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CHICAGO TITLE CO.
‘U’MPDWP PR DEED OF TRUST

DATE: June 27 2008

Refarence # (if appllcable} Additional on page
Grantor{s): .

1. SCOTT. JAMES N

2. SCOTT, MARY S

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

Legal Description: LOT 2, MV SP-#-M}/:_IFS_A-
R Additional on page 2

Assessor's Tax Parcel ID#: 340417-3-00 10000

THIS DEED OF TRUST is dated June 27, 2008, among JAMES N SCOTT and MARY S SCOTT,
husband and wife ("Grantor”); Whidbey Island Bank, whose mailing address is CL. SKAGIT - 2,
321 SE PIONEER WAY, P.0. BOX 1589, OAK -HARBOR, WA 98277 (referred to below
sometimes as "Lender” and sometimes as "Beneficiary”); and CHICAGO TITLE COMPANY-Mt.
Vernon, whose mailing address is 425 COMMERCIAL STREET MOUNT VERNON, WA 98273
{referred to beiow as "Trustee”). O
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DEED OF TRUST
{Continued) Page 3

"/ pay when due all claims for work done on or for services rendered or material furnished to the Property. Grantor

¢ ‘shall maintain the Property free of all liens having priority ovar or equal to the interest ot Lender under this Deed of

¢ ~Trust, except for the lien of taxes and assessments not due and except as otherwise provided in this Deed of
Trust.

" Right.t6 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 Property is not jeopardized. [ a lien arises of
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 discharge of the lien, or if requested by
Lander, depasit with Lender cash or a sufficient corparate suraty band or other security satisfactory to Lender in an
amount syfficient 10 discharge the lien plus any costs and attorneys’ fees, or other charges that could accrue as a
result“of a foreclosure or sale under the lien. In any contest, Grantor shall defend itself and Lender and shail
satisfy any adverse judgment before enforcement against the Property. Grantor shall name Lender as an additionhal
obligee tinder &ny.suraty bond furnished in the contest proceedings.

Evidence of Payment. _G‘fa_ntor shali upon demand furnish 1o Lender satisfactory evidence of payment of the taxes
or assessments and shall-atthorize the appropriate governmental official to deliver to Lender at any time a written
statement of the taxes;and-assessments against the Property.

Notice of Construction, =Grantor shall notify Lender at least fifteen (15) days before any work is commenced, any
services are furnished, or:any materials are supplied to the Property, if any mechanic's lien, materiaimen's hien, or
other lien could be asserted.6n account of the work, services, or materials. Grantor will upon request of Lender
furnish to Lender advance assurances satisfactory to Lender that Grantor can and will pay the cost of such
improvements. e

PROPERTY DAMAGE INSURANCE. The following provisions relating to insuring the Property are a part of this Deed of
Trust. S L

Maintenance of Inswrance. Grantor shall procure and maintain policies of fire insurance with standard extended
coverage endorsements on. a-replacemént basis for the ful insurable value covering all improvements on the Real
Property in an amount sufficienit to avoid application of any coinsurance clause, and with a standard mortgagee
clause in favor of Lender. Grantor shall also procure and maintain comprehensive general Hability insurance in such
coverage amounts as Lender may réquést with Trustee and Lender being named as additional insureds in such
liability insurance policies. Additionafly, Grantor'shall maintain such other insurance, including but not limited to
hazard, business interruption, and-boiler.insurance, as Lender may reasonably require. Policies shaill be written in
form, amounts, coverages and basi reasonably‘acceptable to Lender and issued by a company or companies
reasonably acceptable to Lender. Grantor;. upof 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
cancelied or diminished without at least ten 10} da\is_ 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:gersan. “The Real Property is o will be located in an area designated by
the Director of the Federal Emergsncy Management Agency as a special flood hazard area. Grantor agrees to
obtain and maintain Federal Flood Insurance,:it available, for the full unpaid principal balance of the loan and any
prior liens on the property securing the loan, tp to the maximum policy limits set under the National Fload
Insurance Program, or as otherwise required by Lerider, and to majntain such insurance for the term of the loan.

