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CHICAGO TITLE
UZDOIWI 1% DEED OF TRUST

DATE: October 5, 2010*'_..;

Reference # (if appllcable) 62001 1918 Additional on page _____
Grantor(s):

1. WELCH, KEV!N P

2. WELCH, JENNY_ L

Grantee(s)
1. Whidbey Isiand Bank
2. CHICAGO TITLE COMPANY Trustee

Legal Description: LOT 11-15 BL_K__*25_ ANACORTES
Cons S Additional on page 2

Assessor's Tax Parcel ID#: 3772—02_:_5-:0‘] 4_—_0601 & 3772-025-015-0000

THIS DEED OF TRUST is dated October 5, 2010, among KEVIN P. WELCH and JENNY L.
WELCH, who also appears of record as JENNY WECH; husband and wife {"Grantor™); Whidbey
Island Bank, whose mailing address is cL ANACGRTESIFRIDAY HARBOR, 321 SE PIONEER
WAY, P.O. BOX 1589, OAK HARBOR, WA 982‘77 lreferred to below sometimes as "Lender”
and sometimes as "Beneficiary”); and CHICAGO_TITLE___ COMPANY, whose mailing address is
425 COMMERCIAL STREET, MOUNT VERNON, WA_ 98273 {raferred to below as "Trustee").
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DEED OF TRUST
(Continued} Page 3

‘ :..‘:shg_ll*"*maintain the Property free of all liens having priority over or equal to the interest of Lender under this Deed of
Trast,“except for the lien of taxes and assessments not due and except as otherwise provided in this Deed of
~Trust.

-Hightto Contest. Grantor may withhold payment of any tax, assessment, or claim in connection with a good faith

* digpute bver-the obligation to pay, so long as Lender’s interest in the Praperty is not jeopardized. If a lien arises or
is filed as & resuit of nonpayment, Grantor shall within fifteen {15) days after the lien arises or, if a lien is filed,
awithin fifteen:(15) days after Grantor has notice of the filing, secure the discharge of tha lien, or if requested by
'3Lender, 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 atterneys’ fees, or other charges that could accrue as a
résult‘of a foreclosure or sale under the lien. In any contast, Grantor shall defend itself and Lender and shall
satisfy-dny adverse judgment before enforcement against the Property. Grantor shall name Lender as an additional
obliges under any surety bond furnished in the contest proceadings.

Ewdenca of Paymant Grantor shall upan demand furnish to Lender satisfactory evidence of payment of the taxes
ar assessments-and shail-authorize the appropriate governmental official 1o deliver to Lender at any time a written
statement of the taxes and .assessments against the Property.

Notice of Construcunn Gramor shall notify Lender at least fifteen (15) days before any work is commenced, any
services are furnlshed ‘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. 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.

PROPERTY DAMAGE INSURANCE The followmg provisions 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 a replacement basis for the full insurable value covering all Improvements on the Real
Property in an amount sufﬂment to avoid. application of any c¢oingsurance clause, and with a standard mortgagee
clause in favor of Lender. Grantor shail, alsa procure and maintain comprehensive general liability insurance in such
caverage amounts as Lender.may rgque_st with Trustee and Lender being named as additional insureds in such
liability insurance policies. Addltlona’lly,"“Grantor shall maintain such other insurance, including but not limited to
hazard, business interruption, and beiler ingurance, as Lender may reasonably require. Policies shall be written in
form, amounts, coverages and basis reasonabiy acceptable to Lender and issued by a company or companies
reasonably acceptable to Lender, .Grantgr;~Gpon' request of Lender, wilt deliver 1o Lender from time 10 time the
policies or certificates of insurance in-form satisfactory to Lender, including stipulations that coverages will not be
cancelled or diminished without at least<ter (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 located in an area designated by
the Director of the Federal Emergency Management Agency as a special flood hazard area, Grantor agrees to
obtain and maintain Federal Flood Insurance; if available, within 45 days after notice is given by Lender that the
Property is located in a special flood hazard area, for the full unpaid principal balance of the loan and any prior lisns
on the property securing the loan, up to the maximum poficy 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
50 within fifteen {15) days of the casualty. Whether or_riot. Lender’s: security is impaired, Lender may, at Lender's
election, receive and retain the proceeds of any inSurance and apply the proceeds to the reduction of the
Indebtedness, paymant of any lien affecting the Properly,xor the restoration and repair of the Property. If 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,~upen’ ‘satisfactory proof of such expenditure, pay
or reimburse Grantor from the proceeds for the reasonable cost of repair-orrestoration if Grantor is not in default
under this Deed of Trust. Any proceeds which have not been disbursed within 180 days after their receipt and
which Lender has not committed to the repair or restoration of ihé Property shall be used first to pay any amount
owing 1o Lender under this Deed of Trust, then to pay accrued interest, and the remainder, if any, shall be applied
to the principal balance of the Indebtedness. If Lender holds any ‘prdceads after payment in full of the
Indebtedness, such praceeds shall be paid without interest to Grantor as Grantor §interests may appear.

