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|SLAND TITLE €O,
B0 DEED OF TRUST

DATE: October 11,2001 .~

Reference # (if apphcable) B18909 Additional on page
Grantor(s):
1. THE WILLIAM L AND JULIA M HENDERSHOT 1990 TRUST

Grantee(s) :
1. Whidbey Island Bank .
2. ISLAND TITLE COMPANY Trustee

Legal Description: LOT 29, BLACKBU HN HIDGE Additional on page
Assessor’s Tax Parcel 1D#: 4708—000—029—0000

THIS DEED OF TRUST is dated October 11, 2001, among WILLIAM L HENDERSHOT and
JULIA M HENDERSHOT, Trustees for the WILLIAM.L AND JULIA M HENDERSHOT 1990
TRUST ("Grantor"); Whidbey Island Bank, whose malimg address is Burlington Office, 1800
S. Burlington Ave., P.O. Box 302, Burlington, WA 98233 (referred to below sometimes as
"Lender" and sometlmes as "Beneficiary"); and’ |SLAND TITLE COMPANY, whose mailing
address is 839 S BURLINGTON BLVD PO BOX 670 BURLINGTON WA 98233 (referred to
below as "Trustee"). R
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DEED OF TRUST
(Continued) Page 3

¢ /Grantor's due diligence in investigating the Property for Hazardous Substances. Grantor hersby (1) releases and

¢ :~waives any future claims against Lender far indemnity or contribution in the event Grantor becomes liable for cleanup or

other-tosts under any such laws; and (2) agrees to indemnify and hold harmless Lander against any and all claims,

“ logses,- Ilabllrlres, damages, penalties, and expenses which Lender may directly or indirgctly sustain or suffer resulting

from-a breachof this section of the Deed of Trust or as a consequence of any use, generation, manufacture, storage,

disposal, release or threatened release occurring prior lo Grantor’s ownership or interest in the Property, whether or not

the same was or should have been known to Grantor. The provisions of this seclion of the Deed of Trust, including the

obllgatlon fo lndernnlfy, shall survive the payment of the Indebtedness and the satisfaction and recenveyance of the lien

of this ‘Deed of . Trust and shall not be affected by Lender’s acquisition of any interest in the Property, whether by
foraclosure or othsrwrse

Nuisance;’ Wasie, Grantor shall not cause, conduct or permit any uisance nor commit, permit, or suffer any stripping of
or waste-on or to the Property or any portion of the Property. Withaut lirmiting the generality of the foregoing, Grantor will
not remove, or grant to-any other party the right to remove, any timber, minerals (including oil and gas), ceal, clay,
scoria, soll, gravel or, rock. producﬁs without Lender's prior written consent.

Removal of lmprovemenls ‘Grantor shall not demelish or remove any Improvements from the Real Property without
Lendsr's prior written consent:.-As a condition to the removal of any Imprevements, Lender may require Grantor to make
arrangeaments sahsfactory to Lender to replace such Improvemenis with Improvements of at lsast equal value,

Lender’s Right to Enter. Léndér and Lender's agents and representatives may enter upon the Real Property at ali
reasonable times to altend to.tender’s inlerests and to inspect the Real Property for purposes of Granter's compliance
with the terms and conditions of thrs Deed of Trust.

Compliance with Governmenlal Requlrements Granlor shall promptly comply, and shall pramptly cause compliance
by all agents, tenants or othér persons dr entities of every nature whatsoever who rent, lease or otherwise use or occupy
the Property in any manner, with all laws, ordinances, and regulations, now or hereafter in effect, of all governmental
authorifies applicable to the vse or occupancy of the Property. Grantor may contest in good faith any such law,
ordinance, or regulation and--withhqld compliance during any proceeding, including appropriate appeals, so long as
Grantor has nofified Lender in wrifing prior 1o doing so and so long as, in Lender’s sole opinion, Lender’s intergsts in the
Property are not jeopardized. Lender may reqmre Grantor to post adequate secuwrity or a surety bond, reasonably
satisfactory to Lender, to protect Lenders interest:”

Duty ta Protect. Grantor agrees nes!her to abandon or leave unatiended the Property. Grantor shall do ali other acts, in
addition 1o those acls set forth above.in-this sectlon which from the character and use of the Properly are reasonably
necessary to prolect and preserve the Properly.