Application of Procesds. 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 it Grantor fails to do
so within fifteen (15) days of the casualty. Whether or.not Lender's security is impaired, Lender may. at Lender’s
alection, receive and retain the proceeds of any insurdnce and- apply the proceeds to the reduction of the
Indebtedness, payment of any lien affecting the Property, of the festoration and repair of the Property. H Lender
elects to apply the proceeds to restoration and repair, Grantor ‘shall repair or replace the damaged or destroyed
Improvements in a manner satisfactory to Lender. Lender 'shall,"Upon satisfactory proof of such expenditure, pay
ar reimburse Grantor fram the proceeds for the reasonabte cost gf‘ repair of restoration if Grantor is not in default
under this Deed of Trust, Any proceads which have not been disbursed within 180 days after their receipt and
which Lender has not committed to the repair or restoration of the Property: shall be used first to pay any amount
owing to Lender under this Deed of Trust, then to pay accrued iritarest, and the rermainder, if any, shall be applied
to the principal balance of the Indebtedness. If Lender holds -any:"proceeds after payment in full of the
indebtedness, such proceeds shall be paid without interest to Grant"or,:__a_s_Grénto’r‘"‘s'”interests rmay appear.

Grantor's Report on Insurance. Upon request of Lender, however not morg than once ‘a year, Grantor shall furnish
to Lender a report on each existing policy of insurance showing: (1} the name 6&f the insurer; (2] the risks
insured; (3) the amount of the policy; (4) the property insured, the:thHen current;replacement value of such
property, and the manner of determining that value; and {5) the expiration date of the pelicy. Grantor shall, upon
request of Lender, have an independent appraiser satisfactory to Lender deterfiiine the cash-value replacement cost
of the Property. R

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materially affect-tender's interest in
the Property or if Grantor fails to comply with any provision of this Deed of Trust or any Related-f-Dpéuments, including
but not limited to Grantor's failure to discharge or pay when due any amounts Grantor is required to discharge or pay
under this Deed of Trust or any Related Documents, Lender on Grantor's behalf may {but shall pot beobligated to) take
any action that Lender deems appropriate, including but not limited to discharging or paying all taxes, liens, security
interests, encumbrances and other claims, at any time levied or placed on the Praperty and paying al-casts for insuring,
maintaining and preserving the Property. AW such expenditures incurred or paid by Lender for such pirposes will then
bear interest at the rate charged under the Note from the date incurred or paid by Lender 10 the date'._af"r‘epai,r_ment by
Grantor. All such expenses will become a part of the Indebtedness and, at Lender's option, will “{A) b€ pdyable on
demand: (Bl be added to the balance of the Note and be apportioned among and be payable with -any instaliment
payments to become due during either (1) the term of any applicable insurance policy; or (2) the-remaining term of
the Note; or {C) be treated as a balloon payment which will be due and payable at the Note's maturity. The Deed of
Trust also will secure payment of these amounts. Such right shall be in addition to all other rights and remediés ‘ip
which Lender may be entitled upon Default. T

WARRANTY; DEFENSE OF TITLE. The following provisicns relating to ownership of the Property are a p'a_;i'-:;_)f tﬁis-”‘Deeq :
of Trusi:
Titte. Grantor warrants that: la} Grantor holds good and marketable title of record ta the Property in‘fee simplé;

free and clear of all liens and encumbrances other than those set forth in the Real Property description of invany &
title insurance policy, title report, or final title opinion issued in favor of, and accepted by, Lender in connection’

with this Dead of Trust, and {b) Grantor has the full right, power, and authotity 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

LT

063500228
Skagit County Auditor
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DEED OF TRUST
(Continued} Page 5

~reconveyance and shall execute and deliver to Grantor suitable statements of termination of any financing statement on

file evidenting Lender's security interest in the Rents and the Personal Property. Any reconveyance fee shall be paid by
@rantor; if permitted by applicable law. The grantee in any reconveyance may be described as the "person or persons
legally entitled thereto", and the recitals in the reconveyance of any matters or facts shall be conclusive proof of the
teuthfulhess af-any such matters or facts.

EVENTS OF DEFAULT Each of the following, at Lender's option, shall constitute an Event of Default under this Deed
of Trust :

Payment Default Grantor fails to make any payment when due under the Indebtedness.

