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CHICAGO TITLECO. DEED OF TRUST

DATE: August 18, 2004

Reference # (if appllcable) IC31 736 ‘/ Additional on page _____
Grantor(s}:

1. WATSON IlI, EDWARDJ
2. WATSON, SUSAN

Grantee(s)
1. Whidbey Island Bank L
2. CHICAGO TITLE COMF’ANY- < ISLAND DIVISION, Trustee

Legal Description: LOT 58, BLK, 1 LAKE CAVANAUGH SUBDIVISION
NO. 1 Additional on page 2

Assessor's Tax Parcel ID#: 3937-001“:.05_8-"0001 / (2o 33 ¢

THIS DEED OF TRUST is dated August 18, 2004, among EDWARD J WATSON Ill and SUSAN
WATSON; husband and wife ("Grantor"); Whidbey island Bank, whose mailing address is
Burlington Office, 1800 5. Burlington Ave., P._O.:.Bbx 302; Burlington, WA 98233 {referred to
below sometimes as "Lender" and somsetimes as - "'Beneflclary"), and CHICAGO TITLE
COMPANY - ISLAND DIVISION, whose mailing address |s 425 COMMERCIAL STREET, MOUNT
VERNON, WA 98273 (referred to below as "Trustee" ) -
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DEED OF TRUST
{Continued) Page 3

otherivise use or occupy the Property in any manner, with all laws, ordinances, and regulations, now or hereafter
~‘in-eéffect, of all governmental authorities applicable to the use or occupancy of the Property., Grantor may contest
4n getd-faith any such law, ordinance, or regulation and withheld compliance during any proceeding, including
" appropriaté-appeals, so long as Grantor has notified Lender in writing prier to doing so and so long as, in Lender's

sole” opinian,’; Lender's interests in the Property are not jecpardized. Lender may require Grantor to post adequate
isecurity oria surety bond, reasonably satisfactory to Lender, to protect Lender's interest.

':':Duty to Protect Grantor agrees neither to abandon or leave unattended the Property. Grantor shall do all other
‘acts, in-additiorrto those 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 aption, {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 lndebtedness and impose such other conditions as Lender deems appropriate, upan the sale or transfer,
without Lender's prigr written. consent, of all or any part of the Real Property, or any interest in the Real Property. A
"sale or transfer” means the conveyance of Real Property or any right, title or interest in the Real Property; whether
legal, beneficial or equ:table, vichether voluntary or involuntary; whether by outright sale, deed, instaliment sale contract,
land contract, contract for deed; leasehald interest with a term greater than three {3} years, lease-option contract, or by
salg, assignment, or transfer of any beneficial interest in or to any land trust holding title to the Real Property, or by any
other methed of conveyancé of.én interest in the Real Property. However, this option shall not be exercised by Lender
if such exercise is prohibited by federai law or by Washington law.

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

Payment. Grantor shalt p;'av._'when deIe (and in all events prior to delinguency} all taxes, special taxes, assessments,
charges (including wateriand sewery, fines and impositlons lavied against or on account of the Praperty, and shall
pay when due all claims for.work dore o or for services rendered or material furnished to the Property. Grantor
shall maintain the Property-frée of all liens. Raving priority over or equal to the interest of Lender under this Deed of
Trust, except for the lien of-taxes.and assessments not due, except for the Existing Indebtedness referred to
below, and except as otherwise prowded in th|s Deed of Trust,

Right to Contest. Grantor may wrthhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the obligation to pay, so 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 lian is filed,
within fifteen (15) days after Grantor has® notioe of the filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lender cash or a sufficiént corporate surety bond or other security satisfactory to Lender in an
amount sufficient to discharge the lien plus any costs and attorneys’ fees, or other charges that could accrue as a
result of a foreclosure or sale under the dien.” In“any contest, Grantor shail defend itself and Lender and shall
satisfy any adverse judgment before enforcement against the Property. Grantor shall name Lender as an additional
obligee under any surety bond furnished in the contest proceedings.

