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FIRST AMERICAN TITLE CO.

DEED OF TRUST

DATE: May 7, 2007

Reference # (ii appilcable) 896‘17'“1‘:
Grantor(s}): L
1. WATSON, BRAD

Grantee(s} :
1. Whidbey Island Bank g
2. FIRST AMERICAN TlTLE COMF’ANY Mt. Vernon , Trustee

Qui -2

Additional on page

Legal Description: PTN, LOT 7 ANDB, B-LOCK 2, "RIVERSIDE ADDITION TO THE TOWN OF

MOUNT VERNON"

Assessor’s Tax Parcel ID#: 3755-002-008-0009 y P YS

Additional on page 2

THIS DEED OF TRUST is dated May 7 2007 among BRAD WATSON, a single person
("Grantor”); Whidbey Istand Bank, whose mailing-address. is CL SKAGIT -1, 321 SE PIONEER
WAY, P.O. BOX 1589, OAK HARBOR, WA 98277 {referred to below sometimes as "Lender”

and sometimes as "Beneficiary"); and FIRST AMERICAN TITLE COMPANY-Mt. Vernon ,

whose

mailing address is 1301-B RIVERSIDE DRIVE, MOUNT VERNON WA 98273 (referred to below

as “Trustee™}.
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DEED OF TRUST
{Continued) Page 3

Frust.

Right-to"Gontest. Grantor may withhold payment of any tax, agsessment, ot claim in connection with a good faith

" dispiute-over-the obligation to pay, so long as Lender’s interest in the Property is not jeopardized. If a lien arises or
is' filéd as a result of nanpayment, Grantor shall within fifteen (135) days after the lien arises or, it a lien is filed,
within fitteen (15) days after Grantor has notice of the filing, secure the discharge of the lien, or if requested by
‘Lender, deposit with Lender cash or a sufficient corporate surety bond or other security satisfactory to Lender in an
amount sufficient to discharge the lien plus any costs and attorneys’ fees, or other charges that could accrue as a
result-of aforeciogure or sale under the fien. In any contest, Grantor shall defend itself and Lender and shall
satisfy any adverse judgment before enforcement against the Property. Grantor shall name Lender as an additional
obligee undér any surety bond furnished in the contest praceedings.

Evidence qf"Pav’fh_eni;::.'Grantor shall upon dernand furnish to Lender satisfactory evidence of payment of the taxes
ar assessiments and shall authorize the appropriate governmental officiat 1o deliver to Lender at any time a writien
statement of the ‘taxes a_nd.,gssessmants against the Property,

Notice of Construction. Grantor shall notify Lender at least fitfieen (15) days before any work is commenced, any
services are furnished, or any:-materigts are supphed to the Property, if any mechanic’s lien, materialmen's lien, or
other lien cauld b2 asserted ‘on account of the work, services, or materials. Grantor will upon request of Lender
furnish to Lender advarice assUrances satisfactory to Lender that Grantor can and will pay the cost of such
improvements. P

PROPERTY DAMAGE |NSU_BANCI§,_ The-folowing pravisions relating to insuring the Property are a part of this Deed of
Trust.

Maintenance of Insurance:; Grantor shall procure and maintain policies of fire insurance with standard extended
coverage endorsements on @ replacement basis for the full insurable value covering all Improvemeants on the Real
Praperty in an amount sufficient to év_éid _application of any coinsurance clause, and with a standard mortgagee
clause in favor of Lender. ‘Grantor shall aleo.procure and maintain comprehensive general liability insurance in such
coverage amounts as Lendér.may request’with Trustea and Lender being named as additional insureds in such
liability insurance policies. Additionally,“Grantor shall maintain such other insurance, including but not limited to
hazard, business interruption, and-boilér insurance, 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, ugon‘request of Lender, will deliver to Lender from time to time the
policies or certificates of insurancein form satisfactory to Lender, including stipulations that coverages will not be
cancelled or diminished without at \e’astgen:'("q_o) days prior written notice to Lender. Each insurance policy also
shall include an endersement providing that coverage:it favor of Lender will not be impaired in any way by any act,
omission or default of Grantor or any other person.” The Real Property is or wilt be located in an area designated by
the Director of the Federal Emergency Mahagerient Agency as a special flood hezard area. Grantor agrees to
ohbtain and maintain Federal Flood Insurance,if available, for the full unpaid principal balance of the loan and any
prior liens on the property securing the [Gani up to the maximum policy limits set under the Mational Flood
Insurance Program, or as otherwise required by Lender, and to raintain such insurance for the term of the lpan.

