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D DEED OF TRUST

DATE: August 20, 2001

Reference # (if apphcable) B18589—SM v
Grantor(s);

1. SHELDON, TIMOTHYE '

2. SHELDON, DEBH_AA 7

Grantee(s) R
1. Whidbey Island Bank
2. ISLAND TITLE CO, Tru__stee:' e

Additional on page

Legal Description: Lot 3, BIKk. 1, COUNTRY CL_:_UB ADD. NO. 6 Additional on page

Assessor’s Tax Parcel ID#: 4339-001-003-0009

THIS DEED OF TRUST is dated August 20,.2001, among TIMOTHY E SHELDON and DEBRA A
SHELDON; husband and wife ("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 ISLAND TITLE CO,
whose mailing address is 839 S BURLINGTON: BLVD PO ‘BOX 670, BURLINGTON, WA 98233

(referred to below as "Trustee™).
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e DEED OF TRUST
Loan :No: 919072157 (Continued) Page 3

nol remove, or grant to any other party the right to remove, any timber, minerals (including ol and gas), coal, clay,
Hy __.scorla soil, gravel or rock preducts without Lender's prior written consent.

Removal of Improvements. Grantor shall not demolish or remove any Improvements from the Real Property without
: Lender’s priorwritten consent. As a condition to the removal of any Improvements, Lender may require Grantor to make
arrangements satisfactory to Lender to replace such Improvements with Improvements of at least equal value.

Lender’s nght to Enter. Lender and Lender's agents and representatives may enter upon the Real Property at all
reasonable-times to attend to Lender's inferssts and to inspect the Real Property for purposes of Grantor's compliance
with the térms and condlllons of this Deed of Trust.

Compliance with-Governmental Requirements. Grantor shall promplly comply, and shall promplly cause compliance
by all agents, tehants: or:other persons or entities of every nature whatscever whao rent, lease or otherwise use or occupy
the Propérty-in-any manner, with all laws, ordinances, and regulations, now or hereafler in effect, of all governmental
autharities applicable to.the use or cccupancy of the Property. Grantor may contest in good faith any such law,
ordinance, ar regtilation and withhold compliance during any proceeding, including approprla!e appeals, 50 Iong as
Grantor has notified. Lender.in. writing prior to doing so and so long as, in Lendar's sole opinion, Lender’s interasts in the
Properly are not jeqpardlzed « Lender may require Grantor to post adequate security or a surety bond, reasonably
salisfactory to Lénder, to protect Lender's interest.

Duty 1o Protect. Grantor -'éigrgeé rieither to abandon nor leave unattended the Property. Grantor shall do all other acts,
in addition to those acts set forfhrabove in this section, which from the character and use of the Property are reasonably
necessary to protect and presetve the, Propeny

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 Tryst of (B ‘ingrease the inferest rate provided for in the Cradit Agreement or other document
evidencing the Indebtedness and impose such other conditions as Lender deems appropriate, upon the sale or transfer,
withou! Lender’s prior written consint, of alt.of any part of the Real Proparty, or any interast in the Real Properly. A "salg or
transfer” means the conveyance of Real Property or any right, fitle or interest in the Real Property; whether legal, beneficial or
aquitable; whether voluntary or |nwolun|ary, whether by outright sale, deed, installment sale contract, land contract, coniract
for deed, leasehold interest with a terin"greater than three (3) years, lease—option confract, or by sale, assignmant, or transfer
of any beneficial intersst in or lo any landtrust holding itle to the Real Property, or by any other method of conveyance of an

interest in the Real Properly. However; lhls ophon shal! not be exercised by Lender if such exercise is prohibited by federal
law ar by Washington law.