Evidence of Payment. Grantor shall upan demja"hg furnish to Lender satisfactory evidence of payment of the taxes
or assessments and shall authorize the appropriate governmenta!_ official to deliver to Lender at any time a written
statement of the taxes and assessments againstthe Property

Notice of Construction. Grantor shall notify Lender at Ieast flfteen {16} days before any work is commeneed, any
services are furnished, or any materials are supplied to the Propertv, if any mechanic's lien, materialmen’'s lien, or
other lien could be asserted on account of the work,: -services, of materials. Grantor will upon request of Lender
furnish to Lender advance assurances satisfactory to. Lendor that Grantor can and will pay the cost of such
improvements. . “

PROPEATY DAMAGE INSURANCE. The following provisions relatlng to msurmg the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and maintain policies o_-f f__|re insurance with standard extended
coverage endorsements on a replacement basis for the full insurable valde covering all Improvements on the Real
Property in an amount sufficient to aveid application of any ceinsuranice .€layse,. and with a standard mortgagee
clause in favor of Lender, togethar with such other hazard and liability insirance as Lender may reasonably require,
Policies shall be written in form, amounts, coverages and basis reasonably acceptable to Lender and issued by a
company or companies reasonably acceptable to Lender. Grantor, upod request of Lender, will deliver 1o Lender
from time to time the policies 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.™Shotid the Real Property be located in
an area designated by the Director of the Federal Emergency Management Agency as‘a special flood hazard area,
Grantor agrees to obtain and maintain Federal Flood Insurance, if available, within 45 days afiér notice is given by
Lender that the Property is located in a special flood hazard area, for the full unpald prlnclpal balance of the loan
and any prior liens on the property securing the loan, up to the maximum policy limits set urider the National Flood
Insurance Program, or as otherwise required by Lender, and to maintain such msurance for the arm ‘of the loan.

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the Propertyr Lender may
make proof of loss if Grantor fails to do so within fifteen (1B} days of the casualty..”Whether or not Lender's
security is impaired, Lender may, at Lender's election, receive and retain the proceeds ofany insurdnce’and apply
the proceeds to the reduction of the Indebtedness, payment of any lien affecting the Property, or.the réstoration
and repair of the Property. If Lender elects to apply the proceeds to restoration and repair, Grantor shall repair or
replace the damaged or destroyed Improvements in a manner satisfactory to Lender. Lender shall, .upan
satisfactory proof of such expenditure, pay or reimburse Grantor from the proceeds for the reasondblecost of
repair or restaration if Grantor is not in default under this Deed of Trust. Any proceeds which. have not’ been
disbursed within 180 days after their receipt and which Lender has not committed to the repair-or. restoration of
the Property shall be used first to pay any amount owing to Lender under this Deed of Trust, then to pay acoruedh._
interest, and the remainder, if any, shall be applied to the principal balance of the Indebtedness. “If’ Lendef holds
any proceeds after payment in full of the Indebtedness, such proceeds shall be paid without interest tg- Grantor as
Grantor's interests may appear.

Comphance with Existing Indebtedness. During the period in which any Existing Indebtedness descnbed below i
in effect, compliance with the insurance provisions centained in the instrument evidencing such'~ Emstmg
Indebtedness shall constitute compliance with the insurance provisions under this Deed of Trust, to the extent T
compliance with the terms of this Deed of Trust would constitute a duplication of insurance requirement. If anv"'
proceeds from the insurance become payable on loss, the provisions in this Deed of Trust far division of proceeds
shall apply only to that portion of the proceeds not payable to the holder of the Existing Indebtedness.

LENDER'S EXPENDITURES. If Grantor fails (A) to keep the Propertv fran ~f alf sne-- fama ot e
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DEED OF TRUST
{Continued) Page 5

' _[e‘z-'i'l_:_-property records, Lender may, at any time and without further authorization from Grantor, file executed
~“counterparts, copies or reproductions of this Deed of Trust as a financing statement. Grantor shall reimburse
‘tenderfor all expenses incurred in perfecting or continuing this security interest. Upon default, Grantor shall not
" reMmove,. séver or detach 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
iLénder and make it available to Lender within three (3) days after receipt of written demand from Lender to the
“ extent permitted by appiicable law.

