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Grantor(s):
1. CAUDILL, JAMES R
2. CAUDILL, MAR_Y LOU

Grantee(s)
1. Whidbey Island Bank
2. CHICAGO TITLE COMPANY Mt Vernon Trustee
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THIS DEED OF TRUST is dated May 30, 2007, among-JAMES R. CAUDILL and MARY LOU
CAUDILL, husband and wife ("Grantor”); Whidbey" Island _Bank, whose mailing address is CL
SKAGIT - 2, 321 SE PIONEER WAY, P.O. BOX 1589 OAK HARBOR, WA 9B277 (referred to
below sometimes as “"Lender’ and sometimes as "Beneflclarv ); and CHICAGO TITLE
COMPANY-Mt. Vernon, whose mailing address ‘is. 425 COMMERCIAL STREET, MOUNT
VERNON, WA 98273 (referred to below as "Trustee”):
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DEED OF TRUST
(Continued) Page 3

§ i__nélt:g_di-ﬁg the obligation ta indemnify and defend, shall survive the payment of the Indebtedness and the satisfaction
¢ “and reconveyance of the lien of this Deed of Trust and shall not be affected by Lender’s acquisition of any interest
iri'the-Property, whether by foreclosure or otherwise.

Nuisgnc'a. 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
forégoing, Grantor will not remove, or grant to any other party the right to remove, any timber, minerals (including
ail and gas); coal, clay. scoria, soil, gravel or rack products withaut Lender's prior written consent.

Removal of Improvemeants. Grantor shall not demolish or remove any Improvements from the Real Property
withbut-Lendsr's. frior written consent, As a condition to the removal of any Improvements, Lender may require
Grantor to fake. arrangements satisfactory to Lender to replace such improvements with Improvements of at least
equal vakie, " = * ok

Lender's Right to Enter."Lender and Lender's agents and representatives may enter upon the Real Property at all
reasonable times to.éttend. to Lender's interests and to inspect the Real Property for purposes of Grantor's
compliance with theé terms-and conditions of this Deed of Trust.

Compliance with Governmenial 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 ar
otherwise use or occupy the Property in any manner, with all laws, ordinances, and regulations, now or hereafter
in effect, of all governmental authorities applicable to the use or occupancy of the Property. Grantor may contest
in good faith any such_law, ordinance, or regulation and withhold compliance during any proceeding, including
appropriate appeals, so long as Granter has notified Lender in writing prior 1o doing so and so long as, in Lender's
sole apinion, Lender’s initerests.in the Property are not jeopardized. Lender may require Grantor to post adequate
security or a surety bond, reasonably satisfactory to Lender, to protect Lender's interest.

Duty to Protect. Grantor é_ng'rees neither to abandon or leave unattended the Property. Grantor shall do all other
acts, in addition to those acts-get forth’abeve in this section, which from the character and use of the Property are
reasonably necessary to protect an'g 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 ¢f {BJ increase the interest rate provided for in the Credit Agreement or other
document evidencing the Indebtedness:and impasé such other conditions as Lender deems appropriate, upon the sale or
transfar, without Lender's prior written gonsent; 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 equitable; whetherwaluntary or involuntary; whether by outright sale, deed, installment sale
contract, land contract, contract for deed, leagehold interest with a term greater than three {3} years, lease-option
contract, or by sale, assignment, or transfer gf any behefigial interest in or to any land trust holding title to the Real
Property, or by any otner method of conveyance’ of ah interest 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 reldting to the taxes and liens on the Property are part of this Deed of
Trust: sk

Payment. Grantor shalt pay when due {and in all ‘events prior to-delinquencyl all taxes, special taxes, assessments,
charges {including water and sewer), fines and impasitions levied. against or on account of the Property, and shall
pay when due all claims for work done on or for services,fendéred or material furnished to the Property. Grantor
shall maintain the Property free of all liens having priority o_véi 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 provided in this Deed of Trust. . 7

