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CHICAGO TITLE GO, DEED OF TRUST

DATE: August 8, 200'5 A

Reference # (if appllcable) IC36044 w Additional on page

Grantor(s):
1. REED, DAVIDJ

Grantee(s)
1. Whidbey Island Bank r
2. CHICAGO TITLE COMPANY Mt Vernon Trustee

Legal Description: LOT 7, PLAT OF WASHlNGTON PARK ESTATES
Additional on page 2

Assessor’s Tax Parcel ID#: 4770-000<002..-0_000

THIS DEED OF TRUST is dated August 8 2005 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 sometimes as "Beneficiary”); and CHICAGO TITLE COMPANY-Mt. Vernon, whose
mailing address is 425 COMMERCIAL STREET: MOUNT NVERNON, WA 98273 {referred to
below as "Trustee”). _ R
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DEED OF TRUST
{Continued) Page 3

___whg_thér by foreclosure or otherwise,

' Nuisance;- Waste. Grantor shall not cause, conduct or permit any nuisance nor commit, permit, or suffer any

.‘stripping.-of ‘or waste on or to the Property or any portion of the Property. Without limiting the generality of the
foregding, Grantor will not remove, or grant to any other party the right to remove, any timber, minerals {including
oil and gas), ceal, clay, scoria, soil, gravel or rock products without Lender's prier written consent.

Removal of ir'ﬁprovements. Grantor shall not dernolish or remove any Improvements from the Real Property
without Lender's prior written consent. As a condition to the removal of any Improvements, Lender may require
Grantor tg.fnake arrangements satisfactory to Lender to replace such Improvements with Improvements of at least
equal value. - h

Lender's.-Right.to Enter. Lender and Lender's agents and representatives may enter upon the Real Property at all
reasonable‘"'times ito attend to Lender's interests and to inspect the Real Property for purposes of Grantor's
compliance with the tertns:and conditions of this Deed of Trust,

Compliance with .Governmental Requirements. Grantor shall promptly comply, and shall promptly cause
compliance by all agents, tenants or other persons or entities of every nature whatsoever who rent, lease or
otherwise use Or oGoupy. the'Property in any manner, with all laws, ordinances, and regulations, now or hereafter
in effect, of all governmental authorities applicable 1o the use or occupancy of the Property. Grantor may contest
in good faith any such law; crdinance, or regulation and withhold compliance during any proceeding, including
appropriate appeals, so long as Grantor has notified Lender in writing prior to doing so and so long as, in Lender's
sole opinion, Lender’s interests.inthe Property are not jeopardized. Lender may require Grantor to post adequate
seturity or a surety bond; reasonably satisfactory 1o Lender, 10 protect Lender's interest.

Duty to Protect. Grantor a"'gr.éés neither 1o abandon or leave unattended the Property. Grantor shall do all other
acts, in addition to those acts set forth above in this section, which from the character and use of the Property are
reasonably necessary to pratéct and preserve the Property.

DUE ON SALE - CONSENT BY LENDER,_ Lender snay, at Lender's option, {A) declare immediately due and payable all
sums secured by this Deed of Trust'or (B} .ncrease the interest rate provided for in the Credit Agreement or other
document evidencing the Indebtednass and impose such other conditions as Lender deems appropriate, upon the sale or
transfer, without Lender's prior writtén consent.-of all or any part of the Real Property, or any intergst in the Real
Property. A "sale or transfer” means the convéyance of Real Property or any right, title or interest in the Real Property;
whether legal, beneficial or equitable; whether woluntary or involuntary; whether by outright sale, deed, installment sale
contract, land contract, contract for deed, leasehold interest with a term greater than three (3) years. lease-option
contract, or by sale, assignment, or transfer of any benefitial interest in or to any land trust holding title to the Real
Property, or by any other method of conveyance of an nterest in the Real Property. However, this option shall not be
exercised by Lender if such exercise is prohibited:by federal law or by Washington law.

TAXES AND LIENS. The following provisions i'e,_l,ating-"t'o the taxes and liens on the Property are part of this Deed of
Trust: E

Payment. Grantor shall pay when due (and in a}l @vents prior to delinquency) all taxes, special taxes, assessments,
charges {including water and sewer}, fines and impositions 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 Property. Grantor
snall maintain the Property free of all liens having priority over or equal to the interest of Lender under this Deed of
Trust, except for the lien of taxes and assessments not'du€ and; except as otherwise provided in this Deed of
Trust. s P