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lenders option, (A) declare immediately due and payable all
sums secured by this Deed of Trust or (B) increass the: irferest rate provided for in the Credit Agreement or other document
evidencing the Indebtedness and impose such other conditions as Lender deems appropnate. 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
fransfer™ means the conveyance of Real Property or any. right, title or interast in the Real Property; whether legal, beneficial or
equitable; whether volurtary or involuntary; whether by ‘gulright sale, deed, inslallment sale confract, land contract, contract
for deed, leasehold interest with a term greater than three(3) years, lease—option contract, or by sale, assignment, or transfer
of any beneficiat interest in or to any land trust holding tifle to the RealProperty, or by any other method of conveyance of an
interest in the Real Property. However, this oplion shall not be exarclsed by Lender if such exercise is prohibited by federal
law or by Washington law.

TAXES AND LIENS. The following provisions relating to the taxes and Elens on the Property arg part of this Deed of Trust:

Paymeni. Grantor shall pay when due (and in all events: prior. g delmquency) all taxes, special taxes, assessments,
charges (including water and sewer), fines and impositions levied against of‘on account of the Property, and shall pay
when due all claims for wark done on or for services rendered or-matefidl.furnished to the Property. Grantor shall
maintain the Property free of all liens having priarity aver or equalto the interest of Lender under this Deed of Trust,
excapt for the lien of taxes and assessments not due and except as/otherwise prowded in this Deed of Trust.

Right to Contest. Grantor may withhold payment of any tax, assessmen;. or ‘claim in connection with a good faith
dispute over the cbligation to pay, so long as Lender's interest in the Property-is _ng_t:jeopardized. It a lien 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 notice of the filing, secure the discharge of the lien, orif fequested by Lender, deposit with
Lender cash or a sufficient corporate surety bond or other security salistactory to Lendar in an amount sufficlent to
discharge the lien plus any costs and attorneys’ fees, or other charges that could accrue as a result of a foreclosure or
sale under the lien. In any contest, Grantor shall defend itself and Lender and shall safisfy‘any adverse judgment before
enforcament against the Property. Grantor shall name Lender as an additional obllgae Undsr any surety bond furnished
in the contest proceadings. )

Evidence of Paymeni. Grantor shall upon demand furnish to Lender satrsfactory ewdence of payment of the taxes or
assessments and shall authorize the appropriate governmental official to deliver to Lender at any trme 4 written staterment
of the taxes and assessmenis against the Property.

Notice of Construclion. Grantor shall notify Lender at least fiteen (15) days befora any work i cammenced any
services are furnished, or any materials are supplied to the Property, if any mechanic's lien, materialmer’s lien, or other
lien could be asserted on account of the work, services, or materials and the cost exceeds $1 000.00. Grantor will upon
request of Lender furnish to Lender advance assurances satisfactory to Lender that Grantor can and wr'.! pay the cost of
such impraovements.

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

Maintenance of Insurance. Grantor shall procure and maintain policies of fire insurance wrth standard extendsd
coverage endorsements on a replacement basis for the full insurable value covering all Improvemants onthe-Real
Property in an amount sufficient to avoid application of any coinsurance clause, and with a standard rnortgagee clausein
favor of Lender, togsther with such other hazard and labllity insurance as Lender may reasonably require:, PolICIeS shall::_
be written in form, amounts, coverages and basis reasonably acceptable to Lender and issued by:a company_.or @
companies reasanably acceptable to Lender. Grantor, upon request of Lender, will deliver to Lender from fime to-time ¢
the policies or certificales of insurance in farm satisfactory to Lender, including stipulations that coverages-will-not-be
canceiled or diminished without at least ten (10) days prior written nofice to Lender. Each insurance policy.dlso’ shall"
inchide an endorsement providing that coverage in favor of Lender will not be impaired In any way by any act,*omission .+
or default of Granlor or any other persan. Should the Real Property be located in an area designated by the Director gf .~
the Federal Emergency Management Agency as a special flood hazard area, Grantor agrees lo obtain and malntam,--'-'"
Federal Flood Insurance, if available, within 45 days after nofice 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 liens on the property secufing
the loan, up to the maximum policy limits set under the National Flood Insurance Program, or as otherwise required by