Right to Contest. Grantor may withhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the ohligation 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 (75)days after the lien arises or, if a lien is filed,
within fifteen {15} days after Grantor has notice of the filing, sécure 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 attornéys' fees; orfother charges that could accrue as a
resuit of a foreciosure or sale under the lien. In any contest, Grantor shali.defend itself and Lender and shall
satisfy any adverse judgment before enforcement against the Properiy. Grantor 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 satis_farftorv evidente of payment of the taxes
or assessments and shall autharize the appropriate governmental official to deliver to __lf_’en_ger at any time a written
statement of the taxes and assessments against the Property. G e o

Notice of Construction. Grantor shall notify Lender at least fitteen {15} days before ..fé*nyfwork is commenced, any
services are furnished, or any materials are supplied to the Property, if any mechanic's lien, materialmen's lien, or
other lien could be asserted on account of the work, services, or materials and jthe cos_];_:-éx'ceeds $1,000.00.
Grantor will upon request of Lender furnish to Lender advance assurances satisfactory to, tender that Grantor can
and will pay the cost of such impravements. G e .

PROPERTY DAMAGE INSURANCE. The following provisions relating to insuring the Probértv' afe a part of this Deed of
Trust. SR

Maintenance of insurance. Grantor shalt procure and maintain policies of fire insurance Wwith stqua’rd extended
coverage endorsements on a replacement basis for the full insurable value covering ali Imprévementsson.the Real
Property in an amount sufficient to avoid application of any coinsurance clause, and with’a stanjard.martgagee
clause in favor of Lender, together with such other hazard and liability insurance as Lender miay reascriably tequire.
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, upon request of Lender, w'iil"'de!_iver to Lender
from time to time the policies or certificates of insurance in form satisfactory to Lender, including stiptiations that

coverages will not be cancelled or diminished without at least ten {10} days prior written notice to Lender.”, Each

insurance policy also shall include an endorsement providing that coverage in favor of Lender will not*be impaired
in any way by any act, omission or default of Grantor or any other person. Should the Real Property be: locatedin

an area designated by the Director of the Federal Emergency Management Agency as a special flood ha_zard_;a?e 4

Grantor agrees to obtain and maintain Federal Flood Insurance, if available, within 45 days after notice is given

Lender that the Property is located in a special fiood hazard area, for the maximum amount of your credit’_l_i__n'e' and;

the full unpaid principal balance of any prior liens on the property securing the loan, up to the maximum poljcy_k_""‘
limits set under the National Flood Insurance Program, 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 if the
estimated cost of repair or replacement exceeds $1,000.00. Lender may make proof of loss if Grantor fails to do
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DEED OF TRUST
{Continued) Page 5

¢ /Taxess The following shall constitute texes 1o which this section applies: (1) a specific tax upon this type of

¢/ <Deed 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 Credit

Afreeément;and 14 a specific tax on all or any portion of the Indebiedness or on payments of principal and
intgrest made by Grantor.

Sub_sequen;'Téxes. if any tax to which this section applies is enacted subseguent to the date of this Deed of
Trust;. this event-ghall have the same effect as an Event of Default. and Lender may exercise any or all of its
available remedies for an Event of Default as provided below unless Grantor either (1) pays the tax bafore it
becomes delinquent, or (2} contests the tax as provided above in the Taxes and Liens section and deposits with
Lender cash or a-sufficient corporate surety bond or other security satisfactory to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. The foflowing provisions relating to this Deed of Trust as a
security agreement aréa part of this Deed of Trust:

Security Agreement. This instrument shall constitute a Security Agreement to the extent any of the Property
constitutes fixtures, .and Lender shall have all of the rights of a secured party under the Uniform Commercial Code
as amended frém timeao.time;

