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\C3izaz-oM. DEED OF TRUST

DATE: June 4, 2004° =~

Reference # (if applicsble); IC31292-SM Additional on page
Grantor(s): R L
1. VAUGHN, KENNETH WILLIAM

Grantee(s) L
1. Whidbey Island Bank .-~ -~
2. CHICAGO TITLE COMPANY, Trustee

Legal Description: PTN. N/2 SESW7-36-4 Additional on page 9
Assessor's Tax Parcel 1D#: 360407-:0-02“3-9,'(?0

THIS DEED OF TRUST is dated June 4, 2004, among' KENNETH WILLIAM VAUGHN: as his
separate estate ("Grantor"); Whidbey Island Bank, whose mailing address is Burlington Office,
1800 S. Burlington Ave., P.O. Box 302, Burlington, WA 98233 (referred to below sometimes
as "Lender” and sometimes as "Beneficiary"); and CHICAGO TITLE COMPANY, whose mailing
address is 425 COMMERCIAL STREET, P.0. BOX 638, MOUNT VERNON, WA 98273 (referred
to below as “Trustee”). B o
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DEED OF TRUST
{Continued) Page 3

‘ against Lender for indemnity or contribution in the event Grantor becomes liable for cleanup or other costs under
~amy:such laws; and (2} agrees to indemnify and hold harmiess Lender against any and all claims, lossas, liabilities,

damages, penalties, and expenses which Lender may directly or indirectly sustain or suffer rgsulting from a breach
~of this section of the Deed of Trust or as a consequence of any use, generation, manufacture, storage, disposal,

rélease of-threatened release occurring prior to Grantor's ownership or interest in the Property, whethar or not the
-8ame was or should have been known to Grantor. The provisions of this section of the Deed of Trust, including
:the obligation to indemnify, shalt survive the payment of the Indebtadness and the satisfaction and reconveyance

of the lien of this Deed of Trust and shall not be affected by Lendar’s acquisition of any interest in the Property,
wihether'by-- fare¢losure or otherwise.

Nuisance, Wasts:. ‘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
foregoing, Grantor will' not remove, or grarit to any other party the right to remove, any timber, minerals {including
oil and ‘gas}, coal, clay, coria, scil, gravel or rock products without Lender's prior written consent,

Removal of lmbrq‘\ré'ﬁ'lent"s._ Grantor shall not demolish or remove any Improvements from the Real Praperty
without Lender's:priof written consent. As a condition to the removal of any Improvements, Lender may require

Grantor to maks arfangements satisfactory to Lender to replace such improvements with Improvements of at least
equal value, : E S

Lender's Right to Entr:." _!.eﬁdaf:'and Lender's agents and representatives may enter upon the Real Property at all
reasonable times to attend-to Lender’'s interests and to inspect the Real Property for purposes of Grantor's
compliance with the terms and conditions of this Deed of Trust.

Compliance with Governmental Reguirements. Grantor shall promptly comply, and shall promptly cause
compliance by all &gents, tenants or other persons or entities of every nature whatscever who rent, lease or
otherwise use or otcupythe Property in any manner, with all laws, ordinances, and regulations, now or hereafter
in effect, of all governmental authoritias applicable to the use or occupancy of the Fraperty. Grantor may contest
in good faith any such law, “ordinance; or-regulation and withhold compliance during any proceeding, including
appropriate appeals, so long'as Grantor has notified Lender in writing prior to doing so and so long as, in Lender's
sole opinian, Lendar's interests in.the-Property are not Jeopardized. Lender may require Grantor to post adequate
security or a surety bond, reasonably satisfactdry. to Lender, to protect Lender's interast.

