business
inlerruption, and boiler insurance, as Lender may reasonably. requrre Policies shall be wiritten in form, amounts,
coverages and basis reasonably acceplable to Lender and issued by'a compény or companies reasonably acceptable to
Lender. Granior, upon request of Lender, will deliver to Lender from fime to time the policles or certificates of insurance
in form satisfactory to Lender, including stipulations that coverages will not be cancelled or diminished without at least
ten (10) days prior written notice to Lender. Each insurance policy also shall include an endorsement providing that
coverage in favor of Lender will not be impaired in any way by any act, omission or default of Grantor or any other
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 o obtai_n'and-ﬁaintain 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, for the
full unpaid principal balance of the lean and any prior lisns on the property securing the Joan, up to the maximum policy
limits set under the Nationa! Floed Insurance Program, or as otherwise requlred by Lender and to maintain such
insurance for the term of the loan.

Application of Proceeds. Grantor shall promptly nolify Lender of any loss or ‘damage Io the Property il the estimated
cost of repair or raplacement exceeds $1,000.00. Lender may make proof of toss. if:Grantorfails to do so within fifteen
(15) days of the casualty. Whether or not Lender’s security is impaired, Lander 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. |f Lender elects fo apply the proceeds fo restoration
and repair, Grantor shall repair or replace the damaged or destroyed !mprovements in‘a manher-satisfactory to Lender.
Lender shall, upon salisfactory proof of such expenditure, pay or reimburse Grantor from the” proceeds for the
reasonable cost of repair or restoration if Grantor is not in default under this Deed of Trust.” Any’ proceeds which have
not been disbursed within 180 days afler their receipt and which Lender has not commitied to the repagir or restoration of
the Property shall be used first to pay any amount owing lo Lender under this Deed of Trust, thén to-pay accrued
interest, and the remainder, if any, shall be applied to Ihe principal balance of the Indebtedniess. It Lender ‘holds any

proceeds after payment in full of the Indebtadness, such proceeds shall be paid without interest to Grantor as Grantors
interasts may appear.

Grantor's Report on Insurance. Upan request of Lender, however not more than once a year, Grantor sha]l furmsh to
Lender a report on each existing policy of insurance showing: (1) the name of the insurer; (2) thi rigks insured; %(3)
the amount of the policy; (4) the property insured, the then current replacement value of such property; and the: manner
of determining that value; and (5} the expiration dale of the policy. Grantor shall, upon request of Lender have an_

independent appraiser satisfactory to Lender determine the cash value replacement cost of the Property..

LENDER’S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lender’s |nterest iri the ;3:'
Praperty or if Grantor fails to comply with any provision of this Deed of Trust or any Related Documents, including. but: 6t
limited to Grantor's failure lo discharge or pay when due any amounts Grantor is required to discharge or pay under this-Degd’

of Trust or any Related Documents, Lender on Grantor's behalf may (but shall not be obligated to) take any action that Lender .

deems appropriate, including but not limited to discharging or paying alt taxes, lians, secunly interests, encumbrances and’ -~
olher claims, at any time levied or placed on the Property and paying ail costs for insuring, maintaining and preserving the-

Property. All such expenditures incurred or paid by Lender for such purposes will then bear interest at the rate charged
under the Note from the date incurred or paid by Lender to ihe dale of repayment by Grantor. All such expenses will become
a part of the Indebtedness and, at Lender’s oplion, will (A) be payable on demand; (B) be added lo the balance of the -

}NM\WMWIW\\MW\\WM
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DEED OF TRUST
(Continued) Page 5

' rei'nﬁ'bdfse Lender for all costs and expenses incurred in connection with the matters referred to in this paragraph.

o Aﬂorney-ln—Faci If Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do so for

~angkin the name of Grantor and at Grantor’s expense. For such purposes, Grantor hersby irrevocably appoints Lender

as Grantor's.attorney-in-fact for the purpose of making, execuling, delivering, filing, recording, and domg all other things

as may he necessary or desirable, in Lender’s sole opinion, to accomplish the matters referred to in the preceding
paragraph. :

FULL PERFORMANCE If Grantor pays all 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 suitable statements of termination of any financing statement on file evidencing Lender’s
security Interest in the Rents and the Personal Properly. 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 enlitled thereto”, and
the recitals in the reconveyance of any matters or facls shall be conclusive proof of the truthfulness of any such matters or
facts.