Security Interest. Upori‘fequest by Lender, Grantor shall take whatever action is requested by Lender to perfect
and continue Lender's security.interest in tha Personal Property. In addition to recording this Deed of Trust in the
real property records, _Lahdef’ may,. at any time and without further authorization from Grantor, file executed
counierparts, copies of reprodictions.of this Deed of Trust as a financing statement, Grantor shall rsimburse
Lender for all expenses incyrred in’ perfecting or continuing this security interest. Upeon default, Grantor shall not
remove, sever or detach the. Personal Property from the Property. Upon defauit, Grantor shall assemble any
Personal Property not affixed to the Praperty 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
extent permitted by applicable law., E

Addresses. The maiiing add'ressiég Jpt Grantor {debtor) and Lender {secured party) from which information
concerning the security interest granted by this Deed of Trust may be obtained (each as required by the Uniform
Commercial Code) are as stated oh thé first pagé of this Deed of Trust.

FURTHER ASSURANCES: ATTORNEY-INFACT: 'The following provisions relating to furthec assurances and
attorney-in-fact are a part of this Deed of Trust

Further Assurances. At any time, and from time to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause to be made, executed-or;deliveréd, to Lender or to Lender's designee, and when requested by
Lender, cause to be filed, recorded, refiled, or rerécorded, as the case may be, at such times and in such offices
and places as Lender may deem appropriate, any and all such mortgages, deeds of trust, security deeds, security
agreements, financing statements, continuation-'statements, instruments of further assurance, certificates, and
other documents as may, in the sole opinion &f Lender, be necessary or desirable in order to effectuate, complete,
perfect, continue, or preserve (1) Grantor's obligations under the Credit Agreement, this Deed of Trust, and the
Related Dacuments, and (2) the liens and secirity interests-created by this Deed of Trust on the Property,
whether now owned or hereafter acquired by Grantor. Unless grohibited by law or Lender agrees to the contrary in
writing, Grantor shall reimburse Lender for all costs and expénsesiincurred in connection with the matters referred

to in this paragraph.

Attormey-in-Fact. If Grantor fails to do any of the things réferred to in the preceding paragraph, Lender may do so
for and in the name of Grantor and at Grantor's expensé.: For such purposes, Grantor hereby irrevocably appoints
Lender as Grantor's attorney-in-fact for the purpose of making,”éxecuting,-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. B

FULL PERFORMANGCE. if Grantor pays all the indebtetness when due; términates;tie credit line account, and otherwise
perfarms all the obligations imposed upon Grantor under this Deed of Trust, Lender shall execute and deliver to Trustee
a request for full reconveyance and shall execute and deliver to Grantor suitable statements of termination of any
financing statement on file evidencing Lender's security interest in“the Rerits .ard-the Personal Property. Any
reconveyance fee shall be paid by Grantor, if permitted by applicable law'.” The‘grantee m any reconveyance may be
described as the "person or persons legaily entitled thersto”, and the recitalssin the reconveyance of any matters ar
facts shall be conclusive proof of the truthfulness of any such matters or facts. : P

EVENTS OF DEFAULT. Grantor will ha in default under this Deed af Trust if any'of the folldwing happen: (A} Grantor
commits fraud or makes a material misrepresentation at any time in connection with _the Credit: Agreement. This can
include, for example, a false statement abaut Grantor's income, assets, liabilitigs,.or any’ othier aspects of Grantor's
financial condition. (B) Grantor does not meet the repayment terms of the Credit Agreemert. {(C) Grantor's action or
inaction adversely affects the collateral or Lender's rights in the collateral. This can include, for’example, failure 1o
maintain required insurance, waste 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, fareclosure by the holder of another lien, or the use of funds or the dwelling ‘far prohibited-purposes.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default ocours under this Deed of Trust, at arly time thereafter,
Trustee or Lender may exercise any one or more of the following rights and remedies: I

Eiection of Remedies. All of Lender's rights and remedies will be cumulative and ma-y""'k_}é' exercised ‘alone or
together. An election by Lender 1o choose any ane remedy will not bar Lender from using any othér remedy. It
Lender decides to spend money or to perform any of Grantor's obligations under this Deed of Trist, after Grantar's
failure to do so, that decision by Lender will not affect Lender's right to declare Grantor in defauft and to exetcise
Lender's remedies. A S
Accelerate Indebtedness. Lender shall have the right at its option to declare the entire Indebtedness :-i-ﬁﬁm'edia'tefy
due and payable. o R AT
Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have the right to""a_xer'ci'se _i_ts"

power of sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by judicia
foreclosure, in either case in accordance with and to the full extent provided by applicable law.