Application of Proceeds. Grantar shall promptly. notify Lender of any loss or damage to the Property if the
estimated cast of repair or replacement exceeds *$1,000.00. Lerder may make proof of loss if Grantor fails 10 do
so within fifteen {15} days of the casualty. Whether or not-Lender's security is impaired, Lender may, at Lender’'s
election, receive and retain the proceeds of any insurdnce and ‘apply the proceeds to the reduction of the
Indebtedness, paymeant of any lien affecting the Praperty, or the restoration and repair of the Property. If Lender
eiects to apply the proceeds to restoration and repair, Grantor shall repair or replace the damaged or destroyed
improvermems in a manner satisfactory 1o Lender. Lender:shall; ‘upbn satisfactory proof of such expenditure, pay
ar reimburse Grantor from the proceads for the reasonabie cost of repair-or restoration if Grantor is not in default
under this Deed of Trust. Any proceeds which have not Besr disbursed within 180 days atter their receipt and
which Lender has nat committed to the repair or restoration of the Property shall be used first to pay any amount
owing to Lender under this Dead of Trust, then to pay accrued intérest, and the remainder, if any, shalt be applied
to the principal balance of the Indebtedness. If Lendsr holds any gfogeeds after payment n full of the
Indebtedness, such proceeds shall be paid without interest to Grantor as Graator's interests may appear.

Grantot's Report an insurance. Upon request of Lender, however not mors thari ohce a year, Gramtor shall furnish
to Lender a repart on each existing poficy of insurance showing: (1) ihe pamie Of the insurer; (2} the risks
insured; (3) the amount of the policy; (4} the property insured, theithen currént replacement value of such
property, and the manner of determining that vaiue; and (3] the axpiration;date of the policy. Grantor shall, upon
request of Lender, have an independent appraiser satisfactory ta Lender determine the:cash value replacement cost
of the Property. T

LENDER'S EXPENDITURES. If any action or progeeding is commenced that would-materidlly-dffect Lender's interest in
the Property or if Grantor fails to comply with any provision of this Deed of Trust or any Ratated Documents, including
but not limited to Grantar's failure to discharge or pay when due any amounts Grantor is required tg discharge ot pay
under this Deed of Trust or any Related Documents, Lender an 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 all"taxes, liens, security
interests, encumbrancas and other claims, at any time levied or placed on the Property and paying sl costs for insuring,
maintaining and preserving the Property. All such expenditures incurred or paid by Lend&r for such-purposes will then
bear interest at the rate charged under the Note from the date incurred or paid by Lender to_the date of repayment by
Grantar. All such expenses will become a part of the indebredness and, st Lender's option, will’ (A) bé payable on
demand:; (B] be added to the balance of the Note and be apportioned amaong and be payabld with any instaliment
payments to become due during either (1} the term of any applicable insurance policy; or {2} thg.rerraining term of
the Note; ar (C) be treated as a balloon payment which will be due and payable at the Note's miaturity. The Ueed of
Trust also will secure payment of these amounts. Such right shall be in addition to all other rights and remedies to
which Lender may be entitled upen Default. B AT

WARRANTY: DEFENSE OF TITLE. The following provisions relating to ownership of the Property are a.part ot this Degd
of Trust; T
Title. Grantor warrants that. (a) Grantor holds good and marketabie title of record to the Propert{i i fee simple,

free and clear of all liens and encumbrances other than those set forth in the Real Property description or in-any &_::'
title insurance policy, title repart, ar final title opinion issued in favor of, and accepted by, Lender in“copnegtion:

with ths Deed of Trust, and (b) Grantor has the full fight, power, and autherity to execute and deliver this Deed of

Trust to Lender. &

Defense of Title. Subject to the exception in the paragraph above, Grantor warrants and will forever defend’ the .
title to the Property against the lawiul claims of all persons. In the event any action or proceeding is commenced
that gquestions Grantor's title or the interest of Trustee or Lender under this Deed of Trust, Grantor shall defend-the
action at Grantor's expense. Grantor may be the nominal party in such proceeding, but Lender shall be entitled 10