EVENTS OF DEFAULT. Each af the following, at Lender’s option, shall canstitute an Event of Default under this Deed of
Trust:

Payment Default Grantcr talls o make any payment when due under the Indebtedness.

Other Defaults. Grantor fails’ tc_)_ comply with or to perform any other term, obligation, covenant or condition contained in
this Deed of Trust or in any of the Related Documenis or to comply with or to perform any term, obligation, covenant or
condition contained in any ather agreement betwsen Lender and Grantor.

Compliance Defauit. Failure to comply with any other term, obligation, covenant or condition contained in this Deed of
Trust, the Note or in any of the Related Documents. If such a failure is curable 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
(and no Event of Default will have accurred) ift:Grantor, after Lender sends written notice demanding cure of such failure:
{a) cures the fallure within fiffleeri {15) days; or (b} if the cure requires more than fifteen (15) days, immediately initiates
steps sufficient to cure the failute-and thereafter continues and completes all reasonable and necessary steps sufficient
to produce compliance as soon as reasonably practlcal

Detault on Other Payments. Fallure of Grantor W|th|n the time required by this Deed of Trust to make any payment for
taxes or insurance, or any other paymerit necessary 1o prevent filing of or to effect discharge of any lien.

False Statements. Any warranty, represantatmn or staternent made or furnished to Lender by Grantor or on Grantor's
behalf under this Deed of Trust or the Related Documents. is false or misleading in any material respect, either naw or at
the time made or furnished or becomes false or‘misleading at any time thereafter.

Defeclive Collateralization. This Deed of Trust or any of the Refaled Documents ceases to be in full force and effect
(including failure of any collateral document Io £reate a valid and perfected security interest or lien) at any time and for
any reasof. :

Death or Insolvency. The death of any Grantor, lhe insolvency of Grantor, the appointment of a receiver for any part of
Grantor’s property, any assignment for the benefit. of creditors, any-type of creditor workeut, or the commencement of
any proceeding under any bankruptcy or lnsolvency laws by ork_k_agal_gstk_Grantor

Creditor or Forfeiture Proceedings. Commencement of foreélosuré or forfelture proceedings, whether by judicial
proceading, self-help, repossession or any other method; by any creditor of Grantor or by any governmentat agency
against any property securing the indebtedness. This inclides a garnishment of any of Grantor'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 of the craditor or forfeiture proceeding and if Grantor
gives Lender written notice of the creditor or forfeiture proceeding and: deposns with Lender monies or a surety bond for
the creditor or forfeiture proceeding, in an amount determined by Lender, in |Is sole discretion, as being an adequale
reserve or bond for the dispute.

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 without Emitation any agreement
concerning any indebledness or other obligation of Grantor to Lender;: whether exlstmg now or fater.

Events Affecting Guarantor. Any of the preceding events occurs with respec’t o any guaran‘lor endorser, surety, or
accommodation party of any of the Indebtedness or any guarantor, sndarser, surety, ar accommadation 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 ils optlon may, bul shall not be required tg, permit the. guaranton’s estate to assume
unconditionally the obligations arising under the guaranty in a manner sahsfactory tt: Lender and in doing so, cure any
Event of Default.

Adverse Change. A material adverse change occurs in Grantor’s financial condltlon or Lender belseves the prospect of
payment or performance of the Indebtedness is impaired. :

Insecurity. Lender in good faith believes itself insecure.

