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CHICAGO TITLE COMPANY

1C44332
DEED OF TRUST

DATE: Decentlber 20:'“ 2007

Reference # (if appllcable} Additional on page
Grantor(s}:
1. REED, DAVID J

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

Legal Description: Lot 7, PLAT-O-F:WA-S&HINGTON PARK ESTATES
Additional on page 2

Assessor's Tax Parcel ID#: 4770-000-007-0000

THIS DEED OF TRUST is dated December. 20, 2007, among DAVID J. REED, as his separate
estate ("Grantor"); Whidbey Island Bank, whosae: mallmg address is PRIVATE BANKING -
SKAGIT, 321 SE PIONEER WAY, P.0. BOX 1589 OAK HARBOR, WA 98277 (referred to
below sometimes as “Lender” and sometimes as "f"Beneflclary“) and CHICAGO TITLE
COMPANY-Mt. Vernon, whose mailing address is -425 COMMERCIAL STREET, MOUNT
VERNON, WA 98273 (referred to below as "Trastee®).” . ..
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DEED OF TRUST
{Continued) Page 3

; _.iri']:_he Praperty, whether by foreciosure 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 1o the Property or any portion at the Property. Without limiting the generality of the
_:_for_eg'oing_,:’ Srantor will not remove, or grant to any other party the right to remove, any timber, minerals {including
"ol and ga__s)", coal, clay. scoria, soil, gravel or rock products without Lender's prior writtert consent.

: Removal _.be:;? improvements. Grantor shall not demglish or remove any mprovements from the Real Property
. without-Lender's prior written consemnt. As a condition to the removal of any Improvements, Lender may require
“Gramior 10 make .arrangements satisfactory to Lender to replace such 'mprovements with Improvements of at least

dgual. \ralue

Lender's Hrght to EnIar tender and Lender's agents and represantatives may entar upon the Real Property at all
reasopable times te attend to Lender's interests and to inspect the Real Property for purposes of Grantor's
compliance with.the tetms and conditions of this Dead of Trust,

Compliance with “Governmental Reguivements. Grantor shall promptly comply, and shall promptly cause
comphance bhy.all agents, . tenants or other persans or entities of every nature whatsoever who rent, lease of
otherwise use or-occupy the Property in any manner, with all faws, ordinances, and regulations, now or hereafter
in effect, of ali govérrimental authorities applicable ta 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 !o'ng as Grantor has notified Lender in writing prior to doing so and so fong as, in Lender's
sole opinion, Lender'sqintefests.in the Property are not jeopardized. Lender may require Grantor to post adequate
security or a surety bond reasonal:ﬂy satisfactory to Lender, to protect Lender’s interest,

Duty to Protact. Grantor agrees nelther to abandon of leave unaitended 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 protec’t and presgrve the Property.

DUE ON SALE - CONSENT BY. LENDER. Lgndgr may, at kender's option, {A) declare immediately due and payable alt
sums secured by this Deed of Trust or B} increase the interest rate provided for in the Credit Agreement or oiher
document evidencing the Indebtedness:anﬂ'impase such other conditions as Lender deems appropriate, upon the sale or
transfer, without Lender's prior writtes” consent,~of all or any part of the Real Property, or any interest in the Reat
Property. A "sale ar transfer” mearisithe conveyance of Real Property or any right, title or interest in the Real Property;
whether legal, baneficial or equitable; whethaeoluntary or involuntary; whether by outright sale, deed, instaliment sate
contract, land contract, conwract for deed, lgasehold interest with a term greater than three (3} years, lease-option
contract, or by sale, assignment, or transfér of dny bensfictal interest in ar to any land trust holding title to the Real
Property, or by any other method of conveyance of an- interest in the Real Property. However, this aption shall not be
exercised by Leader if such exercise is prohibited by féd&fai taw or by Washingtoen law.