Othar Defauits: Grantor fails to comply with or to perform any other term, obligation, covenant or condition
contained if' this Deed of Trust or in any of the Related Documants or 10 comply with or to perform any term,
obligation; covenam or ‘condition contained in any other agreement between Lender and Grantor,

Compliance Default, Failure to comply with any other term, obligation, covenant or condition contained in this
Deed of Trust, the Note or'in any of the Related Documents.

Default on Other B-a‘ymghts.. “Failure of Grantor within the time required by this Deed of Trust to make any payment
for 1axes or insyrange, gr any fmher payment nacessary to prevent fifing of or to effect discharge of any lien.

False Statements. Ahv":_-warrar'xt_y, representation or statement made or furnished to Lender by Grantor or on
Grantor's behalf under this Déed of Trust or the Related Documents is false or misleading in any material respect,
either now or at the time m‘ade‘or furnished or becomes false or misleading at any time thereafter.

Defective Collaterahzatron Thrs Deed ot Trust or any of the Related Documents ceases to be in full force and
effect {including failure of anv callatera! document to create a valid and perfected security interest ar lien} at any
time and for any reason.

Death or insolvency. The: death of any Grantar, the insolvency of Grantor, the appointment of a receiver for any
part of Grantor's propertv, any assrgnment for the benefit of creditors, any type of creditor workout, of the
commencement of any proceadmg under -any'bankruptcy or insolvency laws by or against Grantor.

Creditor or Forfeiture Proceedmg: Commencement of foreclosure or forfeiture proceedings, whether by judicial
proceeding, self-help, repossessionor any other method, by any creditor of Grantor or by any governmental agency
against any property securing the. !ndebtedness This includes a garnishment of any of Grantor’s accounts,
including deposit accounts, with Lendar:” Howgver, this Event of Default shall not apply if there is a good faith
dispute by Grantor as to the validity. or redsonableness of the claim which is the basis of the creditor or forfeiture
proceeding and if Grantor gives Lender writfens notice of the creditor or forfeiture proceeding and deposits with
Lender monies or a surety bond for the credltor or torféiture proceeding, in an amount determined by Lender, in its
sole discretion, as being an adequate reserve or bond for the dispute.

Breach of Other Agreement. Any breach “by-: Grafitor under the terms of any other agreement between Grantor and
Lender that is not remedied within any grace pefiod pravided therein, including without limitation any agreement
cancerning any indebtedness or other cbligation'of Grantor te Lender, whether existing now or later.

Events Affecting Guarantor. Any of the preceding events occurs with respect to any guarantar, endorser, suraty,
or accommodation party of any of the Indebtedness or any guarantor, endorser, surely, or accommodation party
dies or becomes incompetent, or fevokes or disputes the vahduy of, or Nability under, any Guaranty of the
Indebtedness. AT

Adverse Change. A material adverse change occurs ir_\ Grantori's-; financial condition, or Lender believes the
prospect of payment or performance ot the indebtedneé-s i impairgd. i

Insecurity. Lender in good faith believes itseif insecure.

Right to Cura. |f any default, otner than a defauitin payment is curable and it Grantor has not been given a notice
of a breach of the same provision of this Deed of Trust within the: precedmg twelve (12) months, it may be cured if
Grantor, after receiving written notice from Lender demanding curg of such:default: (1) cures the default within
ten (10) days; or {21 if the cure requires maore than ten {10) day:s “immediatéiy initiates steps which Lender deems
in Lender’s sole discretion to be sufficient to cure the default and’thereafter cantmues and completes all reasonable
and necessary steps suMicient to produce compliance as soon as reasonabl ractrcal

RIGHTS AND REMEDIES ON DEFAULT. if an Event of Default occurs under th Deed of Trust, at any time thereafter,
Trustee or Lender may exercise any one or more of the following rights and remedles Lo

Election of Remedies. Election by Lender to pursue any remedy shall not -ex;_clude pursr_._ﬁt of any other remedy, and
an election to make expendiiures or to take action to perform an obligafion of Grantor under this Deed of Trust,
after Grantor's failure to perform, shall not aftect Lender’s right to declare a default and exercrse its remedies.

Accelerate Indebtedness. Lender shall have the right at its aption to declare the entrre '.ndebtedness immediately
due and payable, including any prepayment penalty which Grantor would be requlred 16 pay.