R
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DEED OF TRUST
{Continued) Page 5

légally entitled thereto”, and the recitals in the reconveyance of any matters or facts shall be conclusive proof of the
trythfulness of any such matters of facts.
EVENTS OF DEFALILT, Each of the following, ot Lender's option, shall constitute an Event of Default under this Deed
of Trust;; 5
;f_Paifmsnt Default Grantar fails to make any payment when due under the Indebtedness.
Othar Dgfa'u_l't's. _Grantor fails to comply with or 1o perform any other term, obligation, covenant or condition
containéd jr this’ Deed of Trust or in sny of the Related Documents or to comply with or to perform any term,
obligation, covenant.or condition contained in any other agresment between Lender and Grantor.
Complian_cé' Dafault. “Failure to comply with any other term, obligation, covenant or condition contained in this
Deed of Trust; the Noype or in any of the Related Documeants.
Defauit on Other:_Paymeﬁ'ts. Failure of Grantor within the time required by this Deed of Trust to make any payment
for taxes or insurar]c:é, or. dny other payment necessary to prevent filing of or to effect discharge af any lien.
False Statamants. _Any vwarranty, representation or statement made or furnished to Lender by Grantar or on
Grantor's behaif 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 or becomes false or misleading at any time thereafter.
Defective Collateratization, '“T_his Deed of Trust ar any of the Related Documents ceases to be in full force and
effect {including failure of any collateral document to create a valid and perfected security inierest or lien) at any
time and for any reasgf. .° -7
Death or Insolvency. The death aof any, Grantor, the insalvency of Grantor, the appeintment 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 praceeding under any bankruptey or insolvency laws by or against Grantor.

Creditor or Forfeiture Proceadings. Comencement of foreclosure or forfeiture proceedings, whether by judicial
proceeding, selt-help, repossession or afiy other mathod, by any creditor of Grantor or by any gavernmenial agency
against any property securing the indebtedness. This includes a garnishment of any of Grantor's accounts,
including deposit accounts, with .-L’e@_dér. Howgver, this Event of Default shall not apply if thera is a good faith
dispute by Granter as to the validity or reasefiableness of the claim which is the basis of the creditor or forfeiture
proceading and if Grantor gives Lendet writteR potice of the creditor or forfeiture proceeding and deposits with
Lender monies or a sutety bond forthe.cfeditér ar forfeiture proceeding, in an amount determined by Lender, in its
sole discretion, as being 2n adequate'resqr\?e'or-bond far the dispute.

Breach of Other Agreement. Any breach by ‘Grantqr-’"u_h'der the terms of any other agreement between Grantor and
Lender that is not remedied within any grace period:provided thergin, including without limitation any agreement
concerning any indebtadness or other obligatioryuf.Grantar to Lender, whether existing now or iater.

Events Affecting Guarantor. Any of the préceding events occurs with respect to any guarantor, endorser, surety,
or accommodation party of any of the !ndetitedqess of any guaranior, endorser, surety, or accommodation party
dies or becames incompetent, of revokes of, disputes the validity of, or liability under, any Guaranty of the
Indebtedness. In the event of a death, Lender” at its optiod;. may, but shall not be required ta, permit the
guarantor's estate to assume unconditionally the obligations_arising under the guaranty in a mannes satisfactory 10
Lender, and, in doing so, cure any Event of Default. TR

Adverse Change. A material adverse change Gccurs in Grantor's financial condition, of Lender believes the
prospect of payment or performance of the Indebtedness is impairgd.

Insecurity. Lender in good faith believes itself insecure.

Right to Cure. 1f any default, other than a default in paymerit 14 curable and-if Grantor has not been given a notice
of a breach of the same provision of this Deed af Trust within the preceding twelve {12) months, it may be cured it
Grantar, after receiving written notice from Lender demanding cure of such default: (1} cures the default within
ten (10} days; or {2} if the cure requires more than ten {10) days; immediately initiates steps which Lender deems
in Lender's sole discretion to be sufficient to cure the default and thereaftér continues and completes alt reasonable
and necessary steps sufficient to produce compliance as soon as reasanably practical,

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default ocours under :t}\_!_s Deed:of Trust, at any iime thereafter,
Trustee ar Lender may exercise any ane or more of the following rights and rem’eg}iés: |

Election of Remedies. Election by Lender to pursue any remedy shall not-ey_}iclude purs_:.}it of any other remedy, and
an election to make expenditures ar to take action to perform an obligation of Grantor wunder this Deed of Trust,
after Grantor's failure 1o perform, shakl not affect Lender's right to declare a default and exercise its remedies.