TAXES AND LIENS. The following provtsaons relatmg 1o the taxes and liens on the Property are part of this Deed of
Trust:

Payment. Grantor shall pay when due {and in é-ll avents prior to delinquency} all taxas, 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 wark dene on or for services rendéred or material furnished to the Property. Grantor
shall maintain the Property free of all liens having priority gveror 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,

Right to Contest. Granior may withhold payment of any tax, assessment or claim in cannhection with a good faith
dispute over the obligation to pay, so long as Lender's Interest inthe Property is not jeopardized. If a fien arises ar
is filed as a result of nonpayment, Grantor shall within fifteen” {16} days-after the lien arises or, if a lien is filed,
within fifteen (15) days after Grantor has notice of tha filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lender cash or a sufficient corporate gurety bond or éthier security satisfactory to Lender in an
amount sufficient to discharge the lien plus any costs and attorneys fees, or ather 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 shaft
satisfy any adverse judgment before enforcement against the Properpy.” Grantor, shal! name Lender as an additional
obligee under any surety bond furnished in the contest proceedings,,

Evidence of Payment. Grantor shal upon demand furnish to Lender satrsfactory ewdence of payment of the taxes
or assessmenis and shall authorize the appropriate governmentat offrmal to delwer ‘to Lender at any time a writien
statement of the taxes and assessments against the Property. : ;

Motice of Construction. Grantor shall notify Lender at least fifteen (15 ‘days. before anv work is cammenced, any
services are furnished, or any materials are supplied to the Property. it any mechamc S fian, materialmen's lien, or
other fien could be asserted on account of the work, services, or materials and the cost exceeds $1,000.00.
Grantor will upan request of Lender furnish to Lender advance assurances satlsfactorv to Lender that Grantor can
and will pay the cost of such improvements. :

PROPERTY DAMAGE INSURANCE. The following provisions relating ¢ insuring the Property aré a part of this Deed of
Trust,

Maintenance of Insurance. Grantor shall procure and maintain policies of fire msurance'wnh’ standard extended
coverage endorsements on a reptacemant basis for the full insurable value covering ait” ‘Improvemenision the Real
Property in an amount sufficient to avoid appfication of any coinsurance clause, and with'a standard mortgagae
ctause in favor of Lender, together with such other hazard and lability insurance as Lender.may reasonabiy requirg.
Policies shall be written in form, amounts, coverages and basis reasonably acceptable to letider and issded by a
company or companies reasonably acceptable to Lender. Grantor, upon request of Lender, will deliver to Lender
from time to time the policies ot certificates of insurance in form satisfactory to Lender, tnctudmg stipulations:that
coverages will not be cancelled or diminished without at least ten (10} days prior written notice to Lender. “Fach
insurance policy also shall inctude an endorsement providing that coverage in favor of Lender waH not be impairéd
in any way by any act, omission or default of Grantor or any other parson. Should the Real Property be focared in:
an area designated by the Director of the Federal Emergency Management Agency as a special flgod-hazard area, :
Grantor agrees 10 obtain and maintain Federal Flood Insurance, if available, within 45 days after noticetis given bv}'
Lender that the Property is located in & special flood hazard area, for the maximum amount of Grantor's credr na’
and the full unpaid principal balance of any prior liens on the property securing the loan, up to the rmaximim: pohcy
limits set under the National Flood Insurance Program, ar as otherwise required by Lender, and to maiftain such,"
insurance for the term of the loan.

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the Property ef the'
estimated cost of repair or replacement exceeds $1,000.00. Lender may make proof of loss if Grantar fails to'do
so within fifieen (15) days of the casuaity. Whether or not Lendsr'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 .

WA
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DEED OF TRUST
{Continued} Page 5

" _@rantor 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
< Agreement; and (4} a specific tax on ali or any portion of the Indebtedness ar on payments of principal and
interest made by Grantor.

_,:'Subsequent Taxes. If any tax to which this section applies is enacied subsequent to the date of this Deed of

¢ Trust, this event shall have the same effect as an Event of Default, and Lender may exercise any or all of its

available-"reiinedies for an Event of Default as provided below unless Grantor sither (1) pays the tax before it

* begomes delinguent, 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 o Lender,

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

Security Agreement “This instrument shall constitute a Security Agreement to the extent any of the Property
constitutes fixtures;” andLendar shall have all of the rights of a secured party under the Uniform Commercial Code
as amended from'time to time.

