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MORTGAGE FIRST AN‘IE‘F{IGAN TITLE GO.
240490
DATE: March 8 2005

Reference # (if appllcable) 84090 Additional on page ____
Grantor(s):

1. KOWALSKI, KEVIN C .

2. KOWALSKI, RE_BEKAH S

Grantee(s) '
1. Whidbey Island Bank

Legal Description: SECTION 17, TGWNSHIP 33 RANGE
5; PTN. NE-SE

E Additional on page 2
Assessor's Tax Parcel ID#: 330517-1 —002-001 1

THIS MORTGAGE dated March 8, 2005, is made and executed between KEVIN C KOWALSKI
and REBEKAH S KOWALSKI; husband and wife (referred to below as "Grantor") and Whidbey
Island Bank, whose mailing address is 1800 §.. Burlmgton Ave P.0O. Box 302, Burlinaton, WA
98233 (referred to below as "Lender"}. . A
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MORTGAGE
{Continued) Page 3

; '_Gﬂ_ré'h;tdr to make arrangements satisfactory te Lender to replace such Improvements with Improvements of at ieast
¢ . requal value.

VL':ende'r"; 'Rig_ht to Enter. Lender and Lender’s agents and representatives may enter upon the Real Property at all
" reasgnable. times to attend to Lender's interests and to inspect the Real Property for purposes of Grantor's
c‘om‘pliance'-with the tetms and conditions of this Mortgage.

-Ccrmplmnce wnh Governmental Requirements. Grantor shall promptly comply, and shall promptly cause
gompliance by all agents, tenants or other persons or entities of every nature whatsoever who rent, lease or
otherwise use ot occupy the Property in any manner, with all laws, ordinances, and regulations, now or hereafter
in effect; of all governmental authorities applicabls to the use or occupancy of the Property, Grantor may contest
in good faith any such law, ordinance, or regulation and withhold compliance during any procseding, including
approprlate appeals, sa long as Grantor has notified Lender in writing prior to deing so and so long as, in Lender's
sole opinion, Lender's interests in the Proparty are not jeopardized. Lender may requite Grantor to post adequate
security or a surefy bond, 'reasonably satisfactory to Lender, to protect Lender's interest.

Duty te Protect. __.Gl:.ant'b"r--,__a:grees neither to abandon or ieave unattended the Froperty. 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 necessarydd.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 Mortgageor, {B) increase the interest rate provided for in the Note or other docurnent evidencing
the Indebtedness and impoge such other conditions as Lender deems appropriate, upon 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; whather legal,
beneficial or equitable; whether voluntaty or involuntary; whether by outright sale, deed, installment sale contract, iand
contract, contract for deed, Ieasehold mterest 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 to the Real Property, or by any ather
method of conveyance of an interest-in the Real Proparty However, this option shall not be exercised by Lender if such
exercise is prohibited by federal law.orby, Washmgton law.

TAXES AND LIENS. The following pl’QVIS ns relatmg to the taxes and liens on the Property are part of this Mortgage:

Payment. Grantor shall pay wheh due land in_all avents prior to delinquency) all taxes, payroll taxes, special taxes,
assessments, water charges and seWwer serice charges tevied against or on account of the Property, and shall pay
when dus all claims for work dona on“6t for services rendered or material furnished to the Property. Grantor shall
maintain the Property free of any liens having priorityover or equal to the interest of Lender under this Mortgage,
except for those liens specifically agreed to in writing by Lender, and except for the lien of taxes and assessments
not due as further specified in the Right w Cbntest par’agraph

Right to Contest. Grantor may withhold payment of any tax, assessment, or claim in connecticn with a good faith
dispute over the obligation to pay, so long &% Lender's interest in the Property is not jeopardlzed If alien arises or
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 notige"of the filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lander cash or a sufficient corporate surqtv'-bond or other security satisfactory ta Lender in an
amount sufficient to discharge the lien plus any costs and attorneys’ fees, or other charges that could accrue as a
resuit of a foreciosure or sale under the lien. In any contest “Grantor shall defend itself and Lender and shall
satisfy any adverse judgment befare enforcement agamst the Property Grantor shall hame Lender as an additional
obligee under any sursty bond furnished in the contest; procaedlngs H