TAXES AND LIENS. The following prowsmns relallng ie lhe taxes and liens on the Property are part of this Deed of Trust:

Payment. Grantor shall pay when due (and in"all evenls prior to delinguency) all taxes, special taxes, assessments,
charges (including water and sewer), fines and impositions levied against or on account of the Properly, and shall 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“over or equal to the interest of Lender under this Deed of Trust,
except for the lien of taxes and assessments not due, except for the Existing Indebtedness referred to below, and except
as otherwise provided in this Deed of Trust. :

Right to Contest. Grantor may withhold payment-of any tax, agsessment, or claim in connection with a good faith
dispute over the cbligation to pay, so long as Lender’s interest in“ihe Property is not jeopardized. If a lien arises or is
filed as a result of nonpayment, Grantor shall within fifteen (15)- da,ys dfter the lien arises or, if a lien is filed, within fiffleen
(15) days after Grantor has notice of the filing, secure the discharge pfithe 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, orother charges that could accrue as a result of a foreclosure or
sale under the lien. In any contest, Grantor shall defend itsetf-and Lender and shall satisty any adverse judgment before
enforcement against the Property. Grantor shall name Lender as an addltlcnal obllgee under any surety bond furnished
in the contest proceedings. e

Evidence of Payment. Grantor shall upon demand furnish to Lender sallsfactory svidence of payment of the taxes or
assassments and shall authorize the appropriate governmental ofﬂmal 1o dellver to Lender at any time a written statement
of the taxes and assessmenis against the Property. : :

Notice of Construction. Grantor shall nolify Lender at least flﬂeen (15} days before any work is commenced, any
services are furnished, or any materials are supplred 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 and the cost-excéeds $1,000.00. Grantar will upon
request of Lender furnish to Lender advance assurances salisfactory to Lendar that Granlor can and will pay the cost of
such improvements.

PROPERTY DAMAGE INSURANCE. The following provisions relating to |nsur|ng the Proper‘ry are a part of this Deed of
Trust,

Mainienance of Insurance. Grantor shall procure and maintain policies of flre |nsurance with standard extended
coverage endorsements on a replacement basis for the full insurable value covering all Improvaments on the Real
Property in an amount sufficient to avoid application of any coinsurance clause, and with a standard morlgagee clause in
favor of Lender, logether with such other hazard and liability insurance as Lender may reasonably require. Policies shall
be written in form, amounts, coveragses and basis reasonably acceptable to Lender dnd .issued by:a company or
companies reasanably acceptable to Lender. Grantor, upon request of Lender, will deiiver to Lander from time to time
the policies or certificates of insurance in form safisfactory to Lender, including stipulations that-€overages will not be
cancelled or diminished without at least ten {10) days prior wrilten notice to Lender. Eachinsurance polidy also shall
include an endorsement providing that coverage in faver 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 localed in an area designated by the Director of
the Federal Emergency Management Agency as a special flood hazard area, Grantor agrees.to”obtain‘and.thaintain
Federal Flood Insurance, if available, within 45 days after notice is given by Lender that the Property’is Jocated. in a
special flood hazard area, for the full unpaid principal balance of the loan and any prior liens on‘the property securing
the loan, up to the maximum policy limits set under the National Flood Insurance Program, or as othenmse requnred by
Lender, and to maintain such insurance for the term of the ioan.

Application of Proceeds. Grantor shall promptly nofify Lender of any loss or damage to the Propeny If the eshmaled
cost of repair or replacement exceeds $1000.00. Lender may make proof of loss if Grantor fails to do so within fiftéen ;
(15) days of the casualty. Whether or not Lender's security is impaired, Lender may, at Lender's election; recejve and
retain the proceeds of any insurance and apply the proceeds to the reduction of the Indebladness, payrnenl of any lienr s
affecting the Property, or the restoration and repair of the Property. If Lender elects to apply the proceeds toTestoration .-~
and repair, Grantor shall repair or replace the damaged or destroyed Improvements in a manner satistactory t6 Lender,” .~
Lender shall, upon satfisfactory proof of such expenditure, pay or reimburse Grantor from the proceeds for the .-
reasonable cost of repair or restoration if Grantor is not in default under this Deed of Trust. Any proceeds which have

not bean 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

e
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s DEED OF TRUST
~Loan No: 919072157 (Continued) Page 5

[ sevefit shall have the same effect as an Event of Default, and Lender may exercise any or all of its available remedies for
{ /&n Event of Default as provided below unless Grantor either (1) pays the tax before it becomes delinguent, or {2)
" gontesls-the tax as provided above in the Taxes and Liens section and deposits with Lender cash or a sufficient

. corporate surety bond or other security satisfactory to Lender.