Security Interest: Upan request by Lender, Grantar shall take whatever action is requested by Lender to perfect
and continue.Lender!s security interest in the Personal Property. in addition to recording this Deed of Trust in the
real property recards; Lepder“may, at any time and without further authorization from Grantor, file executed
counterparts, copies of:feproductions of this Dead of Trust as a financing statement. Grantor shall reimburse
Lender for al expansgé iné'l.lrred-...i.n perfecting or continuing this security interest. Upon default, Grantar shall not
remove, sever or detach the Parsenal 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 convenlant 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 .

Addresses. The mailmg addresse.s of ‘Grantor {debior) and Lender {secured partyl 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 on’ the ‘tirst page of this Deed of Trust.

FURTHER ASSURANCES: ATTORNEY - FACTY.~", The following provisions relating to further assurances and
attorney-in-fact are a part of this Dead of Tms‘t b

Further Assurances. At any tims;, and from tlme ta time, upon request of Leader, Grantor will make, execute and
deliver, or will cause to be made, executed or ‘delivered, to Lender or to Lender's designee, and when requasted tiy
Lender, cause to be filed, recorded, refr[ed ‘or rergcarded, as the case may be, at such times and in such offices
and places as Lender may deem appropriate, any and all such mortgages, deads of trust, security deeds, security
agreements, financing statements, continuatidn statements, instruments of further assurance, certificates, and
other documents as may, in the sole opinian of Lender, be necessary or desirable in order to eftectuate, complete,
perfect, continue, or preserve (1) Grantar's obligations under the Credit Agreement, this Deed of Trust, and the
Retated Documents, and {2}  the liens and: security interests created by this Deed of Trust on the Property,
whether naw owned or hergafter acquired by Grantor. Unless prahibited by law or Lender agrees to the contrary in
writing, Grantor shall retmburse Lender for all casts ang expenses incurred in connection with the snatiers referred
to in this paragraph. . .

Attorney-in-Fact, If Grantor fails to do any of the thmgs referred ta in the preceding paragraph, Lender may do so
tfor and in the name of Grantor and at Grantor's expensa’ For such purposes, Grantor hereby irrevocably appeints
Lender as Grantor's attarney-in-fact for the purpase of making, gxecuting, delivering, filing, recording, and daing sl
other things as may be nacessary or desirable, in Lender 'S soie opinron, to accomplish the matters referred to in
the preceding paragraph. :

FULL PERFORMANCE. (f Grantor pays ail the Indebtedness whsn due, tarmtnates the credit line account, and otherwise
performs all the obligations imposed upon Grantor under this Deed of Trust, Lender shall execute and deliver to Trustas
a request for full reconveyance and shail exascute and defiver to: Grantor suitable statements ot termination of any
financing staterment on file svidencing Lender's security interest in the Rerits and the Perscnal Property. Any
reconveyance tee shall be paid by Grantor, if permitted by applicable law:" The grantee in any reconveyance may be
described as the "person or persons legally entitled thereta™, and the recltais in the reconveyance of any matters or
facts shalt be canclusive proof of the truthfulness of any such matters or facts o

EVENTS OF DEFAULT. Grantor will be in default under this Deed of Trust if anv of the follow'.ng happer: {A) Grantor
commits fraud or makes a material misrepresentation at any time in connegtion with the Credit Agreement. This can
include, for example, a false statement about Grantor's income, assets, liapitities, or any. ﬂther aspects of Grantor's
tinancial condition. (B} Grantar does not meet the repaymant terms of the Credit’ Agreemient. {C) Grantor's action or
inaction adversely affects the collateral or Lender's rights in the collateral. This can: mclude, for example, failure to
maintain required insurance, waste or destructive use of the dwelling, failure to pay taxes, death of all parsons fiable on
the account, transfer of title or sale of the dwelling, creation of a senior fien jon' the dweling without Lender's
permission, foreclosure by the holder of anothar lign, or the use of funds or the dwe“ing for prdhib‘:t’ed purposes.