*Ac'ldrgsst;s...' The mailing addresses of Grantor {debtor) and Lender (secured party) from which information
concerning the security interast granted by this Deed of Trust may be obtained (each as required by the Uniform
Comimiercial Code), are as stated on the first page of this Deed of Trust.

FURTHER ASSURANCES: ATTORNEY-IN-FACT. The following provisions relating to further assurances and
attorney-in-fact are'a 'part*o_f.;._t_his Deed of Trust:

Further Assurances, At @ny time, and from time to time, upon request of Lender, Grantor will make, exacute and
deliver, or will cause to be made, executed ar 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 be, at such times and in such offices
and places as. Lender raay deem appropriate, any and all such mortgages, deeds of trust, security deeds, security
agreements, fihancing. Statements, continuation statements, instruments of further assurance, certificates, and
other documents as may,.ifi the sole opinion of Lender, be necessary or desirable in order to effectuate, complete,
perfect, continue, or préserve (1) Grantor's obligations under the Note, this Deed of Trust, and the Related
Documents, and {2) <"the ligns 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 to the contrary in writing,
Grantor shall reimburse Lender for all costs and expenses incurred in connection with the matters referred to in this
paragraph. g 3

Attorney-in-Fact. |f Grantor.fails to do any of the things referred to in the preceding paragraph, Lender may do so
for and in the name of Grantor-and at Graptor's expense. For such purposes, Grantor hereby irrevocably appoints
Lender as Grantor's attorney:in-fact for the purpose of making, executing, delivering, filing, recording, and doing all
other things as may be 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 lndebtedness 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 terminatien of any financing statement an
file evidencing Lender's security interest in the.Rents and-the Personal Property. Any reconveyance fee shall be paid by
Granter, if permitted by applicable law. The grantee in any reconveyance may be described as the “person or parsens
legally entitled thereto”, 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. At Lender's option, Grantor will be in default under this Deed of Trust if any of the following
happen: L

Payment Default. Grantor fails to make any pa\,imént when dye"'under the Indebtedness,

Break Other Promises. Grantor breaks any promise mad_g“‘to_.-l.‘é_nﬂgr or fails to perform promptly at the time and
strictly in the manner provided in this Deed of Trust or in“any‘agreement related to this Deed of Trust.

Compliance Default. Failure to comply with any oth:erx:ftérm, ol;_ligétion, covenant or condition contained in this
Deed of Trust, the Note or in any of the Related Documents. :

Default on Other Payments. Failure of Grantor within thé'ti__r“ijlé__reqhizred by this Deed of Trust to make any payment
for taxes or insurance, or any other payment necessary to prevent filing-of ok.te effect discharge of any lien.

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

Defective Collateralization. This Deed of Trust or any of the Relatad '_Qo’c':'qmeﬁ'fs .ceases to be in full force and
effect {including failure of any collateral document to create a valid“and perfected, security interest or lien) at any
time and for any reason. Ear

Death or Insolvency. The death of any Grantor, the insolvency of Gran_torf, the appoiﬁtment 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 proceading under any bankruptcy or insolvency laws by-or against Grantor.

Taking of the Property. Any creditor or governmental agency tries to take any of the Property or any other of
Grantor's property in which Lender has a lien. This includes taking of, garnigshing of or levying on Grantor's
accounts with Lender. However, if Grantor 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 notice q_f.:"'thg"é:la_im and furnishes
Lender with monies or a surety bond satisfactory to Lender to satisfy the claim, th_é'n this defaylt provision will not
apply. T . :

Breach of Other Agreement. Any breach by Grantar under the terms of any other agreeméht-béty\ieen Grantor and
Lender that is not remedied within any grace period provided therein, including without limitation any “agreement
concerning any indebtedness or other obligation of Grantor to Lender, whether existing now or latér. .-