Duty to Protect. Grantor agrees"hei-thé‘i'-__:to: a_ﬁén&on or leave unattended the Property. Grantor shall do all other
acts, in addition to those acts set forth-above in'this section, which fram the character and use of the Property are
reasonably necessary to protect and 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 or (B) +ingrease the interest rate provided for in the Credit Agreement or other
document evidencing the Indebtedness and impose-such other conditions as Lender deems appropriate, upan the sale or
transfer, without Lender's prior written consent. 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: whether voluntary or involuntary; whether by outright sale, deed, instaliment sale
contract, land contract, contract for deed, lsasehold interest with-a term greater than three {3) years, lease-option
contract, or by sale, assignment, or transfer of any beneficial interest.in or to any land trust holding title te the Real
Property, or by any other method of conveyance of an 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 relating to iheftaxes and liens on the Property are part of this Deed of
Trust: . o

Payment. Grantor shall pay when due (and in ali events prior to delinquency} all taxes, 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 work done on or for services rendered or matarial furnished to the Property. Grantor
shall maintain the Property free of all liens having priority over ot gqual to the Interest of 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. ot A

Right to 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. if a lien arises or
Is filed as a result of nonpayment, Grantor shall within fiftesn {15) days after the Hen 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
Lender, deposit with Lender cash or a sufficient corporate surety bond or other security satisfactory to Lender in an
amount sufficient to discharge the lien plus any costs and attorneys’ fees; or other chatges that could accrue as a
result of a foreclosure or sale under the lien. In any contast, Grantor shall-dafend itself and Lender and shall
satisfy any adverse judgment before enforcement against the Property. 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 satisfactory :evi_dence-:'bf:.péyment of the taxes
or assessments and shall authorize the appropriate governmental official to deliver.to-Lendsr at-ény-time a written
statement of the taxes and assessments against the Property. : Fn g

- Notice of Construction. Grantor shall notify Lender at least fifteen {15} days before any;w;:‘prl{:ié £ommenced, any
services are furnished, or any materials are supplied to the Property, if any machanic's lien, materialmen’s lien, or
other lien could be asserted on account of the work, services, ~or materials and the cost exceeds 3 1;000.00.

Grantor will upon request of Lender turnish to Lender advance assurances satisfactory to Lender-that Grantor can
and will pay the cost of such improvements. wt T

PROPERTY DAMAGE INSURANCE. The following provisions relating to insuring the Property are a'part of this E&Je:é'd&:of
Trust. ST

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 iImprovements on the Real
Property in an amount sufficient to avoid application of any coinsurance clause, and with a standard-mortgages
clause in favor of Lender, together with such othar hazard and liability insurance as Lender may reasonably requirs. -
Policies shall be written in form, amounts, coverages and basis reasonably acceptabla to Lender and issued by a’
company or companies reasonably acceptable to Lender. Grantor, upon 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 cancelled or diminished without at least ten (10) days prior written notice to Lender. Eagh .-
insusance 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 .

ST

Skagit County Auditor
6/14/2004 Page 2 of 8 11:24AM
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DEED OF TRUST
(Continued) Page 5

' SECURITY AGREEMENT: FINANCING STATEMENTS.

The following provisions relating to this Deed of Trust as &
/Security agreement are a part of this Deed of Trust:

v~--"Se_curi't'v‘-Agraamont. This instrument shall constitute & Security) Agreement to the extant any of the Property

constitutes’ fixtures, and Lender shall have all of the rights of a secured party under the Uniform Commercial Code
_}ias_.ﬂ--amende_d from time to time.

i Security Interest. Upon request by Lender, Grantor shall take whataver action is requested by Lender to perfect
-and continug Le_qder's security interest in the Personal Property. In addition to recording this Deed of Trust in the
‘real-.property records, Lender may, at &ny time and without further authorization from Grantor, file executed
cbuntg_r-par_ts,-' cepies or reproductions of this Deed of Trust as a financing statement. Grantor shall reimburse
Lender for all.expenses incurred in perfecting or continuing this security Interest. Upon default, Grantor shall not
remove;”sever.or detach the Personal Property from the Property. Upon default, Grantor shall assemble any
Personal -Property not affixed to the Property in a manner and at 2 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 py"appl.ip'able law, .