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

Election of Remadies. All of Lender's rights and remedies will be cumulative and méy !ié exerclsed alone or
together. An election by Lender to choose any one remeady will not bar Lender from using apy . otfier remedy. It
tender decides to spend money ar {o perform any of Grantar's obligations under this Deed of Trist,- after Grantar's
failure to do seo, that decision by Lender will not affect Lender’s right 1o declare Grantor :n dafault and to, exerc-.se
Lender's remedies. I

Accelerate Indebtedness. Lender shall have the right at its option 1o dectare the entire indébtedness'" {mh;ied'i‘qtely
due and payable. :

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have the nght to exercrse lts
power of sale and to foreclose by notice and sale, and Lender shall have the right to forec!ose by Judlcla?“-:.
foreclosure, in either case in accordance with and to the fult extent provided by applicable law.

UCC Remedies. With respect to ail or any part of the Personal Property, Lender shall have all the nght
remedies of a secured party under the Uniform Commercial Coda. .

Collect Rants. lender shall have the right, without notice ta Grantor to take possession of and ma’hage the" X
Praperty and colfect the Rents, including armounts past due and unpaid, and apply the net proceeds, over and.*

above Lender's costs, against the Indebiedness. In furtherance of this right, Lender may require any tenant of
ather user of the Property to make paymenis of rent or use fees directly to Lender. If the Rents are collectéd by
Lender, then Grantor irrevocably designates Lender as Grantor's attorney-in-fact to endorse instruments received in -
payment thereof in the name of Grantor and to negatiate the same and collect the proceeds. Payments by tenants.”

WA
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DEED OF TRUST
{Continued) Page 7

: ___.Cégtion Headings. Caption headings in this Deed of Trust are for convenience purposes only and are not to be
“ used to interpret or define the provisions of this Deed of Trust.

o Mer'géf.’”"[here shall be no merger of the interest or estate created by this Deed of Trust with any other interest or
Lestaté’in.the Property at any time held by or for the bensfit of Lender in any capacity, without the written consent
£ af Lender:

Govsrnin_gf Léw. This Deed of Trust will be governed by federal law applicable to Lender and, to the extent not
;. preempted.by federal law, the taws of the State of Washington without regard to its canflicts of law provisions,
"Th‘is Béed"of Frust has bean accepted by Lender in the State of Washingtan.

Chmce of. Venua. If there is a tawsuit, Grantor agrees upon Lender’s request to submit to the jurisdiction of the
couris. of SKAGIT County, State of Washington.

No Wawer by Lender. Grantor understands Lender will not give up any of Lender's rights under this Deed of Trust
unfess Lender ‘does. 80 i writing. The fact that Lender delays or omits to exercise any right will not mean that
Lender has given.up thatright. If Lender dogs agree in writing to give up one of Lender's rights, that does not
mean Grantor will not have to comply with the other provisions of this Deed of Trust. Grantor also understands
that if Lender dOeS cunsem; to a request, that does not mean that Grantor will not have to get Lender's consent
again if the sitGation hpppens again. Grantor further understands that just because Lender congents to one or
more of Grantor's reguests, that does not mean Lender will be required to congent to any of Grantor's future
requests. Grantor waives presentment, demand for paymant, protest, and notice of dishonor.

Severability. If a court flnds that any provision of this Deed of Trust is not valid or should not be enforced, that
fact by itselt will not mean’that the rest of this Deed of Trust will not be valid or enforged. Therefore, a court will
enforce the rest of the provisions of this Deed of Trust even if a provision of this Deed of Trust may be found to be
invalid or unenforceable

Successors and Assngns Subject to an\f limitations stated in this Deed of Trust on transter of Grantor's interest,
this Deed of Trust shall be binding updn and inure to 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 réference to this Daed of Trust and the Indebtedness by way of forbearance or
extension without reteasing Grantor’from the-obligations of this Dead of Trust or liability under the Indebtedness.

Time is of the Essence, Time is"af._.the"’é_':és.en"&;‘é___‘lﬁ the performance of this Deed of Trust.

