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CHICAGO TlTLE 00 DEED OF TRUST
Q™ 24160/

DATE: January 29, 2004~ © ACCOMMODATION RECORDING

Reference # (if appllcable) BLIND Additional on page
Grantor{s):
1. WATSON PROPERTIES A LIMITED PARTNERSHIP

Grantee(s)
1. Whidbey Isiand Bank
2. CHICAGO TITLE COMPANY Trustee

Legal Description: PTN SW NE S'EC'~,1"55-”T-34Nf R4EWM Additional on page 2
Assessor's Tax Parcel ID#: 340418-1-010-0002

THIS DEED OF TRUST is dated January 29, 2004, among WATSON PROPERTIES, A LIMITED
PARTNERSHIP ("Grantor”); Whidbey Island: Bank, whose mailing address is Burlington Office,
1800 S. Burlington Ave., P.O. Box 302, Biirllington, WA. 28233 (referred to below sometimes
as "Lender” and sometimes as "Beneficiary"); and CHICAGO TITLE COMPANY, whose mailing
address is PO BOX 670, BURLINGTON, WA 98233 Ireferred to below as "Trustee"}.
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DEED OF TRUST
{Continued) Page 3

ojf é'nd"'gas) coal, clay, scoria, soil, gravel or rock products without Lender's prior written consent.

"""Removal of lmprovements Grantor shall not demolish or remove any Improvements from the Real Property

. ~W|thout Lender s prior written consent. As a condition to the removal of any Improvements, Lender may require

Grantor 1o make arrangements satisfactory to Lender to replace such Improvements with Improvements of at least
equat value.:

Lender & nght ta Enter. tender and Lender's agents and representatives may enter upon the Real Property at all
reasonablé times.to attend to Lender's interests and to inspect the Real Froperty for purposes of Grantor's
compllance wuth the terms and conditions of this Deed of Trust.

Compllance wnh Governmemal Reqguirements, Grantor shall promptly comply, and shall promptly cause
compllance by 8li agents, tenants ar other persons or entities of every nature whatsosver who rent, lease or
othermse se or occupy the Property in any manner, with all laws, ordinances, and regulations, now or hereafter
in effect of all gevernmental authorities applicable to the use or occupancy of the Property, including without
limitation, the Americans With Disabilities Act. Grantor may contest in good faith any such law, crdinance, or
regulation and withhold compllance during any proceeding, including appropriate appeals, sc long as Grantor has
notified Lender in writing prmr to doing se and se long as, in Lender's sole opinion, Lender's interests in the
Praperty are niat }eopardlzed Lender may require Grantar to post adequate security or a surety bond, reasonably
satisfactory to Lender, to: protect Lender's interast.

Duty to Protect, Grantor.agrees neither to abandon or leave unattended the Property. Grantor shall do all other
acts, in addition to thoge acts set-forth above in this section, which from the character and use of the Property are
reasonably necessary: to protect and preserve the Property.

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lender’s option, (A} declare immediately due and payable all
sums secured by this Deed of Trust or (B} increase the interest rate provided for in the Note or other document
evidencing the indebtedness and impose su_c'h other conditions as Lender deems appropriate, upen the sale or transfer,
Without Lender's prior written éonsent, of all.or ‘any part of the Real Property, or any interest in the Real Property. A

"sale or transfer" means the cofiveyance of Real Property or any right, title or interest in the Real Froperty; whether
legal, beneficial or equitable; whether voluntary or involuntary; whether by outright sale, deed, installment sale contract,
land contract, contract for deed, leasahold.interest with a term greater than three (3} years, lease-option contract, or by
sale, assighment, or transfer of any beneflcial interest in or to any land trust holding title to the Real Property, or by any
other method of conveyance of an interestin the Roal Property. If any Grantor is a corporation, partnership or limited
liability company, transfer also includes any: crrange in ownership of more than twenty-five percent (25%) of the voting
stock, partnership interests or limited liability* company interests, as the case may be, of such Grantor. However, this
option shall not be exercised by Lender if such exercise IS pmhlblted by federal law or by Washington law.