Grantor's Report on Insurance. Upon request of Lender, however not more than unce a year, Grantor shall furnish
to Lender a report on each existing policy of insurance showing: (1) ‘the name ‘of the insurer; {2) the risks
insured; {3) the amount of the policy; (4) the property insured, the then currént replacement value of such
property, and the manner of determining that value; and {5) the expiration date of the policy. Grantor shall, upon
request of Lender, have an independent appraiser satisfactory to Lender determme the cash value replacement cost
of the Property. FE

LENDER'S EXPENDITURES. If any action or progceeding is commenced that would materia“ll'y affect Lender’s interest in
the Property or if Grantor fails to camply with any provision of this Deed of Trust or 'anv' Related“Daocumants, including
but not limited to Grantar's failure to discharge or pay when due any amounts Grantor.is requrred to discharge or pay
under this Deed of Trust or any Related Documents, Lender on Grantor's behalf may (but shall not be: ohligatad 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 Property and paying ali costs for insuring,
maintaining and preserving the Property. All such expenditures incurred or paid by Lender fo¢ such purposes will then
bear interest at the rate charged under the Note from the date incurred or paid by Lender 1o the date of tepayment by
Grantor. All such expenses will become a part of the Indebtedness and, at Lender's optron will “{A] _be payable on
demand; (B} be added to the balance of the Note and be apportioned among and be payalile with, any: installment
payments to become due during either {1} the term of any applicable insurance policy; or {2}° tha remaining term of
the Mote; 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 rlghts and remedres to
which Lender may be entitled upon Default. 5

WARRANTY; DEFENSE OF TITLE. The following provisions relating to ownership of the Property are a part of thrs Deed;__
of Trust: E

Title. Grantor warrants that: (a) Grantor holds good and marketable title of record to the Property in fee srmple,
free and clear of all liens and encumbrances other than those set forth in the Real Property description or in: anv.ﬁ
title insurance pelicy, title report, or final title opinion issued in favor of, and accepted by, Lender in conniection
with this Deed of Trust, and (b) Grantor has the full right, power, and authority 10 execute and deliver this’ Deed of -
Trust to Lender. 5

Defense of Title. Subject to the exception in the paragraph above, Grantor warrants and will forever defen"q m‘é

R

Skagit County Auditor
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DEED OF TRUST
{Continued) Page 5

' __;rec;onveyance and shall execute and deliver to Grantor suitable statements of termination of any financing statement on
file svidencing Lender’s security interest in the Rents and the Personal Property. Any reconveyance fee shall be paid by
Grantor, it 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
:truthtulnéss of 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 Dafault ~ Grantor fails to make any payment when due under the Indebtedness.

Othér- Defatlts,” Grantor fails to comply with or to perform any other term, obligation, covenant or condition
coritained in this” Depd of Trust or in any of the Related Documents or to comply with or to perform any term,
obligation,: covenant or condition contained in any other agreement betwesn Lender and Grantor.