Events Affecting Guarantor. Any of the preceding events occurs with respect to any guarantor; efndafser, surety,
or accommodation party of any of the Indebtedness or any guarantor, endorser, surety, of accémmeodation party
dies or becomes incompetent, or revokes or disputes the vaiidity of, or liability under, any.-Guardhty “of the
Indebtedness. In the event of a death, Lender, at its option, may, but shall not be reguifed 10, permit the
guarantor's estate to assume unconditionally the obligations arising under the guaranty in a manner satisfagtory to
Lender, and, in doing so, cure any Event of Default. I

Existing indebtedness. The payment of any installment of principal or any interest on the Existing Indébtedness is
not made within the time required by the promissory note evidencing such indebtedness, or a default'ecturs under ¢
the instrument securing such indebtedness and is not cured during any applicable grace period in such fnstriment, :
or any suit or other action is commenced to foreclose any existing lien on the Praoperty. SLE

Right to Cure. If any default, other than a default in payment is curable and if Grantor has nat bean given a notices =
of a breach of the same provision of this Deed of Trust within the preceding twelve {12} months, it may be cured’ if
Grantor, after receiving written notice from Lender demanding cure of such default: {1) cures the default within’
thirty (30) days; or (2} if the cure requires more than thirty {30} days, immediately initiates steps which Lerider
deems in Lender's sole discretion to be sufficient to cure the default and thereafter continues and caompletes all
reasonable and necessary steps sufficient to produce compliance as soon as reasonably practical.

AR

Skagit County Auditor
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DEED OF TRUST
(Continued) Page 7

= _§-uc'ge'ssor trustee, without conveyance of the Property, shall succeed to all the title, power, and duties conferred
.+ upgn the Trustee in this Deed of Trust and by applicable law. This procedure for substitution of Trustee shall
_~govern to the exclusion of all ather provisions for substitution.

NOTICES:” Subject to applicable law, and except for notice required or allowed by law to be given in another manner,
any .notice required to be given under this Deed of Trust, including without limitation any notice of default and any
notice: of sale shall be given in writing, and shall be effective whan actually delivered, when actually received by
telefacsimile {unless otherwise required by law), when deposited with a nationally recognized overnight courier, or, if
mailed, “wheri depos:ted in the United States mail, as first class, certified or registered mail postage prepaid, directed to
the addresses shown.near the 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 ar her address for notices under this Deed of Trust by giving formal
written notice.to the. other person or persons, specifying that the purpose of the notice is to change the person's
address. For notice purposes, Grantor agrees to keep Lender informed at ali times of Grantor's current address.
Subject to applicable law, and except for natice required or allowed by law to be given in another manner, if there is
mare than one Grantor; any ngtice given by Lender to any Grantor is deemed to be notice given to all Grantors. It will
be Grantor's responmblhty to tell the others of the notice from Lender.

MISCELLANEQOUS RROVISIQNS. T-he_ following miscellaneous provisions are a part of this Deed of Trust:

Amendments. What is writterd in this Deed of Trust and in the Related Documents is Grantor's entire agresment
with Lender concerning the, matters covered by this Deed of Trust. To be effective, any change ar amendment to
this Deed of Trust must be i w mg__ and must be signed by whoever will be bound or obligated by the change or
amendment. T

Caption Headings. Captibn headings i.n this Deed of Trust are for convenience purposes only and are not to be
used to interpret or define the prows;ons of this Deed of Trust.

Merger. There shall be no merger of the |nterest or estate created by this Deed of Trust with any other interest or
estate in the Property at any. tlme held bv or for the benefit of Lender in any capacity, without the written consent
af Lender. .

Governing Law. This Deed of Trust wnH bea. gevemed by and interpreted in accordance with federal law and the
laws of the State of Washington.: T hls Daad of Trust has been accepted by Lender in the State of Washington.