TAXES AND LIENS. The following prowsmns reiatmg to the taxes and liens on the Property are part of this Dead of
Trust:

Payment. Grantor ghall pay when due {and i:r;n all events prior to delinquency) all taxes, special taxes, assessments,
charges {including water and sewer)}, fines and impositions levied against ar on account of the Property, and shall
pay when due all claims for wark done on or f'or"s_arvicas rendered or material furnished to the Property. Grantor
shall maintain the Property free of all liens having priority over of‘equal to the interest of Lender under this Deed of
Trust, except for the lien of taxes and assessments not dLi'e -gxcept for the Existing Indebtedness refarred to
below, and except as otherwise provided in this Deed of Trust

Right to Contest. Grantor may withhold payment of any tax assessment or claim in connection with a good faith
dispute over the obligation to pay, so long as Lender's |nterast in the Property is not jeopardlzed If a lien arises ar
is filed as a result of nonpayment, Grantor shall within'fifteen. {1_5) days after the lien arises or, if a lien is filed,
within fifteen (15) days after Grantor has notice of the filing, secureth&-discharge of the lien, or if requested by
Lender, deposit with Lender cash or a sufficient corporate stirsty bdnd-or-other security satisfactory to Lender in an
amount sufficient to discharge the lien plus any costs and attorneys fees, oriother charges that could accrue as a
result of a foreclosure or sale under the lien. In any contest; Grantor shall defend itself and Lender and shall
satisfy any adverse judgment before enforcement against the Property. Granter shall name Lender as an additional
obligee under any suraty bond furnished in the contest proceedings: ¢

Evidence of Payment. Grantor shall upan demand furnish to Lender satlsfactory evrdence of payment of the taxes
or assessments and shall authorize the appropriate governmental official to dehver to Lender at any time a written
statement of the taxes and assessments against the Property. : :

Notice of Construction. Granter shall notify Lender at least fifteen (15} days before any work is commenced, any
sarvices are furnished, or any materials are supplied to the Property, if any- mechamc 5 lien, materialmen’s lien, or
other lien could be asserted on account of the work, services, or materials. “Grantor-will'upon request of Lender
furnish to Lender advance assurances satisfactory to Lender that Grantdt-ec4n and will pay the cost of such
improvements.,

PROPERTY DAMAGE INSURANCE. The following provisions relating to insuring the F‘rq’berty are".a‘ ,b’art of this Deed of
Trust. L .

Maintenance of insurance. Grantor shall procure and maintain policies of fire insqrance with standard extended
coverage endorsements on a fair value basis for the full insurable value covering all Improvefnents on the Real
Property in an amount sufficient to avoid application of any coinsurance clause, and with a standard, _mortgagee
clause in favor of Lender. Grantor shall also procure and maintain comprehensive general Ilabﬂlty |nsurance in such
coverage amounts as Lendar may request with Trustee and Lender being named as additional insureds in such
liability insurance policies. Additionally, Grantor shall maintain such other insurance, including-but net limited to
hazard, business interruption, and boiler insurance, as Lender may reasonably require Palicies shall be written in
form, amounts, coverages and basis reasonably acceptable to Lender and issued by a companv or:" companles
reasonably acceptable to Lender. Grantor, upon request of Lender, will deliver to Lender from time to’ time® the
policies or certificates of insurance in form satisfactory to Lender, including stipulations that coverages will nat be
cancelled or diminished without at least ten {10} days prior written notice to Lender. Each instrance 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 designéted'lﬁ)y :
the Director of ithe Federal Emergency Management Agency as a special flood hazard area, Grantor agrees .to o
obtain and mairitain Federal Flood Insurance, if available, within 45 days after notice is given by Lender tha g
Property is located in a special flood hazard area, for the full unpaid principal balance of the lean and any: prigr liens .
on the property securing the loan, up to the maximum palicy limits set under the National Flaod insurance F’rugram,""
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 damage to the Property 'i.t _th'é
estimated cost of repair or replacement exceeds $1,000.00. lLender may make proof of loss if Grantor fails t6 do
so within fifteen {15} days of the casualty. Whether or not Lender's security is impaired, Lender may, at Lender's -
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DEED OF TRUST
{Continued) Page 5

: Cu 'en‘t Taxes, Fees and Charges. Upon request by Lender, Grantor shall execute such decuments in addition to
g _.-thas Deed of Trust and take whatever other action is requested by Lender to perfect and continue Lender's lien on
Vthe Real ‘Property. Grantor shall reimburse Lender for ali taxes, as described below, together with all expenses
“incurred-in recording, perfecting or continuing this Deed of Trust, including without limitation all taxes, fees,
documentary stamps, and other charges for recording or registering this Deed of Trust.