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 interest'in the Praperty 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 disgharge of the lien, or if requested by
Lender, deposit with Lender cash or a sufficient corporate surety band or other security satisfactory to Lender in an
amount sufficient to discharge the lien plus any costs and attorneys' fees, qr other 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
satisty any adverse judgment before enfarcement against the Property...Grapior shall name Lender as an additional
obligee under any surety bond furnished in the contest proceedings.~., .+ = %

Evidence of Payment. Grantor shall upon demand furnish to Lender satisfactory e\}idet)ce 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 Property. - S

Notice of Construction. Grantor shall notify Lender at least fifteen (15) days-before any“work is commenced, any
services ar furnished, or any matarials are supplied to the Property, if any mechanic's lign, materialmen's dien, or
other lien couid be asserted on account of the work, services, or materials and:the cost exceeds $1,000,00.
Grantor will upen request of Lender furnish to Lender advance assurances satisfgctery to Lender that Grantor can
and will pay the cost of such impravements. I L

PROPERTY DAMAGE INSURANCE. The following provisions relating to insuring the Pf’q ::'erty! ‘are‘a p__ar'f:' of this Deed of
Trust. N ! s '

Maintenance of Insurance. Grantor shall procure and maintain policies of fire insurance with standard extended
coverage endorsements on a replacement basis for the full insurable value covering all Jmprovemants. 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, together with such other hazard and liability insurance as Lender may reasgiiably require.
Policies shall be written in form, amounts, coverages and basis reasonably acceptable to Lendér and issued by a
company of companies 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 not be cancelled or diminished withaut at least ten (10) days prior written notice to-Lender. Each
insurance policy also shail 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 l6cated in
an area designated by the Director of the Federal Emergency Management Agency as a special flood 'h_gazai'd area;
Grantor agrees to obtain and maintain Federal Flood Insurance, if available, for the maximum amount of your credit:
line and the full unpaid principal balance of any prior liens on the property securing the loan, up to the maximurm
policy Hmits set under the National Flood Insurance Program, or as otherwise required by Lender, and to rhairitain
such insurance for the term of the loan. S

Application of Proceads. Grantor shall promptly notify Lender of any loss or damage to the Property if the
estimated cost of repair or replacement exceeds $1,000.00. Lender may make proof of loss if Grantor fails to do."
s0 within fifteen (15) days of the casualty. Whether or not Lender's security is impaired, Lender may, at Lender's
election, receive and retain the proceeds of any insurance and apply the proceeds to the reduction of the
Indebtedness, payment of any lien affecting the Property, or the restoration and repair of the Prooarty 1 | andar
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DEED OF TRUST
{Continued) Page 5

cauntérparts, copies or reproductions of this Deed of Trust as a financing statermnent. Grantor shall reimburse

‘Lender for all expenses incurred in perfecting or continuing this security interest. Upon default, Grantor shail not

rémove, sever 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
Lender and ‘make it available to Lender within three {3) days after receipt of written demand from Lender to the
éxtent permitted hy appiicable law.

A_ddrassq;:" _":I’he_bmailing addresses of Grantor (debtor) and Lender {secured party} from which information
concerning the sécurity interest granted by this Deed of Trust may be obtained (each as required by the Uniform
Commercial _Codghare as stated on the first page of this Deed of Trust.

FURTHER AS.SURA'!!«!CES_;"-:AT‘FORNEY-IN-FACT. The following provisions relating to further assurances and
attorney-in-fact are ‘g part of this Deed of Trust:

Further Assurances. At any time, and from time to time, upon request of Lender, Grantor wiil make, execute and
deliver, 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, retorded, refiled, or rerecorded, as the case may be, at such times and in such offices
and places as L.éndef-may deem appropriate, any and all such mortgages, deeds of trust, security deeds, security
agreements, financing: staterents, continuation statements, instruments of further assurance, certificates, and
other documents as may; in }h'e sole opinion of Lender, be necessary or desirable in order to effectuate, complete,
perfect, continue, or preserie (1) Grantor's obligations under the Credit Agreement, this Deed of Trust, and the
Related Documents, and. {2}~ the liens and security interests created by this Deed of Trust as first and prior liens
on the Property, whether now:-owned-or hereafter acquired by Grantor. Unless prohibited by law or Lender agrees
1o the contrary in writing, Grantor &hall reimburse Lender for il costs and expenses incurred in conneciion with the
matters referred to in this paragraph. ©