Complu_:_n(:e Dfault. “Failure to comply with any other term, obligation, covenant or condition contained in this
Deed of Trust, the Note-or in any of the Relatad Documents.

Default on Other ng:mem_;s": . Failure of Grantor within the time required by this Deed of Trust to make any payment
for taxes or insurance-' or any, ather payment necessary to prevent filing of or to effect discharge of any lien.

Default in Favor of Thlrd Partlas Should Grantor default under any loan, extension of credit, security agreement,
purchase or sales agregment, or any other agreement, in favor of any other craditar or parsen that may materially
affect any of Grantor's prapertv or Grantor’s ability to repay the Indebtedness or Grantor’'s ability to perform
Grantor's obligations under thls Deed of Trust or any of the Related Documents.

False Statemeants. Any warranty, representation or statement made or furnished to Lender by Grantor or on
Grantor's behalf under.this Daad of Trust or the Related Documents is false or misleading in any material respect,
aithar now or at the time made or furmshsd or bacomas false or misleading at any time thereafter,

Defective Collateraluzatlon Thls Deed of Trust or 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 interest or lien} at any
time and for any reason. :

Death or Insolvency. The death of zsln‘;tr Grantor. the insolvency of Grantor, the appointment of a receiver for any
part of Grantor's property, any.-assignment for the benefit of creditors, any type of creditor workout, or the
cammencement of any proceeding, under any bankruptcv or |nsolvency laws by or against Grantor,

Creditor or Forfeiture Proceedings.:"'C mmencement of foreclosure or forfeiture proceedings, whether by judicial
proceeding, self-help, repossession 6rany ‘other’method, by any creditor of Grantor or by any governmental agency
against any property securing the (ndebtedness. This includes & gamnishment of any of Grantor's accounts,
including deposit accounts, with Lender.  However; this Event of Default shall not apply if there is a good faith
dispute by Grantor as to the validity or reasonableness of the claim which is the basis of the creditor or farfeiture
proceeding and if Grantor gives Lender wiitten notice of the creditor or forfeiture proceeding and depasits with
Lender monies or a surety bond for the creditor or forfeiture proceeding, in an smount determined by Lender, in its
sole discretian, as being an adequate reserve-or-pond for the dispute.

Breach of Other Agreement. Any breach by G’raﬁt_gr under the terms of any other agreement between Grantor and
Lender that is not remedied within any grace period provided.therein, including without limitation any agreement
concerning any indebtedness or other obligation of Grantor to Lender, whether existing now or later.

Events Affecting Guarantor. Any of the preceding events occurs wuth respect to any guarantor, endarser, surety,
or accommodation party of any of the indebtedness or any guarantor, endorser, surety, or accommodation party
dies or becomes incompetent, or revokes or dlsputes the vahdity of, or liability under, any Guaranty of the
Indebtedness. Ll e

Adverse Change. A material adverse change occurs in- Grantors flnanclal condition, or Lender believes the
prospact of payment or performance of the Indebtedness is |mpalred k

Insecurity. Lender in good faith believes itself insecure.

Right to Cure. If any default, other than a defauit in payment is: curabie and |f 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 Lender sends written notice to Grantor demanding cure of such-defatit; (1) cures the default within
ten {10) days; or {2} if the cure requires more than ten {10} days, immediately ifftiates steps which Lender deems
in Lender's sole discretion to be sufficient to cure the default and thereaftér gontinues and completes all reasonable
and necessary steps sufficient to produce compliance as soon as reasonablv practical. *

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

Election of Remedies. Election by Lender to pursue any remedy shall not exclude pursmt of any other remedy, and
an election to make expenditures or to take action to perform an obligation of Grantor under this Deed of Trust,
after Grantor's failure to perform, shall not affect Lender's right to declare a default and exercuse ‘its remedies.