Evidence of Payment. Grantor shall upon demand furnish 1o Lender ‘satisfactory evidence of payment of the taxes
ar assessments and shall authorize the appropriate govemmenta! official-to dellver to Lender at any time a written
statement of the taxes and assessments against the Property.” - s

Notice of Construction. Grantor shall notify Lender at least flftaen H 5) days befere any work is commenced, any
services are furnished, or any materials are supplied to the Property, if any; mechanic's lien, materialmen’s lian, or
ather lien could be assarted on account of the work, services, or matetials. © Grantor will upon request of Lender
furnish to Lender advance assurances satisfactory to Lender that Grantar can and will pay the cost of such
improvements.

PROPERTY DAMAGE INSURANCE. The following provisions relating”t.o. il;l_suxri-ng' "'Ehgu-‘:Property are a part of this
Mortgage: E

Maintenance of Insurance. Grantor shall procure and maintain policies’of fire insUrance with standard extended
coverage endotsemants on a replacement basis for the full insurable value ‘covering all.limiprovements on the Real
Property in an amount sufficient to avoid application of any coinsurance clauss, and” with a standard mortgages
clause in favor of Lender. Policies shall be written by such insurance companies and in such form as may be
reasonably acceptable to Lender. Grantor shall deliver to Lender certificates” of covarage. from sach insurer
containing a stipulation that coverage will not be cancelled or diminished without'a minimura‘of ten (10) days' prior
written notice to Lender and not containing any disclaimer of the insuret’s Ilabllltv for failure’to give such naotice.
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 ather persan. Should: ‘tha 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 givan by Lender that the Property is located in a specla! flood hazard area, for the fuli unipaid cipal balance of
the loan and any prior lisns on the property securing the loan, up to the maximum policy.ii gat.-under the
National Flood Insurance Program, or as othaerwise required by Lender, and to maintain such |nsurance for the term
of the loan.

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the Prop‘érty 'Leﬁder may
make proof of loss if Grantor fails to do so within fifteen {15} days of the casualty. Whether or not Lar;der 5
security is impaired, Lender may, at Lender’s slection, receive and retain the proceeds of any insurance: and applv
the proceeds to the reduction of the Indebtedness, payment of any lien affecting the Property, or the reésteratiory,
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 mannar satisfactory to Lender. Lender shall, -lpon:
satisfactory proof of such axpendlture, pay or reimburse Grantor from the proceeds for the reasonable. cost of
repair or restaration if Grantor is not in default under this Mortgage. Any proceeds which have not been: disbursed -
within 180 days after their receipt and which Lender has not committed to the repair or restaration of thé-Property .

shall be used first to pay any amount owing to Lender under this Mortgage, then to pay accrued interest, and tha

remainder, if any, shall be applied to the principal balance of the Indebtedness. If Lender holds any procesds:after”
payment in full of the Indebtedness, such preceeds shall be paid without interest to Grantor as Grantor's interests

T
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MORTGAGE
{Continued) Page 5

: FURTHER ASSURANCES ATTORNEY-N-FACT. The following provisions relating to further assurances and
attorney-m—fact are a part of this Mortgage:

Further Assurances At any time, and from time to time, upon request of Lender, Grantor will maks, execute and

* deliver;ov WIII causa to be made, executed or delivered, to Lender or to Lender's dssignee, and when requested by
Lender, cauge:to be filed, recorded, refiled, or rerecorded, as the case may be, at such times and in such offices
znd places as Lender may deem appropriate, any and all such mortgages, deeds of trust, security deeds, security
agreements. financing statements, continuation statements, instruments of further assurance, certificates, and
other doguments_.as may, in the sole opinion of Lender, be necessary or desirable in order to effectuate, complete,
petfect, continge, or preserve (1)  Grantor's obligations under the Note, this Mortgage, and the Related
Docurnents, -and- {2}). the liens and security interests created by this Mortgage as first and prior liens on the
Property, whether now. ownad or hereafter acquired by Grantor. Unless prohibited by law or Lender agrees to the
contrary’ in. Wwiitihg, G_rantor shall reimburse Lender for all costs and expenses incurred in connection with the
matters teferred to.in thig paragraph.