Taxes The' followmg shall constitute taxes to which this section applies: (1) a specific tax upon this type of
Dead of Trust or upon all or any part of the Indebtedness secured by this Deed of Trust; (2) a 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 spemﬂc tax on all or any portion of the Indebtedness or on payments of principal and interest made by
Grantor. . :

Subsequent Taxss. lf _any tax to which this section applies is enacted subsequent to the date of this Daed of
Trust, this event shail have the same effect as Default, and Lender may exercise any or all of its available remedies
for Default as provided“beiow unless Grantor either (1) pays the tax before it becomes delinquent, or ({2}
contests the tax as prbwded above in the Taxes and Liens section and deposits with Lender cash or a sufficient
corporate surety bond or other securlty satisfactory to Lender.

SECURITY AGREEMENT FINANCING STATEMENTS. The following provisions relating to this Deed of Trust as a
security agreement are a part of thl_s Peed of Trust:

Security Agreement. Thi's iﬁstrument shall constitute a Security Agreement to the extent any of the Property
constitutes fixtures, and Lender shatl have all of the rights of a secured party under the Uniform Commercial Code
as amended from time'to tlme ’

Security Interest. Upon request by Lender Grantor shall execute financing statements and take whatever other
action is requested by Lendet to perfec_t and continue Lender's security interest in the Rents and Personal Property.
In addition to recording this. Dead. of Trustin'the reat property records, Lender may, at any time and without further
authorization from Grantor, file executed colnterparts, copies or reproductions of this Deed of Trust as a financing
statement. Grantor shali reimburse’ Lender for all expenses incurred in perfecting or continuing this security
interest. Upon default, Grantor shall not remave, sever or datach the Personal Property from the Property. Upon
default, Grantor shall assembls ‘apy Personal Property not affixed to the Property in a manner and at a place
reasonably convenient to Grantor and-Lander-and:make it available to Lender within three (3} days after receipt of
written demand from Lender to the axtent permltted by applicable law.

Addresses. The mailing addresses of ° Grantor (debtor) and Lender (secured party} frem which information
concerning the security interest granted by this Degd of Trust may be obtained (each as required by the Uniform
Commercial Code) are as stated on the flr§t pagg_ of this Deed of Trust,

FURTHER ASSURANCES; ATTORNEY-IN-FACT. 'KT-H"e following provisions relating te further assurances and
attornay-in-fact are a part of this Deed of Trust; ~ )

Further Assurances. At any time, and from timneito time, upon request of Lender, Grantor will make, exscute and
delivar, or will cause to be made, executed or delivered, to Lender or to Lender's designee, and when requested by
Lender, cause to be filed, recorded, refiled, or rerecorded, as:the case may bs, at such times and in such offices
and places as Lender may deem appropriate, any and all such sfigrtgages, deeds of trust, security deeds, security
agresments, financing statements, continuation statements, mstruments of further assurance, certificates, and
other documents as may, in the sole opinion of Lender; be necessary: or desirable in order to effectuate, complete,
perfect, continue, or preserve (1}  Grantar'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 prohablted by Iaw of Lender agrees to the contrary in wrltmg,
Grantor shall reimburse Lender for all costs and expenses Incul’red in connectlon with the matters raferred to in this
paragraph,

Attorney-in-Fact. If Grantor fails to do any of the things referreEi tb in the pré’ceding paragraph, Lender may do so
for and in the name of Grantor and at Grantor's expense, For such purposes, Grantor hereby irrevocably appoints
Lender as Grantor's attorney-in-fact for the purposs of making, EXECUtIng, dehvermg, filing, recording, and doing all
other things as may he necessary or desirable, in Lender’s sole opinion,: to accomphsh the mattars refarred tc in
the preceding paragraph. :

FULL PERFORMANCE. !f Grantor pays all the Indebtedness when due, and othermse 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 Lendet's security interest in the Rents and the Personal Property:. Any- recorweyanca fee shall be paid by
Grantor, if permitted by applicable law. The grantee in any reconveyance may ba- described-as the "parson or persons
legalty entitled thereto”, and the recitals in the reconveyance of any matters or facts; shall be concluswe proof of the
truthfulness of any such matters or facts. :

DEFAULT. Default will oceur if payment in full is not made immediately when due.