Accelarate Indebtedness. Lender shall have the right at its aption to declare the. entlre lndebtedl‘tess immaediately
due and payable, including any prepayment penalty which Grantor would be reqmred 1o pay. f

Foreclosure. With respect to all or any part of the Real Property, the Trustee shali have.the: nght to exercise its
power of sale and to foreclose by notice and sale, and Lender shall have the right 1o foreclose by judicial
foreclosure, in either case in accordance with and to the full extent provided by applicable- Iaw

UCC Remedies. With respect to all or any part of the Perscnal Property, Lender shall have all the rlghts and
remedies of a secured party under the Uniferm Commercial Code.

Collect Rents. Lender shall have the right, without notice to Grantor to take possession of and manage the
Property and collect the Rents, including amounts past dus and unpaid, and apply the net proceeds, over, and
above Lender's costs, against the Indebtedness. In furtherance of this right, Lender may requife _any: tenarit or
other user of the Property to make payments of rent or use fees directly to Lender. |f the Rents:are collected by‘._
Lender, then Grantor irrevocably designates Lender as Grantor's attorney-in-fact to endorse instrumentis received in *
payment thereof in the name of Grantor and to negotiate the same and collect the proceeds. Payments:by tendnts g
or other users to Lender in response to Lender's demand shall satisfy the obligations for which the payments ate
made, whether or not any proper grounds for the demand existed. Lender may exercise its rights _L_,lride__r :

subparagraph either in person, by agent, or through a receiver. L

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

the Property, with the power to protect and preserve the Property, to operate the Property preceding or pending”
foreciosure ar sale, and to collect the Rents from the Property and apply the proceeds, over and above the costof

LT
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DEED OF TRUST
{Continuad) Page 7

‘ :..‘Mergar There shall be no merger of the interest or estate created by this Deed of Trust with any other interest or
estate‘in the Froperty at any tima held by or for the benefit of Lender in any capacity, without the written consent
of Lender

vChc‘uce ‘of Venue. If there is a lawsuit, Grantor agrees upon Lender's request to submit to the jurigdiction of the
* cpurtsoF §KAGIT County, State of Washington.

Joint and Several Liability. All obligations of Grantar under this Deed of Trust shall be joint and several, and all
:references Ao: Grantor shall mean each and every Grantor. This means that each Grantor signing below is
responSIble for aII _obligations in this Deed of Trust.

No Wmver by Lendar Lender shall not be deemed to have waived any rights under this Deed of Trust unless such
waiverig given in‘writing and signed by Lender. No delay or omission on the part of Lendar in exarcising any right
shall operate as a waiver of such right or any other right. A waiver by Lender of a pravision of this Deed of Trust
shall not prejudtce or-constitute a waiver of Lender's right otherwise to demand strict compliance with that
provigion-or any ‘other pravision of this Deed of Trust. No prior waiver by Lender, nor any course of dealing
between Lender and Grentor, shall constitute a waiver of any of Lender's rights or of any of Grantor's obligations
as to any future trafsactions. Whenever the consent of Lender is required under this Deed of Trust, the granting
of such consent by Lender. in any instance shall not constitute continuing consent to subsequent instances where
such consent js required and ih all cases such consent may be granted or withheld in the sole discretion of Lender.

Severability. 1f'a court. of competent jurisdiction finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable as to any person-ar circumstance, that finding shall not make the offending provision illegal, invalid,
or unenforceable as ta any pther person or circumstance. |f feasible, the offending provision shall be considerad
modified so that it becdmes Iegal “alid and enforceabls. If the offending provision cannot be so modified, it shall
be considered deletéd ffom this-Deed of Trust. WUnless otherwise required by law, the illegality, invalidity, or
unenforceability of any provision of this Deed of Trust shall not affect the legality, validity or snforceability of any
other provision of this Deed of Trust. :

Successors and Assigns. Subject to any limitations stated in this Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shall be. binding upon’ end inure to the benefit of the parties, their successors and assigns, If
ownership of the Property becomeés vested in @ person other than Grantor, Lender, without notice to Grantor, may
deal with Grantor's successors with-raference ta this Deed of Trust and the Indebtedness by way of forbearance or
extension without releasing Grantor from the ebhgatlons of this Deed of Trust or lighility under the Indebtedness.