M
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DEED OF TRUST
(Continued) Page 5

J Security Agreement. This instrumeni shall constitute a Security Agreement to the extent any of the Property constitutes
7 :Aixtures, and Lender shall have all of the rights of a secured party under the Uniform Commercial Code as amended from
fife tolimie..

Secuﬂt‘y Interest. Upon request by Lender, Grantor shall execute financing statements and take whatever other action
is réquested: by Lender to perfect and continue Lender’s security interest in the Personai Property. In addition to
tecording this Deed of Trust in the real property records, Lender may, at any tme and without further autherization from
Grantor, file'executed counterparts, copies or reproductions of this Deed of Trust as a financing statement. Grantor shall
relmbursé 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 assamble any
Personal Property riot ‘affixed to the Property in a manner and at a place reasonably conveniant to Grantor and Lender
and make‘it availableto'Lender within three (3} days after receipt of writlen demand from Lender to the extent permitted
by appllcable law. ™ :

Addresses. The malllng addresses of Grantor (debter) and Lender {secured party) from which information concerning
the security Interest grantad, by this Deed of Trust may be obtained (each as required by the Uniform Commercial Code)
are as stated on the first, page of this Deed of Trust.

FURTHER ASSURANCES ATTORNEY—IN—FACT The following provisions relating to further assurances and
aftorney—in—fact are a part of this Deed of Trust:

Further Assurances. At gny. tlme, and from fime to time, upon request of Lender, Grantor will make, execule and
deliver, or will cause to.be made; 8xecuted or dslivered, to Lender or to Lender's designee, and when raquested by
Lender, cause to be filed;: tecorded, reflled or rerecorded, as the case may be, al such times and in such offices and
places as Lender may deem -appropriate, any and all such morigages, deeds of trust, securdty deeds, security
agreements, financing statémants, conlinuation statements, instruments of further assurance, certificates, and other
documents as may, in the sole opinion gf Lender, be necessary or desirable in order to effectuate, complete, perfect,
continue, or preserve (1) Borrower's and Grantor’s obfigations under the Credit Agreement, this Deed of Trust, and the
Related Documents, and (2)-. the liens and security interesls created by this Deed of Trust as first and prior liens on the
Praperty, whether now owned or hereafter acquired by Granlor. Unless prohibited by law or Lender agrees to the
contrary in writing, Grantor shall relmburse Lender for all costs and expenses incurred in connection with the matters
refarred to in this paragraph. i

Aftorney-in-Facl. If Grantor fails to do any of the thlngs referred to in the preceding paragraph, Lender may do so 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 rnakmg, execullng, delivering, filing, recording, and doing all other things
as may be necessary or desirable, in Lenders sole aplnlon te accomplish the matters referred fo in the preceding
paragraph. :

FULL PERFORMANCE. If Barrower pays all the=lndebtedness whan 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 execute and deliver to Grantor suitable statements of termination of any financing
statement on file evidencing Lender's security interest in the Rents and the Personal Property. Any reconveyance fee shall be
paid by Grantor, if permitted by applicable law. The:grantee in any.reconveyance may be described as the “persan or
persons legaily entitlad thereto”, and the recitals in the reconveyance of any matters or facts shall be conclusive proof of the
truthfulness of any such matters or facts.

EVENTS OF DEFAULT. Grantor will be in defaull under this Deed of Trust it any of the following happen: (A} Grantor
commits fraud or makes a material misrepresentation at any time:in connaction with the Credit Agreemant. This can include,
for example, a false statement about Borrowsr's or Grantor's income, assets liabilities, or any other aspacts of Borrower's or
Grantor's financial condition. (B) Borrower does not meet the: repayment terms. of the Credit Agreement. {C) Grantor's
action or inaction adversely affects the collateral or Lender’s rights’in-the cotlateral “This can include, for example, failure to
maintain required insurance, waste or destructive use of the dwelling, failure'lo pay taxes, death of all persons liable on the
account, transfer of fitle or sale of the dwelling, creation of a senios lign on the dwelling without Lender's permission,
foreciosure by the holder ot another lien, or the use of tunds or the dwelling for prohibited purposes.