RIGHTS AND REMEDIES ON DEFAULT. If Dafault ccours under this Deed of Trust, at: any tlme thereafter Trustee or
Lender may exercise any one or more of the fallowing rights and remediss:

Election of Remedies, Election by Lender to pursue any remedy shall not exclude pursuijt’ of any ather remedy, and
an slection to make expenditures or to take action to perform an obligation of Grantor- under this” Deed: of Trust,
after Grantor's failure to perform, shall not affect Lender's right to declare a default and exercise its-rémedies.

Accelerate Indebtedness, Lender shall have the right at its option to declare the entire lndebtadness |mmedlately
due and payable, including any prepayment penalty which Grantor would be required to pay.

Foreclosure. With respect to all or any part of the Real Property, the Trustes shall have the nght to exercise'its
power of sale and to foreclose by notice and sale, and Lender shall have the right to foreclqse by jUdICIa|
foreclosure, in either case in accordance with and to the fuli extent provided by applicable law. :

UcC Remedies. With respect to all or any part of the Personal Property, Lender shall have all’ the rlghts and

remedies of a sgcured party under the Uniform Commercial Code.

Collect Rents. Lender shali have the right, without notice to Grantor to take possession of and manage the-'k
Property and caliect the Rents, including amounts past due and unpaid, and apply the net proceeds, «gver and

above Lender's costs, against the Indebtedness. In furtherance of this right, Lender may require any tenant ar’

other user of the Property to make payments of rent or use fees directly to Lender. If the Rents are collected by

Lender, then Grantor irrevocably designates Lender as Grantor's attorney-in-fact to endorse instruments receivied.ih
payment thereof in the name of Grantar and to negotiate the same and collect the proceeds. Payments by tenants
ar other usaers to Lender in response to Lender’'s demand shall satisfy the obligations for which the payments are

MORMIARTRY
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DEED OF TRUST
{Continued) Page 7

Rne\:.r'i_m"j‘s fiscal year in such form and detail as Lender shall require. "Net operating income" shall mean all cash
tecsipts from the Property less all cash expenditures made in connection with the operation of the Property.

. {féptiot] _Héadings. Caption headings in this Deed of Trust are for convenience purposes only and are not to be
used .to interpret or define the provisions of this Deed of Trust,

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

Govermng Law: Thls Deed of Trust will be governed by, construed and enforced in accordance with federal law
and the 'Iaws of the State of Washington. This Deed of Trust has been accepted by Lender in the State of
Washmg'lan k :

Choice of Venue s If t::itere is a lawsuit, Grantor agrees upon Lender's request to submit to the jurisdiction of the
courts of Skagit Countv, State of Washington.

No Waiver by Lender Lender shall not be deemed to have waived any rights under this Deed of Trust unless such
waiver is given 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 or any other right. A waiver by Lender of a provision of this Deed of Trust
shall not prejudice or uonst_ltute a waiver of Lender's right otherwise to demand strict compliance with that
provision or any other provisioni of this Deed of Trust, Mo prior waiver by Lender, nor any course of dealing
between Lender and Graritor, shall_constitute a waiver of any of Lender’s rights or of any of Grantor's obligations
as to any future transactiohs., Whenever the cansent of Lender is required under this Deed of Trust, the granting
of such consent by Lendar in anv ‘instancs shall not constitute continuing consent to subseguent Instances where
such consent is required and i all cases such cansent may be granted or withheld in the sole discretion of Lender.

Severahility. if a court of: competant._;urlsdlctlon finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable as to any eircumstance, that finding shall not make the offending provision illegal, invalid, or
unenforceable as to any other Girgumstdnce. If feasible, the offending provision shall be considered modified so
that it becomes legal, valid “and enforceable. If 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, validity or enforceability of any
other provision of this Deed of Trust w

Successors and Assigns. Subjsct to any ltmltatlons stated in this Deed 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 & persgn 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 releasing Grantor from the obligations of this Deed of Trust or liability under the Indebtedness.