Attorney-m-Fact If Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do so
for and in the namé of Grantor and at Grantor's axpense, For such purposas, Grantor hereby irrevocably appoints
Lender as Grantor's attarney- |n—fact for the purpose of making, exacuting, delivering, filing, recording, and doing all
other things as may ba hecessary or desirable, in Lender's sole opinion, to accomplish the matters referred to in
the preceding paragraph.’ E

FULL PERFORMANCE. If Grar"itor*pays all the Indebtedness when due, and otherwise performs all the obligations
imposed upon Grantor under this Meortgage, Lender shall execute and deliver to Grantor a suitable gatisfaction of this
Mortgage and suitable stataments-of termiriation of any financing statement on file evidencing Lender's security interest
in the Rents and the Personal Propertv Grantor will pay, if permitted by applicable law, any reasonable termination fee
as determined by Lender from tlma to tlme

EVENTS OF DEFAULT. At Lender s optlon Grantor will be in default under this Mortgage if any of the following
happen:

Payment Default. Grantor falls“to" make any payment when due under the Indebtedness,

Default on Other Payments. Fallure of Grantqp-mthln the time required by this Mortgage to make any payment for
taxes or insurance, or any other ;i‘ay'ment n-ef:e _sary to prevent filing of or to effect discharge of any lien.

Break Other Promises. Grantor breaks any promlse made ta Lender or fails to perform promptly at the time and
strictly in the manner provided in this’ Mortgage orin any agreement related to this Mortgage.

False Statements. Any representation or statament mada or furnished to Lender by Grantor or on Grantor's behalf
under this Mortgage or the Related Documents |s false or misleading in any material respect, either now or at the
time made or furnished. .

Defective Collateralization. This Mortgage or aﬁy of the Related Documents ceases to be in full force and effect
{including failure of any collateral docurment to create a valid and perfected security interest or lien} at any time and
for any reason.

Death or insolvency. The death of any Grantor, the lnso!vency of Grantos, 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
commencement of any proceeding under any bankruptey of |nsolvency laws by or against Grantosr.

Taking of the Property. Any creditor or governmental agancy trigsito take any of the Property or any other of
Grantor's property in which Lender has a lien. This:ineludes takrng of, garnishing of or levying on Grantor's
accounts with Lender. Howaever, if Grantor disputes m'good faith-whether the claim on which the taking of the
Property is based is valid or reasonable, and if Grantor gives Landsr wtitten notice of the claim and furnishes
Lender with monies or a surety bend satisfactory to Lender to satrsfy the clalm then this default provision will not
apply.

Breaach of Other Agreement. Any breach by Granter under the terms of any other agreement between Grantor and
Lender that is not remedied within any grace period provided therein, |nclud|ng without limitation any agreement
concerning any indebtedness or other obligation of Grantor to Lend__er, whether existing now or later.

Events Affecting Guarantor. Any of the preceding events occurs with fespéct to.any guarantor, endorser, surety,
or accommodation party of any of the Indebtedness or any guarantor, erdorser, surety, or accommodation party
dies or bacoimes incompatent, or revokes or disputes the validity of, of liability: under, any Guaranty of the
indebtedness. In the event of a death, Lender, at its option, may, but shall riot' be required te, permit the
guarantor's estate 10 assume unconditionally the obligations arising under the guaranty in a mahnet satisfactory to
Lender, and, in doing so, cure any Event of Default.