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

Elecilon of Remedies. Al of Lender’s rights and remedies will be cumulatlve and rhay. be exercised alons or together.
An election by Lender to choose any ons remedy will not bar Lender from using any other remedy. If Lender decides to
spend money or to perform 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 declare Grantor in default and to exercise Lender's remedies.

Accelerate Indebledness. Lender shall have the right at its opfion to declare. the entlre Indebtedness immediately due
and payable.

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have the nght 1o exercise ils power of
sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by jUdICIaI foreclosure in gither
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 ha\te atl the nghts and remeadies of
a secured party under the Uniform Commercial Code.

Collect Rents. Lender shall have the righl, without nolice to Borrower or Grantor to take possesmon 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 require any tenant er-other-user of the
Property to make payments of rent or use fees direclly to Lender. If the Rents are collected by {ender, then-Grantor
imevocably designates Lender as Grantor's attorney-in—fact to endorse instruments received in payment thereof in the
name of Grantor and to negoliate the same and collect the proceeds. Payments by tenants or other-users’to Lender in
response to Lender's demand shall satisty the obligations for which the payments are made, whether or'ngt-any proper
grounds for the demand existed. Lender may exercise its rights under this subparagraph either in person, by agent oF
through a receiver.

Appoint Receiver. Lender shall have the right 1o have a receiver appointed to take possession of all or any part of: the
Property, with the power to protect and praserve the Property, to operate the Property preceding or pendinig foreclosure ©

or sale, and to collect the Fents 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 Properly exceeds the Indebtedness by a substantlal_""
amount. Employment by Lender shall not disqualify a person from serving as a receiver.

Tenancy ai Sufferance. If Grantor remains in possession of the Property after the Property is sold as provided ache or
Lender otherwise becomes entfitled to possession of the Property upon defaull of Grantor, Grantor shall become a
fenant at sufferance of Lender or the purchaser of the Properly and shall, at Lender's opflion, either (1) pay a

T
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DEED OF TRUST
{Continued) Page 7

has given up that right. If Lender does agree in writing to give up ane of Lender's rights, that doss not mean Grantor will

¢ ~hot-have to comply with the other provisions of this Deed of Trust. Granter also understands that if Lender does consent

1o’ a requést, that does not mean that Grantor will not have to get Lerder's consant again if the situation happens again.

“ Grantor-further understands that just becauss 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 presentmeni, demand for
payment, protest, and nolice of dishonor.

Severability 1 a cout finds that any provision of this Deed of Trust is not valid or should not ba enforced, that fact by
itself will-not mean‘that the rest of this Deed of Trust will not be valid or enforced. Therefore, a court will enforce the rest
of the provisiors of \his Deed of Trust even if a provision of this Deed of Trusl may be found to be invalid or
unenforceable. .~ . -

Successors and Asslgns Subject to any limitalions stated in this Deed of Trust on transfer of Grantor’s inlerest, this
Deed of Trist shall be binding upon and inure lo the benefit of the parties, their successors and assigns. If ownership of
the Property becomes vested in a person other than Granter, Lender, without nolice to Granter, may deal with Grantor's
successors with reference’1o.this Deed of Trust and the Indebtedness by way of forbearance or extension without
releasing Grantor from ﬂ-.e cbligations of this Deed of Trust or liability under the indebtedness.

Time is of the Essence T'me |s of the essence in the performance of this Deed of Trust.

Waiver of Homestead Exemptlon. Grantor hereby releases and waives all rights and henefits of the homestead
exemption laws of the State of Washington as to all Indebtedness secured by this Deed of Trust,

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

Borrower. The word "Borrowar" means WILLIAM L HENDERSHOT and JULIA M HENDERSHOT, and alt other persons
and entities signing the Credﬁ Agreement’

Credit Agreement. The words "Credit Agreement" mean the credit agreement dated October 11, 2001, with ¢redit
limit of $176,000.00 from Bofrower. to Lender, logether with all renewals of, extensions of, modifications of,
refinancings of, consolidations of, and subsmutlons for the pramissory note or agreement.