Attorney-in-Fact. |f Grantar fails to do any of the things referred to in the preceding paragraph. Lender may do so
tar and in the name of Grantar and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints
Lender as Grantor's attarney-in-fact for the purpose of making, executing, delivering, filing, recording, and doing afl
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 Grantar pays atl the_k__lnde'tit_e_dhgss when due, terminates the credit line account, and otherwise
performs all the obligations impaosed upon-GrantorUnder this Deed of Trust, Lender shall execute and deliver to Trustee
a request for ful reconveyance and shall -execulé and oeliver 1o Gramtor suitable staternents of termination of any
financing statement on file evidencing Lender’s security, interest in the Rents and the Personal 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 erititied 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. Grantor will be in default-under this Deed of Trust if any of the following happen: (A) Grantor
commits fraud or makes a material misrepresentetion at any time in connection with the Credit Agreement. This can
include, for example, a false statement about Grantor’s income, assets, liabilities, or any other aspects of Grantor's
financial condition. (B) Grantor does not meet the repayment terms.of the Credit Agreement. {C) Grantor's action or
inaction adversely affects the collateral or Lender's rights in the collateral. This can include, for example, failure to
maintain required insurance, wasie or destructive use of the dwelling; failure to pay taxes, death of all persons liable on
the account, transfer of title or sale of the dwelling, creation:-“of a:senior lien on the dwelling without Lender's
permission, foreclosure by the holder of another lien, or the use of funds or the dwelling for prohibited purposes.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Defém,t'occuts':under this Deed of Trust, at any time thereafter,
Trustee or Lender may exercise any ane or more of the following rigfits and remedies:

Election of Remsdies. Al of Lender's rights and remedies Wil be cumulative and may be exercised alone or
together. An election by Lender to choose any one remedy will:ngt bar Lender from using any other remedy. If
Lender decides ta spend money or to perform any of Grantor's obligations under this Deed of Trust, after Grantor's
failure to do so, that decision by Lender will not affect Lender'siright to declare Grantor in default and to exercise
Lender's remedies. o -

Accolerate Indebtedness. Lender shall have the right at its option'to 'q_gclé}_e_..t'ﬁé""éntire Indebtedness immediately
due and payable. S,

Foreclosure. With respect to all or any part of the Real Property, the Trﬁgtée shall'hh'éve the right to exercise its
power of sale and to foreclose by notice and sale, and Lender shall have the-Tight to foreclose by judicial
foreclosure, in either case in accordance with and 1o the full extent provided by applicabledaw.

UCC Remedies. With respect to all or any part of the Personal Property, _l__._gnder__.s'ﬁq!t-‘ﬁave all the rights and
remedies of a secured party under the Uniform Commercial Code. e

Collect Rents. 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.proceeds, over and
above Lender's costs, against the Indebtedness. In furtherance of this right. Lender may-tequife any tenant or
other user of the Property to make payments of rent or use fees directly to Lender. If the Rerits are collected by
tender, then Grantor irravocably designates Lender as Grantor's attorney-in-fact to endorse instriments received in
payment thereof in the name of Grantor and to negotiate the same and coliect the proceg_ds‘. Payments by tenants
or other users to Lender in response to Lender's demand shall satisfy the obligations fér which.the.payments are
made, whether or not any proper grounds for the demand existed. Lender may exerciss its-fights under this
subparagraph either in person, by agent, or through a receiver. S

Appoint Receiver. Lender shall have the right to have a receiver appointed to take possession of all‘'or any part of

the Property, with the power to protect and preserve the Property, to operate the Froperty preceding or. pending

foreclosure or sale, and to collect the Rents from the Property and apply the proceeds, over and abpve 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. exceeds the
indebtedness by a substantial amount. Employment by Lender shall not disqualify a person from serving as.a
recaiver. g S

Tenancy at Sufferance. If Grantor remains in possession of the Property after the Property is sold ‘ds provided :
above or Lender otherwise becomes entitled to possession of the Property upon default of Grantor, Gra-htqr“sh_al_l{ ¥
become a tenant at suierance of Lender or the purchaser of the Property and shall, at Lender's option, either {1} -7 .
pay a reasonable rental for the use of the Property, or (2} vacate the Property immediately upon the demand of .~
Lender. R

Other Remedies. Trustee or Lender shall have any other right or remedy provided in this Deed of Trust or ‘the

' (.
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DEED OF TRUST
{Continued) Page 7

7 ___redg_e’éts. Grantor waives presentment, demand for payment, protest, and notice of dishonor.

vs:évg;ability. ¥ a court finds that any provision of this Deed of Trust is not valid or should not be enforced, that
'fact by-itself-will not mean that the rest of this Deed of Trust will not be valid or enforced. Therefore, a court will
griforée the'rest of the provisions of this Deed of Trust even if a provision of this Deed of Trust may be found to be
ihvalid or ungnforceable.

Successors and Assigns. Subject to any limitations stated in this Deed of Trust on transfer of Grantor’s interest,
this Daed of Trust shall be binding upon and inure te 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 releasing Grantor from the obligations of this Deed of Trust or liability under the Indebtedness.