Accelerate Indebtedness. Lender shall have the right at its option to declafe"ﬂié ehf'q_r__ﬁ’lhdebtedness immediately
due and payable, including any prepayment penalty which Grantor would be requiféd__,td pay. .

Foreclosure. \With respect to all or any part of the Real Property, the Trustee s;'_ha'_ll have,uthe&._right to exercise its
power of sale and to foreclose by notice and sale, and Lender shall have the'right” to” fore glose by judicial
foreciosure, in either case in accordance with and to the full extent pravided by applicable faw

UCC Remedies. With respect to ali or any part of the Personal Property, Lender sha!l,ha\ggf‘a_ﬂ‘ﬂthe rights and
remedies of a secured party under the Uniform Commercial Code. R

Collect Rents. Lender shall have the right, without notice to Grantor 1o take possedsion gf-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 lndebtedness. In furtherance of this right, Lender may. réquife any tetiant or
other user af the Property to make payments of rent or use fees directly to Lender. If the Heriis, dre collectéd by
Lender, then Grantor irrevocably designates Lender as Grantor's attorney-in-fact to endorse ingtruments re_c'e'i‘\geq in
payment thereof in the name of Grantor and fo negotiate the same and collect the proceeds, Paymenig:by lenants
or other users to Lender in response to Lender's demand shall satisty the obligations for which the-payménts ‘are
made, whether or not any proper grounds for the demand existed. Lender may exercise its rights under thiss
subparagraph either in person, by agent, or through a receiver, B o

Appoint Regeiver. Lender shall have the right to have a receiver appointed to take possession of all or gy part.of »
the Property, with the power to protect and preserve the Property, to operate the Praperty preceding or-pendipg’
foreclosure or sale, and to collect the Rents from the Property and apply the proceeds, over and above the.fost of
the receivership, against the Indebtedness. The receiver may serve without bond if permitted by law. Lend_er.'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 fram serving’as .a

receiver.
Tenancy at Sufferance. If Grantor remains in possession of the Property after the Property is sold as provided

AR
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DEED OF TRUST
(Continued) Page 7

No Waiver by Lendsr. Lender shall not be deemed ta have waived any rights under this Deed of Trust unless such
“wdiver js given in writing and signed by Lender. No delay or omission on the part of Lender in exercising any right
EhaltGperate as a waiver of such right or any other right. A waiver by Lender of a provision of this Deed of Trust
“ shal, riot prejudice or constitute a waiver of Lender's right otherwise to demand strict compliance with that
gro¥ision of any other provision of this Deed 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
asito any __f{jtl_i're transactions. Whenever the consent of Lender is required under this Deed of Trust, the granting
af sych songent by Lender in any instance shall not constitute continuing consent to subsequent instances where
sugh Consent j¢ required and in gll cases such consent may be granted or withheld in the sole discretion of Lender,

Severability. H'a court of cempetent jurisdiction finds any provision of this Deed of Trust to be illsgal, invalid, or
unentorcéable. as 10, any circumstance, that finding shall not make the offending provisien iliegal, invalid, or
unenforceable ‘as'io any ather circumstance. |If feasible, the offending provision shall be considered modified so
that it becomes.lagal 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 pravision of this Deed of Trust shall nat affect the legality, velidity or enforceability of any
ather provision, of this Deed ot Trust.

Successors and-Assigns,: Subjéct to any limitations stated in this Deed of Trust on wransfer of Grantor's interest,
this Deed of Trust shall be Hinding upon and inure to the benefit of the parties, their successors and assigns. if
ownership of the Property‘begomes vested in a person other than Grantor, Lender, without notice to Grantor, may
deal with Grantor's sugeesgors with.reference to this Deed of Trust and the Indebtedness by way of forbearance or
extension without rel¢asing Grantor. _1‘mm the obligations of this Deed of Trust or liability under the Indebtadness.