Foreclosure. With respect ta all ar any part of the Real Property, the Trustee shal! have the ri'gjht to exercise its
powes of sale and to foreclose by notice and sale, and Lender shall have the" “right’ 1o iorectose by judicial
foreclosure, in either case in accordance with and to the full extent provided by apphcable law,

UCC Remedies. With respect to all ar any part of the Personal Property, Lender shall have all the rlghts and
remedies of a secured party under the Uniform Commercial Code. . :

Collect Rents. Lender shall have the right, without notice to Grantor to take possession’ of “a :manage the
Property and collect the Rents, including amounts past due and unpaid, and apply the net proceads. over and
above -Lender’'s costs, against the Indebtedness. In furtherance of this right, Lender may:require any tefant or
other user of the Praperty to make payments of rent or use fees directly 1o Lender. {f the Flents are r;oi‘uected by
Lender, then Grantor irrevocably designates Lender as Grantor's attorney-in-fact to endorse instrufments recewed in
payment thereof in the name of Grantor and to negotiate the same and collect the proceeds. Paymentsby tenants
or other users to Lender in response to Lender's demand shalt satisfy the obligations for which the payments are
made, whether or not any proper grounds for the demand existed. Lender may exercise its righi’s_ under this
subparagraph either in person, by agent, or through a receiver. T T

Appoint Recaiver. Lender shall have the right to have a receiver appointed 1o take possession of ail orany part.of
the Property, with the power to protect and preserve the Property, to operate the Property preceding ot pendmg;-'
foreclosure or sale, and to coilect the Rents from the Property and apply the proceeds, over and above the cost of
the receivership, against the Indebtedness. The raceiver 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 persan from serving as &
receiver. g

AR
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DEED OF TRUST
{Continued) Page 7

" tourts of SKAGIT County, State of Washington.

Joint“and Several Lisbility. All obligations of Grantor under this Deed of Trust shall be joint and several, and all
refererces, to Grantor shali mean each and every Grantor. This means that each Grantor signing below is
.~ respongible for alt obligations in this Deed of Trust.

No Waiver by Lender. Lender shall not be deemed to have waived any rights under this Deed of Trust unless such
Wwaiver is given in writing and signed by Lender. No delay or omission on the part of Lender in exercising any right
ihall operaté s a waiver of such right or any other right. A waiver by Lender of a pravision of this Deed of Trust
shall not. prejudme or constitute a waiver of Lender's right otherwise to demand strict compliance with that
prcwlsuon or’ any other provision of this Deed of Trust. Na grior 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 ohligations
as to any fityre, transactions. Whenever the consent of Lender is required under this Deed of Trust, the granting
of such consent *py Lender in any instance shall not constitute continuing consent to subsequent instances where
such consent Is requured and in all cases such consent may be granted or withheld in the sole discretion of Lender.

Severability. If 2’ cowt of ‘competsnt jurisdiction finds any provision of this Deed of Trust to be iliegal, invalid, or
unenfarceable as to any person or circumstance, that finding shall not make the offending provision illegal, invalid,
or unenforceable ag.toany-other person or circumstance. |f feasible, the offendmg provision shall be considered
modifisd so that it'becoines tegal, valid and enforceable. If the offending provision cannot be so modified, it shali
be considered deleted “from this, Deed of Trust. Unless otherwise required by taw, the illegality, invahdity, or
unenforceability of any provision of this Deed of Trust shall not affect the legality, validity or enforceabitity of any
other provision of this Deed af Trust

Successors and Asssgns Subject to ‘any limitations stated in this Deed of Trust on transfer of Grantor’s interest,
this Deed of Trust shalt'be _binding bpon and inure 1o the benefit of the parties, their successors and assigns. If
aownership of the Praperty begomes vesied in @ person other than Grantor, Lender, without notice to Grantor, may
deal with Grantar's successors with reference to this Deed of Trust and the indebtedness by way of forbearance or
extension without reieasmg Grantor frar the obligations of this Dead of Trust or liability under the Indebtedness.

Time is of the Essence. Time i |s of the assence in the performance of this Deed of Trust.