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
exemption laws of.the State of Washington as to all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The .follqw'in_g'-._.wo.‘rq§ shall have the following meanings when used in this Deed of Trust:
Beneficiary. The word"_B_enefj_c’iag_y" means Whidbey Island Bank, and its successors and assigns.

Borrower. The word "quré_wei"“ means DAVID J REED and includes all co-signers and co-makers signing the
Credit Agreement. T

Credit Agreement. The words, "Credit Agreement” mean the credit agreement dated August 8, 2005, with
credit limit of $249,000.00 from Grantor to Lender, together with all renewals of, extensions of,
modifications of, refinancings of, consolidations of, and substitutions for the promissory note or agreement.
NOTICE TO GRANTOR: THE CREDIT AGREEMENT CONTAINS A VARIABLE INTEREST RATE.

Deed of Trust. The words."Deed of Tr-u:st_: mean 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 state, federal and local statutes,
regulations and ordinances relating to-the prétection of human health or the environment, including without
limitation the Comprehensive Environmental Response, Compensation, and Liability Act of 1980, as amended, 42
1U.5.C. Section 9601, et seq. {"CERCLA"} ‘tHe Superfund Amendments and Reauthorizetion Act of 1986, Pub. L.
No. 99-493 ("SARA"), the Hazardous Maferials"Trans_pbrtation Act, 49 U.5.C. Section 1801, et seq., the Resource
Conservation and Recovery Act, 42 U.S.C: Section-6901, et seq., or other applicable state or federal laws, rules,
or regulations adopted pursuant thereio, = - & .

Event of Default. The words "Event of Defhl,;lt" _mé"én any of the events of default set forth in this Deed of Trust in
the events of detault section of this Deed of Trust.

Grantor. The word "Grantor” means DAVID J REED

Hazardous Substances. The words "Hazardous<Substances’ mean materials that, because of their quantity,
concentration or physical, chemical or infectious characteristics,/may cause Of pose & present or potential hazard
to human health or the environment when improperly used; treated, stored, disposed of, generated, manufactured,
transported or otherwise handled. The words "Hazardous Substarices" 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
under the Environmental Laws. The term "Hazardous Substances” also includes, without limitation, petroleum and

petroleum by-products or any fraction thereof and asbestos,

Improvements. The word "Improvements” means all exiéfirig and fatime “improvements, buildings, structures,
mobile homes affixed on the Real Property, facilities, additions, feplacements: and other construction on the Real
Property. i Pk

indebtedness. The word "Indebtedness™ means all principal, interest, and .other amounts, costs and expenses
payable under the Credit Agreement or Relatet Documents, “together .with all renewals of, extensions of,
modifications of, consolidations of and substitutions for the Credit. Agréemient or'Related Documents and any
amounts expended or advanced by Lender to discharge Grantor's obligations-or expenses incurred by Trusteg or
Lender to enforce Granter's obligations under this Deed of Trust, together with interest an such amounts as
provided in this Deed of Trust. ood

Lender. The word "Lender” means Whidbey island Bank, its successors ‘and assigns. The words “successors or
assigns" mean any person or company that acguires any interest in the Credit Agreemenit. -

Personal Property. The words "Personal Property” mean all equipment, fixtures, and other articles of personal
praperty now or hereafter owned by Grantor, and now or hereatter attached .or-affixed to’ the Real Property;
tgether with alt accessions, parts, and additions to, all replacements of, and all substituilons for, any of such
property; and together with ail issues and profits thereon and proceeds finciuding withgut fimitation all insurance
proceeds and refunds of premiums) from any sale or other disposition of the Property.’ sy

Property. The word "Property” means collectively the Real Property and the Personal"Prdpertv._,_-ff‘

Roal Property. The words "Real Property” mean the real property, interests and rights, b _ju'l‘-thar:'dqscfibed in this
Deed of Trust. A e o

Related Documents. The words "Related Documents” mean all promissory notes, credit--agreemients, loan
agreements, environmental agreements, guaranties, security agreements, maorigages, deeds .of trust,-security
deeds, collateral martgages, and all other instruments, agreements and documents, whether now or hereafter
existing, executed in connection with the Indebtedness. S

Rents. The word "Rents" means all present and future rents, revenues, income, issues, royalfie

"bl;qf'i"ts, and
other benefits derived from the Property.

Trustee. The word "Trustee” means CHICAGO TITLE COMPANY-Mt. Vernon, whose mailing aadféss is 425

COMMERCIAL STREET, MOUNT VERNON, WA 98273 and any substitute or sugcessor trustees.

LT, Bk \W\\
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