Time is of the Essence. Time is of the essence ln the performance of this Deed of Trust.

Waiver of Homestead Exemption. Grantnr hereh\,r releasas and waives all rights and benefits of the homestead
exemption jaws of the State of Washington as fo all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The following capitalized words and terms shall have the following meanings when used in this Deed of
Trust. Unless specifically stated to the contrary, all references to dollar amounts shall mean amounts in lawful money
of the United States of Amarica. Words and* terms wsed in the singular shall include the plural, and the plural shall
include the singular, as the context may require; Words and terms not otherwise defined in this Deed of Trust shalt
have the meanings attributed to such terms in the*Uniform Commercial Code:

Baneficiary. The word "Beneficiary" means Whic'!'bey Island Bank, and its successors and assigns.

Borrower. The word "Borrower” means KEVIN'P WELCH and JENNY L WELCH and includes all co-signers and
co-makers signing the Note and all their successors and assngns

Desd of Trust. The words "Deed of Trust" mean this Deed of Trust among Grantor, Lender, and Trustee, and
includes without limitation ali assignment and securlty interast prnwsmns relating to the Personal Property and
Rents. . :

Default. The word "Default" means the Default set forth "i'n this Déed &f Trust in the section titled "Default”.

Event of Default. The words "Event of Default” mean any of the events of defeult set forth in this Deed of Trust in
the events of default section of this Deed of Trust,

Grantor. The word "Grantor” means KEVIN P WELCH and JENNY L WELCH

Guaranty. The word "Guaranty” means the guaranty from guarantor end eer suretv, or accommeodation party to
Lender, including without limitation a guaranty of all or part of the Note...

Improvements. The ward “Improvements” means all existing and future. |rnprovements buildings, structures,
mobile homes affixed on the Real Property, facilities, additions, replacements and other construction on the Real
Property. :

Indebtedness. The word "Indebtedness™ means ail principal, interest, and other amo’im‘ts costs and expenses
payable under the Note or Related Documents, together with all renewals_ of; exténsions of, modifications of,
consolidations of and substitutions for the Note or Related Documents and any amounts expended or advanced by
Lender to discharge Grantor's obligations or expenses incurred by Trustee or-lLender to- enforce Grantor's
obligations under this Deed of Trust, together with interast on such amounts as prowded ln -hls Deed of Trust.

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

Note. The word "Note” means the promissory note dated October 5, 2010, in the original* prmclpal amount
of $750,000.00 from Grantor to Lender, together with alt renewals of, extensions of, modifications of,
refinancings of, consolidations of, and substitutions for the promissory note or agreement NOTICE TO GRANTOR:
THE NOTE CONTAINS A VARIABLE INTEREST RATE. R .

Personal Property. The words "Personal Property” mean all equipment, fixtures, and other amcles of personal
property now or hereafter owned by Grantor, and now or hereafter attached or affixed to the Real Froperty;
together with all accessions, parts, and additions to, all replacements of, and all substltutmns for, any .of ‘such
property; and together with all issues and profits thereon and proceeds (including without I|mrtat|on all |nsuranc:e
proceeds and refunds of premiums) from any sale or other disposition of the Property. Lo

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

Real Property. The words "Real Property” mean the real property, interests and rights, as further descnbed in th:s :.'3
Deed of Trust. . 4

Related Documents. The words "Related Documents™ mean all promissory notes, credit agreemen’ts_,.. Io_an"
agreements, guaranties, security agreements, mortgages, deeds of trust, security deeds, collateral mortgages, and
all other instruments, agreements and documents, whather now or hereafter existing, executed in connection with’
the Indebtedness; provided, that the environmental indemnity agreements are not "Related Documents” and are..--"‘
not secured by this Deed of Trust.

LT

Skagrt COunty Auditor
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