Waiver of Homestsad Exemption; "Gl‘raﬁ'tpr“'hgreby releases and waives all rights and benefits of the homestead
exemptian laws of the State of Washington as to all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The following words shall hagé j;he fq!iﬁ\}ving meanings when used in this Deed of Trust:
Beneficiary. The word "Beneficiary* means Whidbey Istand Bank, and its successors and assigns.

Borrower. The word "Borrower" means DAV!D J REED and lncludes all co-signers and co-makers signing the
Credit Agreement and all their successors and assagns :

Credit Agreament. The words "Credit Agreement" mean the. c;redn agreement dated December 20, 2007, with
credit limit of $245.000.00 from Grantor to Lender, together with all renewals of, exiensions of,
modifications of, refinancings of, consolidations of, and substlgutions for the promissory note or agreement.
NOTICE TO GRANTOR: THE CREDIT AGREEMENT CONTAINS A;VARIABLE INTEREST RATE.

Deed of Trust. The words "Oeed of Trust” mean this Deed of Trust among Grantor, Lender, and Trustee, and
includes without limitation all assignmeni and securlty mterest prowsmns relating to the Personal Property and
Rents, ¥ —

Environmantal Laws. The words "Environmental Laws“" r'r'lean“ anv- -and_ all state, federal and local statutes,
regulations and ordinances relating to the protection of hurian”health. or the environment, including without
limitation the Comprehensive Environmental Response, Campensation, and Liability Act of 1980, as amended, 42
U.S.C. Section 9601, et seq. ("CERCLA™], the Superfund Amentments ahd’ Reauthorization Act of 1986, Pub. L.
No. 89-499 {"SARA"}, the Hazardous Materials Transportation Act, 49,11.8;C. Section 1801, et seq., the Resource
Censervation and Recovery Act, 42 U.5.C. Section 6901, et seq,, of ot_, ;_._apﬁ-licab[e state or federal laws, fules,
or regulations adopted pursuant thereto. . -.

Event of Default. The words "Event of Default® mean any of the events of default set farth in this Deed of Trust in
the svents of default section of this Deed of Trust. :

Existing Indebtedness. The words "Existing ndebtedness” mean the mdebtedness descrtbed in the Existing Liens
provision of this Deed of Trust. :

Grantor. The word "Granter” rigans DAVID J REED.

Hazardous Substances. The wards "Hazardous Substances” mean materials that, becduse of their quantity,
concentration or physical, chemical or infectious characteristics, may cause or'pose a présetit or potential hazard
ta human health or the environment when impraperly used, treated, stored, dispesed of, generated manufactured,
transported or otherwise handled. The words "Hazardous Substances” are usedin their very broadest sense and
include without limitation any and all hazardous or toxic substances, materials or waste as- deﬂned by or listed
under the Environmental Laws. The term "Hazardous Substances" also includes, wuthout ||m|tatron petroleum and
petroleum by-praducts or any fraction thereof and asbestos. . .

Improvements. The word "lmprovements” means all existing and future mprovements bu;ldlngs structures
mobile homes affixed on the Real Property, facilities, additions, replacements and other constructmn on the Real
Property. 2

Indebtedness. The word "Indebiednass” means all principal, interest, and other amounts costs and expenses
payable under the Credit Agreement or Related Documents, together with all renewals of, extensmns of,
modifications of, consolidations of and substitutions for the Credit Agreement or Related Documents and any
amounts expended or advanced by Lender to discharge Grantor's obligations or expenses incurréd by Trustee or:,
Lender to enforce Grantar's obligations under this Deed of Trust, together with interest on such® amounts
provided in this Deed of Trust. :

Lender. The ward "Lender” means Whidbey !sland Bank, its successors and assigns. The words "sucdéssbrs or
assigns" mean any person or company that acquires any interest in the Credit Agreement, 3 :

Personal Property. The words "Personal Praperty” mean al equipment, fixtures, and other articles of persanal
property now or hereafter owned by Grantor, and now or hereafter attached or affixed to the Real Property;
together with all accessions, parts, and additions to, all replacements of, and all substitutions for, any of 'sbch
property; and together with all issues and profits therecon and proceeds (including without fimitation all insurance
proceeds and refunds of premiums) from any sale or other dispasition of the Property.
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