Deed of Trust. The words "Deed ‘of Trusl" mcan thls Dead of Trust among Grantor, Lender, and Trustee, and includes
without limitation all assignment and secunty rnleresl provisions relating to the Persanal Property and Rents.

Environmental Laws. The words "Enwronm.e__ntai Laws"” mean any and all stale, federal and local statutes, regulations
and ordinances relaling to the prolection. of -human-"health or the environment, including without limitation the
Comprehensive Environmental Response, Compengation; and Liability Act of 1980, as amended, 42 L.S.C. Section
9601, ot seq. ("CERCLA", the Superfund Amendmeénis and Reauthorization Act of 1986, Pub, L. No. 89499 ("SARA"),
the Hazardous Materials Transportation Act,*49 1J.S.€. Section 1801, et seq., the Resource Conservation and Recovery
Act, 42 UU.5.C. Section 6901, et seq., or other apphcable state or federal laws, rules, or reguiations adopted pursuant
thereto.

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

Grantor. The word "Grantor™ means THE WILLIAM L AND JELLQIA'_M"‘HE“I}IDEHSHOT 1990 TRUST.

Hazardous Substances. The words "Hazardous Substarices” mean materials that, because of their quantity,
concentration or physical, chemical or infectious characteristics, may cause or pose a present or potenlial hazard to
human health or the environment when imoroperly used,-treated, stored, disposed of, generated, manufactured,
fransported or otherwise handied. The words "Hazardous Substances" are used in their very broadest sense and
include without limitation any and all hazardous ¢r toxic substances, métefials o, waste as defined by or listed under the
Environmental Laws. The ferm "Hazardous Substances" also mcludes, wnthout ||m|tation, petroleum and petroleumn
by-products or any fraction thereof and asbestos. ;

Improvements. The werd "Improvements”™ means all existing and fulure |mpravemenls, buildings, structures, mobile
homes affixed on the Real Property, facilities, additions, replacements and olher conslructuon on the Real Property.

Indebtedness. The word "Indebledness” means all principal, interest; and other amounts, costs and expenses payable
under the Cradit Agreement or Related Documents, together with all rengwals of, extensions of, madifications of,
consalidations of and subslitutions for the Credit Agreement or Related Documents and any amounts expended or
advanced by Lender to discharge Grantor’s obligations or expenses incurred by Trustee of Lender to enforce Grantor's
obligations under this Deed of Trust, logether with interest on such amgunts as prowded in thls Deed of Trusk.

Lender. The word "Lender" means Whidbey Island Bark, its successors and asmgns The words "successors or
assigns” mean any person or company that acquires any interest in the Credit Agreernent

Personal Property. The words "Persanal Property” mean all equipment, fixtures, and o_ther articles of personal property
now or hereafter owned by Grantor, and now or hereafter attached or affixed to the Real Property; together with all
accessions, parls, and additions 1o, all replacemants 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. P

Property. The word "Property” means coliectively the Real Property and the Personal Propeny

Reat Property. The words "Real Property” mean the real property, interests and rights, as further descnbed m lhls Deed
of Trust,

Related Documents. The words "Related Documents” mean all promissory notes, credit agreements loan agreements,
ervironmental agreemenls, guaranties, security agreements, morigages, deeds of trust, security. deeds,kcnllaleral
mortgages, and all other instruments, agreements and documents, whether now or hereafter extsllng, executed in
connection with the Indebtedness. .

Rents. The word "Rents" means ali present and future renls, revenues, income, issues, royalhes, prof its, and other.-__
benefits derived from the Property. ;

Trustee. The word "Trustee” means ISLAND TITLE COMPANY, whose mailing address s 839 S BUF\LINGTON BL\}D
PO BOX 670, BURLINGTON, WA 98233 and any substitute or successor trustees. S8
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