Right to Cure. If such a fallure is curable and if Grantor has not been given a nohce of a breach of the same provision
of this Deed of Trust within the preceding tweive (12) months, it may be cured (and no Event.-6f Default will have
occurred) if Grantor, after Lender sends written notice demanding cure of such fallure: (a) cures ihé fdilure within fiftean
(15) days; or {b) if the cure requires more than fifteen (15) days, immediately initiates steps sufficiant to-cure the failure
and thereafter continues and completes all reasenable and necessary steps sufficient to produce’ compllance as so0n as
reasonably practical.

RIGHTS AND REMEDIES ON DEFAULT. !f an Event of Default occurs under this Deed of Trust. at any hme theraafter
Trustee or Lender may exercise any ong or more of the following. rights and remedies:

Electlon of Remedles. Election by Lender fo pursue any remedy shall not exclude pursuit of any othar rernedy. and an
elsction to make expenditures or to take action to perform an obligation of Grantor under this Deed of Trusl after_
Grantor’s failure to perform, shall not affect Lender's right to declare a default and exercise its remadies, - *

Acceleraie Indebtedness. Lendsr shall have the right at its oplion to declare the entire Indebtedness |mmed|ately due ;3:'
and payable, including any prepayment penalty which Grantor would be required to pay. '

Foreclosure. With respact to all or any part of the Real Property, the Trustee shall have the right to exercise lts power of. S
sale and to foreclose by notice and sale, and Lender shali have the right lo foreclose by judicial foreclosure, in euher 3
case in accordance with and to the full extent provided by applicable law.

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

Collect Rents. Lender shall have the right, without notics to Grantor lo take possession of and manage the Property ..+

T

Skaglt County Audltor
7/15/2002 Page S of 8 3:83PM
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DEED OF TRUST
(Continued) Page 7

; uet shall be effective unless given in writing and signed by the party or parties sought to be charged or bound by the
i alleratlon ‘or amendment.

X "Annual Reports If tha Property is used for purposes other than Grantor's residence, Grantor shall furnish to Lender,
upon- request,'a certified statement of net uperating income received from the Property during Grantor’s previous fiscal
year in such form and detail as Lender shall require. "Net operating income” shall mean all cash receipts from the
Property less all cash expenditures made in connection with the operation of the Proparty.

Caplion Héadings Caph'cn headings in this Deed of Trust are for convenience purposes only and are not to be used to
|nterpret or-define the provisions of this Deed of Trust.

Merger There shall be no merger of the interest or estate craated by this Deed of Trust with any other interest or estate
in the Property-at-any{ime held by or for the benefil of Lender in any capacity, without the written consent of Lender.

Governi:ng* Law. This Deed of Trust wilt be governed by, construed and enferced in accordance with federal law
and the laws of the Stale .©of Washington. This Deed of Trust has been accepted by Lender in the State of
Washington.

Choice of Venue. If there isa Iawsun Grantor agrees upon Lender's request to submit to the jurisdiction of the courts of
Skagit County, State of Washlngten

No Wailver by Lender. Lendér shall not be deemed to have waived any rights under this Deed of Trust unless such
waiver s glven in writing and signed by Lender. No delay or omission on the part of Lender in exercising any right shall
operate as a waiver of such-right-of any other right. A waiver by Lender of a provision of this Deed of Trust shall not
prejudice or constituteia waiver of.Lender's right otherwise to demand strict compliance with that provision or any other
provision of this Dead of Trust. .No prior waiver by Lender, nor any course of dealing between Lender and Grantor, shall
constitute a waiver of any of Lender's rights or of any of Grantor's obligations as to any future transactions. Whenever
the consent of Lender is required under this Deed of Trusl, the granting of such consent by Lender in any instance shall
not constitute continuing consent to subsequent instances where such consent is required and in all cases such consent
may be granted or withheld in the sole discretron of Lender.

Severability. If a court of competenr jufisdiction finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable as to any circumstande, that finding shall not make the offending provision illegal, invalid, or
unenforceable as to any other circamistance.~If feasible, the offending provision shall be considered modified so that it
becomes legal, valid and enforceable~1f the.offending provision cannot be so modified, it shall be considered deleted
from this Deed of Trust. Unless otherwise required by law, the illegality, invalidity, or unenforceability of any provision of
this Deed of Trust shall not affect the legality, valldlty or enforceablllty ot any other provision of this Deed of Trust.