Addresses. _'_I'h'é,_.mhl_linéz Kﬁ'ddressas of Grantor (debtot) and Lender (secured party) from which information

concerning thé security. interest granted by this Deed of Trust may be obtained (each as required by the Uniform
Commercial Céde) are:as statad.on the first page of this Deed of Trust.

FURTHER ASSURANCES: _A_-‘I"'I'pR\NEY-IN-FACT. The following provisions relating to further assurances and
attarney-in-fact are a part of this I?Keed'--of_\ Trust:

Further Assurances.: At any timé, and from time to time, upon request of Lendar, Grantor will make, execute and
deliver, or will cause to bé made, exectted or delivered, to Lender or to Lender's designee, and when requested by
Lender, cause to be filed, recorded, refiled, or rerecorded, 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
agresments, financing statements, continyation statements, instruments of further assurance, certificates, and
other documents as may, inthe sole.opinion of Lender, be necessary or desirable in order to effectuate, complete,
perfect, continue, or preserve (1) .-Borfower's and Grantor's abligations under the Credit Agreement, this Dead of
Trust, and the Related Documents, and (2) .-the liens and security interests created by this Deed of Trust as first
and prior liens on the Property, whiether.now owned or hereafter acquired by Grantor. Unless prohibited by law or
Lender agrees to the contrary in writing,-Grantor shall reimburse Lender for all costs and expenses incurred in
connaction with the matters referred.tg-iri this paragraph.

Attorney-in-Fact. if Grantor fails to do éhy of the t[)_irigg referred to in the preceding paragraph, Lender may do so
for and in the name of Grantor and at Grantsr's expense. For such purposes, Grantor hereby irrevocably appoints
Lender as Grantor's attorney-in-fact for the‘purpose of making, exacuting, 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. A

FULL PERFORMANCE. If Borrower pays all the. Indebtadness when due, terminates the credit line account, and
otherwise performs 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 exacuts and deliver to Grantor suitable statements of termination of
any financing staterment on file evidencing Lender's sacurity _interdst ‘in the Rents and the Personal Property. Any
reconveyance fee shall be paid by Grantor, if permitted by epplicable:law. The grantee in any reconveyance may be

described as the "person or persons legally entitled thereto”,-and the racitals in the reconveyance of any matters or

facts shall be conclusive proof of the truthfulness of any such'matters or facts.

EVENTS OF DEFAULY. Grantor will be in default under this Deed of Trust.if any of the following 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 about Borrower's or Grantor's income, ‘assets, liabilities, or any other aspects of
Borrowaer's or Grantor's financial condition. (B) Barrower doss nat mest the repayment terms of the Credit Agreement.
{C] Grantor's action or inaction adversely affects the collataral or Lender's rights in the collateral. This can include, for
example, failure to maintain raquired insurance, waste or destructive, use of the divelling, failure to pay taxes, death of
all persons liable on the account, transfer of itle or sala of the dwelling; ‘creation. of a senior lien on the dwelling
without Lender's permission, foreclosure by the hotder of another lien, or_the.use of funds or the dwelling for prohibited
purposas. :

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

Elaction of Remedies, All of Lender's rights and remedies will be cuﬁm‘lati\fe and_.;ﬁ';y:- be exercised alone or
together. An election by Lender to choose any one remedy will not bar Lander from using any other remedy. If
Lendar decides to spend money or to parform any of Grantor's obligations under this Deed of Trust, after Grantor's

failure to do so, that decision by Lender will not affect Lender's right to daclars _Gr_amor in default and to exercise
Lander's remedies. B .

Accelerate Indebtedness. Lender shall have the right at its option to declare the.ehtire "'ihdé"bt_gdﬁ:é_ss immedtataly
due and payable. ’ :

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have -ihe‘iight to exercise its
power of sale and to foreclose by notice and sale, and Lender shall have the right 19 foreclose by judicial

foreclosure, in either ¢ase in accordance with and to the full extent provided by applicableTaw, -

UCC Remedias. With respect to all or any part of the Parsonat Property, Lender shall have-all the rights and
remedies of a secured party under the Uniform Commercial Code. T .