Right to Cure. If any default, other than a default in payment is curable and if Gramor has not been given a notice
of a breach of the same provision of this Mortgaga within the preceding twelve (1:2) months; it may be cured if
Grantor, after receiving written notice from Lender demanding cure of such default: {1) curas "the default within
thirty (20) days; or (2) if the cure requires more than thirty (3Q) days, |mmad|ately |n|t|ates steps which Lender
deems in Lender's sole discretion to be sufficient to cure the defauit and thereafter éontinues”and completes all
reasonable and necessary steps sufficient to produce compliance as soon as reasonably- practtcal

RIGHTS AND REMEDIES ON DEFAULT. Upon the occurrence of an Event of Default and at any tlms thereafter, Lender,
at Lender's option, may exercise any one or more of the following rights and remedies, in addltlon o, an\dr other nghts or
remedies provided by law: S P

Accelerate Indebtedness. Lender shall have the right at its option without notice to Grantgr,to _déqlafe the entire
Indabtednass immediately due and payable, including any prepayment penalty which Grantor wouid’ be __naqoir-ed to
pay. L !

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

Collect Rents. Lender shall have the right, without notice to Grantor, to take possession of the Proparty and g
collect the Rents, including amounts past dus and unpaid, and apply ths net proceeds, over and above Lender’ sK:ﬁ"
costs, against the Indebtedness, In furtherance of this right, Lender may require any tenant or other.user’ ‘of thes
Property to make payments of rent or use fees directly to Lender. If the Rents are collected by Lepders"then .
Grantar irrevocably designates Lender as Grantor's attorney-in-fact to endorse instruments received in: pavmentuu-'
thereof in the name of Grantor and to negotiate the same and collect the proceeds. Payments by tenants or other
users to Lender in response to Lender's demand shall satisfy the obllgatlons for which the paymants are made,:"
whether or not any proper grounds for the demand existed. Lender may exercise its rights under this subparagraph
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MORTGAGE
(Continued) Page 7

Lander does consent to a request, that does not mean that Grantor will not have to get Lender's censent again if
the situation happens again. Grantor furthar 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,
.~ Grafitor waives presentment, demand for payment, protest, and notice of dishonor,

Saverability: If a court finds that any provision of this Mortgage is not valid or should not be enforced, that fact by
ltself will not mean that the rest of this Mortgage will not be valid or enforced. Therefore, a court will enforce the
rast of the’provisions of this Mortgage even if a provision of this Mortgage may be found to be invalid or
unenforceable

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

Successors and Assugns\ _Subject to any limitations stated in this Mortgage on transfer of Grantot's interest, this
Mortgage shall be binding upon and inure to the benefit of the parties, their successors and assigns. If ownership
of the Property becemes ‘vested in a person other than Grantof, Lender, without notice to Grantor, may deal with
Grantor's successors with® reference to this Mortgage and the Indebtedness by way of forbearance or extension
without releasing G’ra'nto-r fromi the obligations of this Martgage or liability under the Indebtedness.

Time is of the Essence. Tlme i8 of the essence in the performance of this Mortgage.

Waive Jury. All parties 1o th|s Mortgage hereby waive the right to any jury trial in any action, proceeding, or
counterclaim brought by any parw agalnst any other party.

Waiver of Homestead: Exemptlon Grantor hereby releases and waives all rights and benefits of the homestead
exemption laws of the Stats of Washlngton as to all Indebtedness secured by this Mertgage.