Time is of the Essence. Time is of the essenés ifi the performance of this Deed of Trust.

Waiver of Homestead Exemption. Grantor tz_réb__y releases and waives all rights and benefits of the homestead
exermnption faws of the State of Washington as to all Indebtedness secured by this Dead of Trust.

DEFINITIONS. The following capitalized waords and tefms shall have the following meanings when used in this Deed of
Trust. Uniess specifically stated to the contrary, all references. to dollar amounts shall mean amounts in lawful money
of the United States of America. Words and terms used in~the singiilat shall include the plural, and the piural shall
include the singular, as the context may require. Words and ferms not btherwise defined in this Deed of Trust shall
have the meanings attributed to such terms in the Uniform Commerclal Code

Beneficiary. The woird "Beneficiary”™ means Whidbey Island Bank and its. successors and assigns.

Borrower. The word "Borrower™ means WATSON PROPERTIES A LlMITED PARTNERSHIP and includes all
co-signers and ca-makers signing the Note.

Deed of Trust. The words "Deed of Trust” mean this Deed of Trust among Grantor, Lender, and Trustee, and
includes without limitation all assignment and security interast. provnsmns rslatmg to the Personal Property and
Rents.

Default, The word "Default” means the Defauit set forth in this Dead-of T’Epst'_@n the"sgction titled "Default”.

Environmental Laws. The words "Environmental Laws" mean any and ;all stats, ‘federal and local statutes,
regulations and ordinances relating to the protection of human health ar the spvironment, including without
limitation the Comprehensive Environmental Response, Compansation, and ‘Liability At of 1980, as amended, 42
U.5.C. Section 9601, et seq. {("CERCLA"), the Superfund Amendments and Reauthorlzatlon Act of 1986, Pub. L.
No. 99-499 {"SARA™), the Hazardous Matetials Transportation Act, 49 U.$:C, Section 1801, et seq., the Resource
Conservation and Recovery Act, 42 U.5.C. Saction 6201, et seq., or other appllcable stata or fsderal laws, rules,
or regulations adopted pursuant thereto. .

E)ustmg Indebtedness. The words "Existing Indebtedness™ mean the |ndebtedness dsscnb :-i'n the Existing Lisns

pravision of this Deed of Trust.
Grantor. The ward "Grantor® means WATSON PROPERTIES, A LIMITED PARTNERSHIF‘

Hazardous Substances. The words "Hazardous Substances” mean materials that, becauSe of their guantity,
concentration or physical, chemical or infectious characteristics, may cause or pose a present or potentlal hazard
to human health or the environment when improperly used, treated, stored, disposed of, generated rmyanufactured,
transported or otherwise handled. The words "Hazardous Substances” are used in their very broadest sense and
include without limitation any and ali hazardous or toxic substances, materials or waste 4s defined by or listed
under the Environmental Laws. The term "Hazardous Substances" also includes, without I|m|tatlon, petruleum and
petroleum by-preducts or any fraction thereof and asbestos.

Improvements. The word "lImpravements™ means all existing and future improvements, bmldmgs structures
mobile homes affixed on the Real Property, facilities, additions, replacements and other constructlon an: the Real;,_
Property. AT

Indebtedness. The word "Indebtedness” means all principal, interest, and other amounts, costs and expensas
payable undar the Note or Related Documents, together with all renewals of, extansions of, modifications” of
consolidations of: and substitutions for the Note or Related Documents and any amounts expended or advanced by
Lender ta discharge 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.: :~

Lender. The ward "Lender” means Whidbey Island Bank, its successors and assigns,

Note. The word "Note™ means the promissory note dated January 29, 2004, in the original pnnclpal
amount of $400,000.00 from Grantor to Lender, together with all renewals of, extensions of, modifieations .+
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That portion of the North 512.6 feet of the Southwest Quarter of the Northeast Quarter of
- Section 18, Township 34 North, Range 4 East of the Willamette Meridian, lying West of a line

650 feet West of and parallel to the East line of said Southwest Quarter of the Northeast
Quarter;

EXCEPT the West 320 feet thereof, *
Situated in Skagit County, Washington-" -

- END OF EXHIBIT “A” -

AR

2004030107
Skagit County Auditor

3/1/2004 Page ?_oj - g _SEiFtM_