UCC Remedies. With respect to all or any part of the Personal Property, Lender shall have all the ri‘g:ms“"and,
remedies of a secured party under the Uniform Commercial Code. . G

Collect Rents. Lender shall have the right, without notice to Grantor fo 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 'ndebtedness. in furtherance of this right, Lender may require any tenant “or
other user of the Praperty to make payments of rent or use fees directly to Lender. [f the Rents are collected by

LT
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DEED OF TRUST
{Continued) Page 7

tbisbééd of Trust must be in writing and must be signed by whoever will be bound or obligated by the change or
¢ ;-amendment.
; Cxépti’or:!___ Hgiédjngs. Caption headings in this Deed of Trust are for convenience purposes only and are not 1o be
used to interpret or define the provisions of this Deed of Trust.

Motger. There shall be no merger of the interest or estate created by this Deed of Trust with any other interest or
estate in the Property at any time held by or for the benefit of Lender in any capacity, without the written consent
of Lender,.” & -

Go\}er_ljrir_\_g'Law.-* ']_‘_h'is Deed of Trust will be governed by federal law applicable to Lender and. to the extent not
preempted by federal law. the laws of the State of Washington without regard to its conflicts of law provisions.
This Deed: -dfu_T;__us,:t has besn accepted by Lender in the State of Washington.

Choice of Venue, “If tﬁe_re is a lawsuit, Grantor agrees upon Lender's reguest to submit to the jurisdiction of the
courts of SKAGIT:County, Siate of Washington.

Joint and Several Liabifity. All obligations of Grantor under this Deed of Trust shall be joint and several, and all
references to Grantor shail. mean each and every Grantor. This means that each Grantor signing below is
responsible forall ﬂbtig-gt’ionS‘ih _this Deed of Trust.

No Waiver by Lender. Grantor upderstands Lender will not give up any of Lender's rights under this Deed of Trust
unless Lender does so in writiig. The fact that Lender delays or omits 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-havé to-comply.with the other provisians of this Deed of Trust. Grantor also understands
that if Lender does consent.to, a’requiest, that does not mean that Grantor will not have to get Lender's consent
again if the situation happens again, : Grantor further understands that just because Lender consents to 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 p,re‘sentmen't,fdem_and for payment, protest, and notice of dishonor.

Severabiiity. |f a court finds that ‘any provision of this Deed of Trust is not valid or shoutd 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
enforce the rest of the provisions af this Deed of Trust even if a provision of this Dead of Trust may be found to be
invalid or unenforceable. AT S

Successars and Assigns. Subject tp-dny l__im:ité.ﬁqns stated in this Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shall be binding uporn. and inufe to the benefit of the parties, their successors and assigns. If
owhership of the Property becomes vested in a:person pther than Grantor, Lender, without notice to Grantor, may
deal with Grantor's successors with refererice fo this.Deed of Trust and the ndebtedness by way of forbearance or
extension withaut releasing Grantor from the pbligations of this Deed of Trust or liability under the Indebtedness.

Time is of the Essence. Time is of the essencein the perfarmance of this Deed of Trust.

Waiver of Homestead Exemption. Grantor ﬁ.erebv releases and waives all rights and benefits of the homestead
exemption laws of the State of Washington as 1o all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The following words shall have the foil'q_\.{\}ing meanings-when used in this Deed of Trust:
Beneficiary. The word "Beneficiary” means Whidbey Istand Baﬁk,..kahd its successors and assigns.