DEFINITIONS. The following words shall have the following meanings when used in this Mortgage:

Borrower. The word "Borrower means KEVIN C KOWALSKI and REBEKAH § KOWALSKI and includes all
co-signers and co-makers signing the Nota

Environmental Laws. The word_s"'EnV|ronmental Laws" mean any and all state, federal and local statutes,
regulations and ordinances relating“to the protection of human health or the environment, including without
limitation the Comprehensive En\flronmental Response, Compensation, and Liability Act of 1980, as amended, 42
U.5.C. Section 9601, et seq. ("CERCLA"}, tha Superfund Armendments and Reauthorization Act of 1986, Pub. L.
No. 99-499 {"SARA"}, the Hazardous Materlals Transportation Act, 49 U.5.C. Section 1801, et seq., the Resource
Conservation and Recovery Act, 42 U.S. C. Settion 6901 at seq., or other applicable state or federal laws, rules,
or regulations adopted pursuant thereto. :

Event of Default. The words "Event of Default“ 'mean any of the events of default set forth in this Mortgage in the
events of default section of this Mortgage.

Grantor, The word "Grantor" means KEVIN C KQWALSKI and REBEKAH S KOWALSKXI.

Guaranty. The word "Guaranty” means the gu'aré'n__ty from guarantor, endorser, surety, or accommodation party to
Lender, including without limitation a guaranty of-all or part of the-Note.

Hazardous Substances. The words "Hazardous Substances” “méan materials that, because of their quantity,
concentration or physical, chemical or infactious charactétistics, may cause ot pose a present or potential hazard
to human health or the environment when improperly used; treated, stored, disposed of, generated, manufactured,
transported or otherwise handled. The words "Hazardous Substancés™ are used in their very broadest sense and
include without fimitaticn any and all hazardous or toxic substancés, materials or waste as defined by or listed
under the Environmental Laws. The term "Hazardous Substances also |ncludas without limitation, petroleum and
petrolsum by-products or any fraction thereof and asbestos. - s

Improvements. The word "Improvements” means all emstmg and future |mprovements buildings, structures,
mobile hoemes affixed on the Real Property, facilities, additions; raplacements and other construction on the Real
Property. .

Indebtedness, The word "lndebtedness™ maans all principal, mterest and _othier.amounts, costs and expenses
payable under the Note or Related Documents, together with all fendwals of,.extensions of, meodifications of,
consolidations of and substitutions for the Note or Related Documents and any amounts axpended or advanced by
Lender to discharge Grantor's obligations or expenses incurred by Lender to enforee:Grantor's obligations under
this Mortgage, together with interest on such amounts as provided in this Mortgage:

Lender. The ward "Lender” means Whidbey Island Bank, its successors and as_signé'. ~'-f:h:s words "successors or
assigns" mean any person or company that acquires any interest in the Note.. .- C

Mortgage. The word "Mortgage” means this Mortgage between Grantor and Lendsr

Note. The word "Note" means the promissory note dated March 8, 2005, in the nrlgmal pnnclpal amount
of $80,000.00 from Grantor to Lender, together with all renewals of, ‘extensions .of, modifications of,
refinancings of, consclidations of, and substitutions for the promissory note or agreement The maturlty date of
this Mortgage is March 15, 2015.

Personal Property. The words "Personal Property” mean ali squipment, fixtures, and mher arncles of persanal
property now or hereafter owned by Grantor, and now or hereafter attached or afflxed ta the.. Real: Praperty;
together with ali 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 I|mltat10n alf i insurance
proceeds and refunds of premiums) from any sale or other disposition of the Property. S

Property. The word "Property™ means collectively the Real Property and the Personal Propertv. o i
Real Property. The words "Real Property” mean the real property, interests and rights, as further descrtbed iri; thJs
Mortgage. L !

Related Documents. Tha words "Related Documents" mean all promissory notes, credit agre"emen'ts', Ioan
agreements, environmental agreements, guaranties, security agreemants, mortgages, deeds of trust, secunty 5
deeds, collateral mortgages, and all other instruments, agreements and documents, whether now ‘or herea figr’
axisting, executed in connection with the indebtedness. -

Rents. The word "Rents”™ means all present and future rents, revenues, income, issues, royalties, proflts and
other benefits derived from the Proparty. :

L] il

Skaglt County Audltor
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