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

Secunty Agreement This instrument shall constitute a Security Agreement to the extent any of the Properly constitutes
fixtures; ahd Lender shaII have all of the rights of a secured party under the Uniform Commercial Code as amended from
timedo fima,

Securlty Interesl Upbn request by Lender, Grantor shall execute financing statements and take whatever other action
is requestad’ by tendar'to perfect and continue Lender's sacurity interest in the Personal Property. In addilion to
recording-this Daed.of Trusl in the real property records, Lender may, at any ime and without further authorization from
Grantor, file executed counterparls, copies or reproductions of this Deed of Trust as a financing statement. Grantor shall
reimburse Lender for all-expanses 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 Propetty riot affixed to the Property in a manner and at a place reasonably convenient to Grantor and Lender
and make it available to Lander within three (3) days after receipt of written demand from Lender to the extent permitted
by applicable faw,

Addresses. The mailing. addresses of Grantor (deblor) and Lender (secured party) from which information concerning
the security interest gradted by this Dead of Trust may be obtained (each as required by the Uniform Commercial Code)
are as stated on the first page of thiis’ Deed of Trust.

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The ftoliowing provisions relaling to further assurances and
atlorney-in—fact are a part of thls Deed of Trust

Further Assurances. At any tima, and from time to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause to be made, éxeculed 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 fimes and in such offices and
places as Lender may deem appropriate, any-and all such morlgages, deeds of trust, security deeds, security
agreements, financing statements;.continuation statements, instruments of further assurance, certificates, and other
documents as may, in the sole cpiniofi’ of Lender, :-be necessary or desirable in order to effectuate, complete, perfact,
continue, or preserve (1) Grantor's-obligalions under the Credit Agreement, this Deed of Trust, and the Related
Documents, and (2} the liens and security inferests creajed by this Deed of Trust on the Property, whether now owned
or hereafter acquired by Grantor. Unless prohibrted by law or Lender agrees to the contrary in writing, Grantor shall
reimburse Lender for all costs and expenses incurred in ¢onnection with the matters referred to in this paragraph.

Attorney-in-Fact. | Granlor fails to do any-of the things referred to in the preceding paragraph, Lender may do sa for
and in the name of Grantor and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints Lender
as Grantor's attorney—in—fact for the purpose of ‘making, executing, delivering, filing, recording, and domg all other things
as may be nscessary or desirable, in Lender's sole opinion, to accompllsh the malters referred to in the preceding
paragraph. ;

FULL PERFORMANCE. |f Grantor pays all the Indebledness when due, ‘terminates the cradit line account, and otherwise
performs all the obligations imposed upon Grantor under this Dead.of Trust, Lender shall execute and deliver to Trustee a
request for full reconveyance and shall execute and deliver $6 Grantor suilable statements of fermination of any financing
statement on file evidencing Lender’s security interest in the Repts and the Personal Properly, Any reconveyance fee shall be
paid by Grantor, if permitied by applicable law. The granteé:in any.reconveyance may be described as the "person or
persons legally entifled thereto”, and the recitals in the reconveyance of any matters or facts shall be conclusive procf of the
truthfulness of any such matters or facts.

EVENTS OF DEFAULT. Grantor will be in default under this Peed of’ Trust if any of the following happen: {A) Grantor
commits fraud or makes a materlal misrepresentation at any time in connection with:the Credit Agreement. This can include,
for example, a false staternent about Grantor's income, assets, liabilities, or any other aspects of Grantor's financial condition.
(B) Grantor does not meet the repayment ferms of the Credit Agreement. ) Graptor's action or inaction adversely affects
the collateral or Lender's rights in the colfateral. This can include, for example, failurg fo Trdintain required insurance, waste or
destructive use of the dwelling, failure to pay taxes, death of all persons liable ‘on the account, transfer of fitle or sale of the
dwelling, creation of a senior lien on the dwelling without Lender’s permission, foreclosure by the holder of another lien, or the
use of funds or the dwelling for prohibited purposes.

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

Election of Remedies. All of Lender's rights and remedies will be cumulative and may be exercrsed alone or together.
An election by Lender to choose any one remady will not bar Lender from using any ¢ther remedy.«If Lender decides to
spend maney or {o perform any of Grantor’s obligations under this Deed of Trust, dfter Grantor's failure to do so, that
decision by Lender will not affact Lender’s right to declare Grantor in defaull and to exercise Le‘nder’s remedies.