Choice of Venue. If there is a Iawsurt Grantor agrees upon Lender’'s request to submit to the jurisdiction of the
courts of Skagit County, State of Washmgten

Joint and Several Liability. All obhgatmns of Grantor under this Deed of Trust shall be joint and several, and all
references to Grantor shall mean each and GVGI'Y ‘Grantor.  This means that each Grantor signing below is
respansible for all obligations in this Deed of Trust

No Waiver by Lender, Grantor understands 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 amits to exercise any right will not mean that
Lender has given up that right. If Lender does agree in writing to give up one of Lender's rights, that does not
mean Grantor will not have to comply with the.other provisioris-of this Deed of Trust. Grantor also understands
that if Lender does consent to a request, that does not mean that Grantor will not have to get Lender's consent
again if the situation happens again. Grantor further uriderstands. that just because Lender consents ta one or
more of Grantor's requests, that does not mean Lender will be'required to consent to any of Grantor's future
requests. Grantor waives presentment, demand for payrient, protest, and notice of dishonor.

Saverability. If a court finds that any provision of this:Déed. of Trust is not valid or should not be enforced, that
fact by itself will not mean that the rest of this Dead of Trust will not"bé*valid or enforced. Therefore, a court will
enforce the rest of the provisions of this Deed of Trust even'if a prowslon of- thls Deed of Trust may be found to be
invalid or unenfarceable.

Successors and Assigns. Subject to any limitations stated in thts 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. |f
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 releasing Grantor from the obligations of this Deed of Trust OF ilablhty under the Indebtedness.

Time is of the Essence. Time is of the essence in the performance of thls Deed of Trust

Waive Jury. All parties to this Deed of Trust heraby waive the right to any jury tnal |n any action, proceeding, or
counterclaim brought by any party against any other party. g

Waiver of Homestead Exemption. Grantor hereby releases and waives aI} nghts and benefits of the homestsad
exemption laws of the State of Washington as to all Indebtedness secured by thls Deed of Trust.

DEFINITIONS. The following words shall have the following meanings when used in thls Deed of Trust
Beneficiary. The ward "Beneficiary” means Whidbey Island Bank, and its successors and asmgns

Borrower. The word "Borrower" means EDWARD J WATSON Il and SUSAN WATSON and |ncludes all co-signers
and co-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 interest provisions relating to the Personal Property and
Rents. -

Environmental Laws. The words "Enviranmental Laws® mean any and all state, federal and Iocal statutes,
regulations and ordinances relating to the protection of human health or the environment, including” without
limitation the Comprehensive Environmental Response, Compensation, and Liability Act of 1980, as amended, 42
U.S.C. Section 9601, et seq. ("CERCLA"), the Superfund Amendments and Reauthorization Actiof-1988, Pub..L.
No. 99-499 ("SARA"), the Hazardous Materials Transportation Act, 49 U.S.C. Section 1801, et seq.,the Regsource=,
Conservation and Recovery Act, 42 U.S.C. Section 6301, et seq., or other applicable state or fedsral Iaws, rules, i
or regulations adopted pursuant thereto.

Event of Default. The words "Event of Default™ mean any of the events of default set forth in this Deed of Tru
the events of default section of this Deed of Trust. .

Existing Indabtedness. The words "Existing Indebtedness"” mean the indebtedness described in the Existing Liens .~
provision of this Deed of Trust. S

Grantor. The ward "Grantor® means EDWARD J WATSON 1ll and SUSAN WATSON.

Guaranty. The word "Guaranty” means the guaranty from guarantor, endorser, surety, or accommodation party to o :

AR

Skaglt County Auditor
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DEED OF TRUST
(Continued) Page 9

REQUEST FOR FULL RECONVEYANCE

:._To:‘ s , Trustee

The unders:gned is the legal owner and holder of all indebtedness secured by this Deed of Trust. You are hereby
requested upon payment of all sums owing to you, to reconvey without warranty, to the persons entitled thereto, the
nght tltle and. 1nterest now held by you under the Deed of Trust.

Dates, L Beneficiary:
o By:
Its:
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