Time is of the Essence. Tifneis of the éssence in the performance of this Deed of Trust.

Waiver of Homestead Exémﬁtion. G_fra__ntor hereby releases and waives all rights and benefits of the homestead
exemption laws of the State of Washington-as to all Indebtednass secured by this Deed of Trust.

DEFINITIONS. The following capitalized words.énd terms shall have the following meanings when used in this Daed of
Trust. Unless specifically stated to the contrary, all references to dallar amounts shall mean amounts i lawful money
of the United States 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: "be_ds and terms not otherwise defined in this Deed of Trust shall
have the meanings attribuied to such terms in the Uniferm Commercial Code:

Beneficiary. The ward "Beneficiary""m’éaﬁs_ Whj_dbey isiand Bank, and its successors and assigns.

Borrower. The word "Borrowar” means BRAD WATSON and includes alt co-signers and co-makers signing the
MNote and all their successors and assigns, o

Deed of Trust. The words "Deed of Trust” micon 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. 5o

Default. The word "Dafault” means the Defaul't.s:'é:g torth in this Deed of Trust in the section titled "Default".

Event of Dafautt. The words "Event of Default" Tiean any of t_hé 'évents of dafault set forth in this Deed of Trust in
the events of default section of this Deed of Trust. S

Grantor. The word "Grantor™ means BRAD WATSON.

Guaranty. The word "Guaranty” means the guaranty f"‘rpri"-; guarar}t‘or{ endorser, surety, or accommadation party to
Lender, including without limitation a guaranty of alf or part.gf the Nate.

lmprovements. The word "lmprovements® means all existing“and future improvemants, buildings, structures,
mobile homes affixed on the Real Property, facilities, additions, replacements and other construction on the Real
Property. S G

Indebtedness. The word "Indebtedness” means all principal, interest, and other amounts, costs and expenses
payable under the Note or Related Documents, together with “alt. renewals of, extensions of, modifications of,
consalidations of and substitutions for the Note or Retated Documents and-any.amounis expended or advanced by
Lender to discharge Grantor's ohligations or expenses incurred“by-*Trustee gr ‘Lender to enforce Grantor's
obligations under this Deed of Trust, together with interest on such amounts as provided in this Deed of Trust.

Lendsr. The word “Lender® means Whidbey Isfand Bank, its successors gnq"assigns_:

Note. The word "Note” means the promissory note dated May 7, 2007, in the original principal amount of
$645,000.00 from Grantor to Lender, fogether with afl renewals, of; extensions” of. modifications of,
refinancings of, consolidations of, and substitutions for the promissory note ‘or-agreeient. NOTICE TO GRANTOR:
THE NQTE CONTAINS A VARIABLE INTEREST RATE.

Personal Property. The words "Personal Property" mean all equipment, fixtures, and othér atticles of personal
property now or hergafter owned by Grantor, and now or hereafter attached’or, affixéd t5 the Real Property;
together with all accessions, parts, and additions to, all replacemsats of, and all substitdtions” for, any of such
property; and together with all issues and prafits thereon and proceeds {including ‘without limitation all insurance
proceeds and refunds of premiums) from any sale or other disposition of the Property. S

Property. The word "Property” means collectively the Real Property and the Personal Prdb_eﬁ\,r

Real Property. The words "Real Property” mean tha real property, interests and rights, as tﬁn‘r‘i"e?_giest':f_i_béd in this
Deed of Trust. o A
Related Documents. The words "Related Documents” mean all promissory notes, cred_it‘“agi"éemén_ts,, “Joan

agreements, guaranties, security agreements, mortgages, deeds of trust, security deeds, collateral moigages, ‘a;nd
all other instrumanis, agresments and documents, whether now or hereafter existing, executed in.congection with

the indebtedness; provided, that the environmental indemnity agreements are not "Relfated Docduments®, and are

not secured by this Deed of Trust.

Rents. The word "Rents” means all present and future rents, tevenues, income, issues, royalties; profits, .and 7

other benefits derived from the Property. .

Trustee. The word "Trustee” means FIRST AMERICAN TITLE COMPANY-Mt. Vernon , whose mailing addressis =

1301-B RIVERSIDE DRIVE, MOUNT VERNON, WA 98273 and any substitute or successor trustees.
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