Borrower. The word "Borrower” means JAMES R CAUDI-Ii'L:,.a'hd MARY LOU CAUDILL and includes ail co-signers
and co-makers signing the Credit Agreement and all thej:r syécessurg and assigns.

Credit Agreement. The words "Credit Agreement” mean.the credil agreement dated May 30, 2007, with credit
limit of $768,000.00 from Grantor to Lender, together with all renewals of, extensions of, modifications of,
refinancings of, consolidations of, and substitutions for the promissery note ‘or agreement. NOTICE TO GRANTOR:
THE CREDIT AGREEMENT CONTAINS A VARIABLE INTEREST RATE,.~ ™ °

Dsed of Trust. The words "Deed of Trust” mean this Deed of_f‘ T_:i"'i.nst among: Grantor, Lender, and Trustese, and
includes without fimitation ali assignment and security interest:provisions relating to the Personal Property and
Rents. kS R

Environmental Laws. The words "Environmental Laws" mean a@ny and all state; federal and local statutes,
reguiations and ordinances relating to the protection of human health or thé “Bnvironment, including without
limitation the Comprehensive Environmental Respense, Compensation, and Liability Act of 1980, as amended, 42
U.S.C. Section 9601, et seq. ("CERCLA"), the Superfund Amendments and HReauthorization Act of 1888, Pub. L.
No. 99-499 ("SARA"}, the Hazardous Materials Transportation Act, 49 U.5.C. Section 1801, et seq., the Resgurce
Conservation and Recovery Act, 42 U.8.C. Section 6901, et seq., or other applicable state:or federal laws, rules,
or regulations adopted pursuant thereto. et

Event of Default. The words "Event ot Default” mean any of the events of default.set:_férth in this Deed of Trust in
the events of default section of this Deed of Trust.

Existing Indebtedness. The words "Existing Indebtedness” mean the indebtedness described
provision of this Deed of Trust. BT

Grantor. The ward "Grantor” means JAMES R CAUDILL and MARY LOU CAUDILL. )

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 _gir,-.-p('itentia_l hazard
ta human health or the environment when improperly used, treated, stored, disposed of, generated, ritanutactured,
transported or otherwise handled. The words "Hazardous Substances" are used in their very bfoadest sense and
include without Hmitatien any and all hazardous or toxic substances, rnaterials or waste as defined by or hsted
under the Environmental Laws. The term "Hazardous Substances” als¢ includes, without limitationi, petroleum é,r_\d
petrolewn by-products or any fraction thereof and ashestos. B E Y

in the Existing Liens

Improvements. The word "lmprovements” means all existing and future improvements, buildings, st‘ruéturés; _
mobile homes affixed on the Real Property, facilities, additions, replacements and other construction:on the' Real.”
Property. =

indebtedness. The word "Indebtedness” means alt principal, interest, and other amounts, costs and expénses |
payable under the Credit Agreement or Related Documents, together with all renewals of, extengions”of ©
modifications of, consolidations of and substitutions for the Credit Agreement or Related Documents and any o
amounts expended or advanced by Lender to discharge Grantor's obligations or expenses incurred by Trustee of+
Lender to enforce Grantar's obligations under this Deed of Trust, together with interest on such amounts as .o
provided in this Deed of Trust.

Lender. The word "Lender” means Whidbey Island Bank, its successors and assigns. The wards "successors'or

e
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DEED OF TRUST
{Continued) Page 9

REQUEST FOR FULL RECONVEYANCE

Toi® e , Trustee

The uhdéﬂrsigned'}js_the legal owner and holder of all indebtedness secured by this Deed of Trust. You are hereby
requestéd, upon payment of all sums owing 10 you, to reconvey without warranty, to the persons entitled thereto, the
right, title and ipterest now held by you under the Deed of Trust,

Date: - L Bensficiary:
- : _— By:
Its:
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