Collact Rents. Lender shall have the right, without notice to Borrower or Grantor to take possession of and
manage the Property and collect the Rents, including amounts past due and unpaid, and spply the net: proceeds,
over and above Lender's costs, against the Indebtedness. In furtherance of this right, Lender’may reguire any
tenant or other user of the Property to make payments of rent or use fees directly to Lender. I the Rents are~.
collected 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 negotiate the same and, Gollect the ¢
proceeds. Payments by tenants or other users to Lender in response to Lender's demand shall “‘sa_t_isfy‘,fthe:_:
obligations for which the payments are made, whether or not any proper grounds for the demand existed. Lénder
may exercige its rights under this subparagraph either in person, by agent, or through a receiver.

Appoint Receiver. Lender shall have the right to have a receiver appointed to take possession of all or any part of "
the Praperty, with the power to protect and preserve the Property, to operate the Property precading or pending
foreclosure or sale, and to collect the Rents from the Property and’apply the proceeds, over and above the cost of
the receivership, against the Indebtedness. The receiver 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,
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DEED OF TRUST
{Continued) Page 7

;--*Chgié"q_ of Venue. |f there is a lawsuit, Grantor a
_courts of Skagit County, State of Washington.

N Joint and. Several Liability. All obligations of Borrower and Grantor under this Deed of Trust shall be joint and
-~ seyveral, and:all referances to Grantor shall mean each and every Grantor, and all references to Borrower shall mean

each”and ‘qvery Borrower. This means that each Borrower and Grantor signing below is responsible for all
obligations in this Deed of Trust.

grees upon Lender's request to submit ta the jurisdiction of the

No Waiver by Lender. Grantor understands Lender will not give up any of Lender's rights under this Deed of Trust
unless Lender do#s so in writing. The fact that Lender delays or omits to exercise any right will not mean that
Lender has given_up that right. |f Lender does 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 ‘consent to a request, that does not mean that Grantor will nat have to get Lender's cansent
again if.:"the"'situatien':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 presentment, demand for payment, protast, and notice of dishonor.

Severability. |f acourt finds that any provision of this Deed of Trust is not valid or should not be enforced, that
fact by itself will nét'mean that the rest of this Deed of Trust will not be valid or enforced. Therefore, a court will

enforce the rest.qf 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 Assigns.” Subject, to any limitations stated in this Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shali be’ binding tpon and inure to the benefit of the parties, their successors and assigns. If
ownership of the Property becomss vested in a person other than Grantar, Lendsr, without notice to Grantor, may
deal with Grantor's succesgors with reférence to this Deed af Trust and the Indebtedness by way of forbearance or
extension without releasing Grantor from the obligations of this Deed of Trust or liability under the Indebtedness.

Time is of the Essenca. Tin_'né._i_s of the és_geﬁ_ce in the performance of this Deed of Trust.

Waiver of Homestead Exeni'pﬁph;"::- G;aﬁt__of'=':hereby releases and waives all rights and benefits of the homestead
exemption laws of the State of Wa_s_hi'ngtén as to all Indebtedness securad by this Deed of Trust.

DEFINITIONS. The following words sh_él]. have the following meanings when used in this Deed of Trust:
Beneficiary. The word “Beneficiary'_‘_--rn’e'é'n_s -W_ﬁ'i:dbév Island Bank, and its successors and assigns.

Borrower. The word "Borrower” means KENNETH WILLIAM VAUGHN and RUTH N VAUGHN and includes all
co-signers and co-makers signing the Credit Agresment.:

Credit Agresment. The words "Credit Agreement™ mean the credit agreement dated Juna 4, 2004, with credit
limit ofg$40.000.00 from Borrower to:Lender, together with all renewals of, extensions of, modifications of,
refinancings of, consolidations of, and substitutions for the promissory note or agreement, NOTICE TO GRANTOR:
THE CREDIT AGREEMENT CONTAINS A VARIAB_LE INTEREST RATE.