Accelerate Indebtedness. Lender shall have the right at its option to declare the enﬂra Indebtednass lmmedtately due
and payable.

Foreclosure. With respect to all or any part of the Real Property, the Trustes shall have the rrght lo emrmse its power of
sale and o toreclose by notice and sale, and Lender shall have the right to foreclose by Judlmal foreclosura, in either
case in accordance with and to the full extent provided by applicable law.

UCC Remedies. With respect to all or any part of the Personal Property, Lender shall have all the nghts and remedres of
a secured party under the Uniform Commercial Code.

Collect Rents. Lender shall have the right, without notice to Grantor o take possession of and manage the Propeny

and collect the Rents, including amounts past due and unpaid, and apply the net proceeds, over and above Lenders
costs, against the Indebtedness. [n furtherance of this right, Lender may require any tenant or other user of the Propérly.

to make payments of rent or use fees directly fo Lender. If the Rents are collected by Lender, then Grantor irrévocably
designates Lender as Grantor's attorney-in-fact to endorse instruments received in payment thereof in the name of ;
Grantor and to negofiate the same and collect the proceeds. Paymenis by tenants or other users to Lender in respopse

to Lender's demand shall satisfy the obhgahnns for which the payments are made, whether or not any proper groundsf
for the demand existed. Lender may exercise its rights under this subparagraph either in person, by agent, or lhroulh a
receiver. ;

Appoint Receiver. Lender shalt have the right to have a receiver appointed to take possession of all or any part _cif th_e--"
Property, with the power o protect and preserve the Property, to operate the Property preceding or pending foreclosure
or sale, and to collect the Rents from the Property and apply the procesds, 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 -
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ey DEED OF TRUST
“Loan No: 919072157 (Continued) Page 7

.j‘ references to Grantor shall mean each and every Grantor. This means that each Grantor signing below is responsible for
§ __..ail obligations in this Deed of Trust,

No Waiver by Lender. Grantor understands Lender will not give up any of Lender's rights under this Deed of Trusl

* unfess-ténder does so in writing. The fact that Lender delays or omits to exercise any right will not mean that Lender
has:given up. that right. If Lender does agree In writing to give up one of Lender’s rights, that does not mean Grantor will
aof have to gorply with the other provisions of this Deed of Trust. Grantor also understands that if Lender does consent
tp a request; that does not mean that Grantor will not have lo get Lender's consent again if the situation happens again.
Grantor further understands that just because Lender consents to ane or more of Grantar's requests, that does not mean
Lenger will' be.required to consent to any of Grantor's future requests. Grantor waives presentment, demand for
payment, protesl and notice of dishonor.

Severability.If a cotirt finds that any provision of this Deed of Trust is not valid or should not be enforced, that fact by
itself will-not meanthat'the rest of this Deed of Trust will not be valid or enforced. Therefore, a court will enforce the rest
of the provisions:of th|5 Deed of Trust even if a provision of this Deed of Trust may be found to be invalid or
unenforceable. :

Successors and: Asmgns Subject to any limitations staled in this Deed of Trust on transfer of Grantor's interest, this
Deed of Trust shallbe blndlng tipon and inure to the bensfit of the parties, their successors and assigns. If ownership of
the Property becomes vegled in‘a-person other than Grantor, Lender, without notice to Grantor, may deal with Grantor's
successors with reference lo this Deed of Trust and the Indsbtedness by way of forbearance or extension without
releasing Grantor from the obllganons of this Deed of Trust or ligbility under the Indebtedness.

Time is of the Essence THmeids o_' he essence in the performance of this Dead of Trust.

Waiver of Homestead Exempﬂon “Grantar hereby releases and waives all rights and benefits of the homestead
exemption laws of the State of. Washmgton as to all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The following words shall have the followmg meanings when used in this Deed of Trust:
Beneficiary. The word “Beneﬁmary‘ means Whidbey Island Bank, and its successors and assigns.