Waiver of Homestead Exemptlon Grantor hareby releases and waives all rights and benefits of the homestead
exgmption laws of the State of Washmgton as 1o all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The foltowing capltahzed wnrds and terms shall have the following meanings when used in this Deed of
Trust. Unless specifically stated to the contrary, all réferences to dollar amounts shall mean amounts in lawful money
of the United States of America. Words~and terms used in the singular shall include the plural, and the piural shall
inchide the singular, as the context may require. ¥Words dnd terms not otherwise defined in this Deed of Trust shali
have the meanings attributed 1o such terms in the Uniform Commercial Code:

Beneficiary. The word "Beneficiary™ means! ~Whi.d5g.y'l5!and Bank, and its successors and assigns.

Borrawer. The word "Borrower” means JAMES N SCOTT and MARY S SCOTT and includes all co-signers and
co-makers signing the Note and all their succéssbrs and assigns.

Deed of Trust. The words "Deed of Trust" mean this Deed of, Trust among Grantor, Lender, and Trustes, and
includes without limitation all assignment and secuntv mterest prowsmons relating to the Personal Property and
Bents. . -

Datautt. The woard "Default” means the Default set fort'n i th|s Deed of Trust in the section titled "Defauit",

Event of Default. The words "Event of Default” mean anv of the events of default set forth in this Deed of Trust in
the events of default section of this Deed of Trust. : :

Grantor. The word "Grantor” means JAMES N SCOTT and MAHY S SCOTT

Guaranty. The word "Guaranty”™ means the guaranty from guarantor, endorser surety, of accommadation party 1o
Lender, inciuding without limitation a guaranty of all or part of the Note.

Improvements. The ward "improvements” means all existing' a"nd futurs improvements, buildings, structures,
mobile homes affixed on the Rea! Property, facilities, additions, repiacement’s and other construction on the Real
Property.

Indebtedness. The word "Indebtedness” means ail principal, interest, a__r,td othér qm‘ounts, costs and expanses
payable under the Note or Related Documents, together with all renewals of, extensions of, madifications af,
consolidations of and substitutions for the Note or Related Documents and any amounts expended or advanced by
Lender 1o discharge Grantor's obligations or expenses incurred by Trustee or Lénder to enforce Grantor's
obligations under this Deed of Trust, together with interest on such amounts as: prowded rn thrs Deed of Trust.

Lender. The word "Lender” means Whidbey Island Bank, its successors and asmgns

Note. The word "Note™ means the promissory note dated June 27, 2008, in the orlgmaf principal amount
of $300,000.00 tram Grantor to Lender, together with all renewals of, extensions” of;” modifications of,
refinancings of, cansolidations of, and substitutions for the promissory note or agreement NE)TICE TO GRANTQOR:
THE NOTE CONTAINS A VARIABLE INTEREST RATE.

Personal Property. The words *Personal Property”™ mean all eguipment, f:xtures, and other artlcles ot personal
property now or hereafter awned by Grantor, and now or hereafter attached or affixed, 0. the Real. Property;
together with all accessions, parts, and additions to. all replacements of, and all substirationg’ for, any. ot such
property; and together with all issues and profits therean and proceeds {inciuding without hmrtatron all Jinsurance
proceads and refunds of premiums!} from any sale or other disposition of the Properiy. X

Property. The word "Property" means collectively the Real Property and the Personal Property

Real Property. The words "Real Property" mean the real praperty, interests and rights, as further descrlbed i thls
Deed ef Trust. .

Related Documents. The words "Related Documents” mean all promissory notes, credit agrgeé.men”ts,.--- Ioan.=:-
agreements, guaranties, security agreements, mortgages, deeds of trust, security deeds, collateral mortgages, apd ¢
all other instruments, agreements and documents, whether now or hereafter existing, executed in cornnegtion with’
the indebtedness; provided, that the environmental indemnity agreements are not "Related Documents” and &re
not secured by this Deed of Trust. S D

Rents. The word "Rents” means all present and future rents, revenues, income, issues, royalties, prohts and.u""
other benefits derived from the Property.

Trustes, The word "Trustee” means CHICAGO TITLE COMPANY-Mt. Vernon, whose mailing address is 425"'
COMMERCIAL STREET, MOUNT VERNON, WA 98273 and any substitute or successor trustees.
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