Deed of Trust. The words "Deed of Trust” m_e':a"n this Deed of Trust among Grantor, Lender, and Trustee, and

includes without limitation all assignment and segurity interest provisions relating to the Personal Property and
Rents. : :

Environmental Laws. The words "Environmental Laws® mean.gny and il state, federal and local statutes,
regulations and ordinances relating to the protection of -human health or the environment, including without
limitation the Comprehensive Environmental Response,”Compensation, and Liability Act of 1980, as amended, 42
U.5.C. Section 96801, et seq. ["CERCLA®),"he Superfund Amendments and Reauthorization Act of 1986, Pub. L.
No. 88-499 ("SARA"}, the Hazardous Matarials Transportation Act, 49°U.8.C. Section 1801, et seq., the Resource

Conservation and Recovery Act, 42 U.S.C. Section 6901, et'seq. for other applicable state or federal laws, rules,
or regulations adopted pursuant thereto. FS Lok

Event of Default. The words "Event of Default” mean any of the' e\;ents of dafdult set forth in this Deed of Trust in
the events of default section of this Deed of Trust. Lo N

Grantor. The word "Grantor” means KENNETH WILLIAM VAUGHN. L

Hazardous Substances. The words "Hazardous Substances” mean materials ‘that,” because of their quantity,
concentration or physical, chemical or infectious characteristics, may cause or pose:a present or potentiat hazard
to human health or the environment when improperly used, treated, stored, disposed-of, genarated, manufactured,
transported or otherwise handled. The words "Hazardous Substances” are’used in their very broadest sense and
include without limitation any and all hazardous or toxic substances, materials: or waste as defined by or listed
under the Environmental Laws. The term "Hazardous Substances” aiso inclides, without. limitation, petroleum and
petroleum by-products or any fraction thereof and asbestos. T

Improvaments. The word "Improvements” means all existing and future imprbuéments,_:_gsbui'iﬂings, structures,

mobile homes affixed on the Real Property, facilities, additions, replacements and gther cbngtruction on the Real
Froperty. ST A

Indebtedness. The word "Indebtedness” means all principal, interest, and other amounts,‘costs ‘and expenses
payable under the Credit Agreement or Related Documents, together with all renewals-of, extansions of,
modifications of, consolidations of and substitutions for the Credit Agreement or Reldted Documents.and any
amounts expended or advanced by Lender to discharge Grantor's obligations or expensss incurred by Trustee or
Lender to enforce Grantor's cbligations under this Deed of Trust, together with interest on_such amounts as
provided in this Deed of Trust. wi T

Lender. The word "Lender” means Whidbey Island Bank, its successors and assigns. The waords "'sue"de_séo_ré.'_or
assigns” mean any person or company that acquires any interest in the Credit Agresment, T

Personal Property. The words "Personal Property” mean ali equipment, fixtures, and other articles” of ‘personial
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 such
property; and together with all issues and profits thereon and proceeds {including without limitation all insurance’
proceeds and refunds of premiums} from any sale or other disposition of the Property. <

Property. The word "Property” means collettively the Real Property and the Personal Property.

Real Property. The words "Real Property” mean the real property, interests and rights, as further described in this™ .
Deed of Trust, i

Related Documents. The words "Related Documents”™ mean all promissory notes, credit agreements, loan
agreements, environmental agreements, guaranties, security agreements, mortgages, deeds of trust, security )
deeds, collateral mortgages, and all other instruments, agreements and documents, whether now or hereafter .

T
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Order No.: IC31202-SM

EXHIBIT “A”

5 "Trie:Nérth Half of the following described tract:

That port;on of the Southeast Quarter of the Southwest Quarter of Section 7, Township 36
North, Range 4 East of the Willamette Meridian, lying Westerly of the Colony County Road as it
existed November 1, 1969, and lying Southerly of the Alger Lake Samish County Road as it
exists November 1, 1969;

EXCEPT those portions conveyed to Skagit County by deeds recorded December 10,
1963, and October 7, 1964, under Auditor's File Nos. 644119 and 656837, records of
Skagit County Washlngton

Situated in Skaglt County, Washlngton

- END OF EXHIBIT “A” -
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