Borrower. The word "Borrower” msans TIMOTHY E SHELDON and DEBRA A SHELDON, and all other persons and
entities signing the Credit Agreemant

Credit Agreement. The words "Credit- Agreemenl" ‘mean the credit agreement dated August 20, 2001, with credit
limit of $90,000.00 from Grartor.to} Lendsr, together with all renewals of, exlensions of, modifications of,
refinancings of, consolidations of, and subsmutloqs for the promissory note or agreement,

Deed of Trusl. The words "Deed of Trust” mean this. Deed of Trust among Granlor, Lender, and Trustee, and includes
without limitation all assignment and securily interest'provisions relaling to the Personal Property and Rents.

Environmental Lews. The wards "Environmental Laws" maan any and all state, federal and local statules, regulations
and ordinances relating to the protection @f human health or the environment, including without limitation the
Comprehensive Environmental Response, Compensation, and Liability Act of 1980, as amended, 42 U.8.C. Section
9601, et seq. ("CERCLA"), the Superfund Amendments and Reauthorization Act of 1986, Pub. L. No. 99499 {"SARA™,
the Hazardous Materials Transportation Act, 49 U.8.C. Section 1801, &t seq., the Resource Conservation and Recovery

Act, 42 1J.5.C. Section 6901, et seq., or other applicable siale or federal laws, rules, or regulations adopled pursuant
thereto.

Event of Defaull. The words "Event of Defaull” mean any of the eve’nls of defauit set forth in this Deed of Trust in the
events of default section of this Deed of Trust.

Existing Indebledness. The words "Existing Indebtedness" mean lhe |ndebledness described in the Existing Liens
provision of this Deed of Trust.

Grantor. The word "Grantor" means TIMOTHY E SHELDON and DEBRA A SHELDON

Hazardous Substances. The words "Hazardous Substances® mean matenals that, because of their quantity,
concentration or physical, chemical or infectious characteristics, may cause-or pose a present or potantial hazard to
human health or the environment when improperly used, treated, stored, dasposed of, generated, manufactured,
transported or otherwise handled. The words "Hazardous Subslances” aré used ih-their very broadest senss and
include without limitation any and all hazardous or toxic substances, materials dr waste a& defined by or listed under the
Environmental Laws. The term "Hazardous Substances” also includes, wﬂheul llmltahon petroleum and petroleum
by-products or any fraction thereof and asbestos. ;

Improvements. Tha word "Improvements” means all existing and future |mprovements buildings, structures, mobile
homes affixed on the Real Property, facilities, additions, replacements and other construchan onr'the Real Property.

Indebtedness. The word "Indebtedness” means all principal, interest, and other arnounis &osts and expenses payable
under the Credit Agreement or Related Documents, logether with all renewals of, extensiong<of, modifications of,
consolidations of and substitutions for the Credit Agreement or Related Documents:and any amounts expended or
advanced by Lender to discharge Grantor's obligations or expenses incurred by Trustée or l.énder tg.enforce Grantor's
ubligations under this Deed of Trust, fogether with interest on such amounts as prowded in this. Deed of Trust.

Lender. The word "Lender” means Whidbey island Bank, its successors and assngns Th_e w_ords "sSuccessors or
assigns" mean any persen or company that acquires any interest in the Credit Agreement. :

Personal Property. The words "Personal Properly” mean all equipment, fixtures, and other arhcles ©f. parsonal property
now or hereafter owned by Granier, and now or hereafter attached or affixed lo the Real Propérty;. together with all
dccessions, parts, and additions {o, all replacements of, and all substitutions for, any of such property, and-together with
all issues and profits thereon and proceeds (including without imitation all insurance proceeds and refunds of premiums)
from any sale or cther dispaosition of the Property. .

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

Real Property. The words "Real Property” mean the real properly, interests and rights, as further descrlbed in thls Deed-.
of Trust.

Related Documents. The words "Related Daocuments” mean all promissory nolas, credit agreements, Ioan agreements,
environmental agreements, guaranties, security agreements, mortgages, deeds of trust, security deeds, collateral:
mortgages, and all olher instruments, agreements and documents, whether now or hereafter existing, execuied N
connection with the Indebtedness. :

Rents. The word "Rents™ means all present and future rents, revenues, income, issues, royaltiss, profits, and olher,:" '
benefits derived from the Property.

Trustee. The word "Trustee™ means [SLAND TITLE CO, whose mallmg address is 839 S BURLINGTON BLVD PO BOX
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