Successors and Assigns. Subject to any Ilmltatlons ‘stated in this Dead of Trust on transfer of Grantor’s interest, this
Deed of Trust shall be 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
successors with reference to this Deed of Trust-and the Indebtedness by way of forbearance or extension without
reteasing Grantor from the obligations of this Déedof Trust or liability undsr the Indsbtedness.

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

Waiver of Homestead Exemption. Grantor hereby releases -and waives all rights and benefits of the homestead
exempfion laws of the State of Washington as to all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The following capitalized words and terms shatl have the followmg meanings whan used in this Deed of Trust.
Unless specifically stated to the contrary, all references to doliar amounts shall mean amounts in lawful money of the United
Stales of America. Words and terms used in the singular shall include the plural, and the plural shall include the singular, as
the context may reguire. Words and terms not olherwise defined i m 1hls Deed .of- Trust shall have the meanings attributed to
such terms in the Uniform Commercial Code: E )

Beneficiary. Ths word "Beneficiary” means Whidbey Island Bank, ahd ils SUCCessors and assigns.

Borrower. The word "Borrower” means DAVID J REED, and all omer persons and entilies signing the Note in whatever
capacity.

Deed of Trust. The words "Deed of Trust" mean this Deed of Trust among Grantor “‘tender, and Trustee, and includes
without limitatian all assignment and security interest provisions relating 1o the Personai Property and Rents.

Default. The word "Default® means the Default set forth in this Deed of Trust in the section tltled "Default”,

Environmental Laws. The words "Environmental Laws" mean any and all state faderal and local statutes, requlations
and ordinances relating to the protection of human health or the envionment, including without limitation the
Comprehensive Environmental Response, Compensation, and Liability Act of_1980, as_amended, 42 U.S.C. Section
9801, et seq. {"CERCLA™, the Supertund Amendmants and Reauthorizalion Act 6f 1988, Pub. L. No. 99499 ("SARA"),
the Hazardous Materials Transportation Act, 49 U.8.C. Section 1801, et seq., the Resource Consesvation and Recovery

Act, 42 L.5.C. Section 63801, et seq., or other applicable state or federal laws, rules or regulahons adopted pursuant
thereto. :

Event of Default. The words "Event of Default” mean any of the events of default set forth if thls eed of Trust in the
events of default section of this Deed of Trust.

Grantor. The word "Grantor” means DAVID J REED,

Guaranty. The word "Guaranty” means the guaranty from guarantor, endorser, surety, ar accommodatlon party to
l.ender, including without limitation a guaranty of all or part of the Note,

Hazardous Substances. The words "Hazardous Substances™ mean materials that, because ot thelr quantlly,
concentration or physical, chemical or infectious characteristics, may cause or pose a present or petential hazard to
human 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 broddest sense ‘and
include without limitation any and all hazardous or toxic substances, materials or waste as defined by or fisted under the
Environmental Laws. The term "Hazardous Substances” also includes, without limitation, petroleurr- and pelroleum“"‘--
by-products or any fraction thereof and asbestos.

Improvements. The word "Improvements™ means ail existing and future improvements, buildings, slrualures, moblle
homes affixed on the Real Properly, facilities, additions, replacements and other construction on the Real Property 3

Indebtedness. The word "Indebledness” means all principal, interest, and other amounts, costs and expenses payable_""
under the Note or Related Documents, together with all renewals of, extensions of, modifications of, consolidations ‘of .
and substitutions for the Note or Related Documents and any amounis expended or advanced by Lender to d|scharge‘"
Grantor's obligations or expenses incurred by Trustee or Lender to enforce Grantor's obligations under this Deed’ of
Trust, together with interest on such amounts as provided in this Deed of Trust.
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