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DEED OF TRUST

DATE: November 14, 2001

Reference # (if appllcable) PA—99154—E Additional on page
Grantor(s): —
1. TRACY JR, ElWARD H

Grantee(s)
1. Whidbey Island Bank
2. Land Title Company Trustee

Legal Description: Lots 15—20&ptn of Lot 14 Blk 48, Anac Additional on page
Assessor’s Tax Parcel 1D#: 3772—045_3-—(}20—000_5. & 3772-048-020-0104

THIS DEED OF TRUST is dated November 14, 2001, among EDWARD R TRACY JR; an
unmarried man, as his separate estate ("Grantor");. Whidbey Island Bank, whose mailing
address is Anacortes Office, 2202 Commercial Ave., P.0. Box 320, Anacortes, WA 98221
(referred to below sometimes as "Lender” and sometames as "Beneficiary"); and Land Title
Company , whose mailing address is 111 East George Hopper Road, Burlington, WA 98233
(referred to below as "Trustee”). -
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DEED OF TRUST
(Continued) Page 3

' pcst adequate security or a surety bond, reasonably salisfactory to Lender, to protect Lender’s interest.

- Duty to Protect. Grantor agrees neither to abandon or leave unattended the Property. Grantor shall do all other acts, in
addition tothose acts set forth above in this section, which from the character and use of the Property are reasonably
necessary to protect and preserve the Properly.

DUE: ON SALE = CONSENT BY LENDER. Lender may, at Lander's option, (A} declare immedialely due and payable all
sums secured by this Deed of Trust or (B) increase the interest rate provided far in the Nole or other document evidencing
the Indebledness and impose such other conditions as Lender deems appropriate, upon the sale or transfer, without Lender's
prior wnﬂen consent, of all or any part of the Real Property, or any interest in the Real Property. A “sale or fransfer" means the
conveyaiice-of Redl Property or any right, title or interest in the Real Property; whether legal, beneficial or equitable; whether
voluntary or |nvolunlary, whether by outright sale, deed, installment sale contract, land contract, contract for deed, leasehold
inferest with-d term: greater than three (3) years, lease-option contragl, or by sale, assignment, or transfer of any beneficial
interest in or-lo any land triust:holding title to the Real Property, or by any other method of conveyance of an interest in the
Real Property. However thls optlon shall not be exercised by Lender if such exercise is prohibited by federal law or by
Washington law.

TAXES AND LIENS,. The foﬂowmg ‘provisions relating to the taxes and liens on the Property are part of this Deed of Trust:

Payment. Grantor shall pay when due (and in all events prior to delinquency) all taxes, special taxes, assessments,
charges (including waler and sewer), fines and impositions levied against or on account of the Property, and shall pay
when dug all claims for work-dona on or for services rendered or material furnished to the Property. Grantor shall
maintain the Property frée of all ligns having priority over or equal to the interest of Lender under this Deed of Trust,
except for the lien of taxes and’ assessmenls not due and except as otherwise provided in this Deed of Trust.

Right to Contesi. Grantar 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 inlerest in the Properly is not jeopardized. If 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 fiflesn
{15) days after Grantor hasnotice of the filing, secure the discharge of the lien, or if requested by Lender, deposit with
Lender cash or a sufficient corporale slrety bond or other security safisfaclory to Lender in an amount sufficient to
discharge the lien plus any cosls 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 satisfy any adverse judgment before
enforcement against the Property:: Granlor shall name Lender as an additional obliges under any surety bond furnished
in the contest proceedings. : ;

Evidence of Payment. Grantor shall upon demand furnish to Lender satisfactory avidence of payment of the taxes or
assessments and shall authorize the appropriate: governmental official to daliver to Lender at any time a written statement
of the texes and assessments against the Property. :

Notice of Construction. Grantor shall rotify L.end,er al least fifteen (15) days before any work is commenced, any
services are furnished, or any malerials are supplied to the Property, if any mechanic's lien, materialmen's lien, or other
lien could be asserted on account of the work, - Services, or materials. Grantor will upon request of Lender furnish to
Lender advance assurances satisfactory to Lender that Grantor can and will pay the cost of such improvements.

PROPERTY DAMAGE INSURANCE. The following prowswns relatrng 1o insuring the Properly are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and malntam pDIlCles of fire insurance with standard extended
coverage endorsements on a replacement basis for the“full-insurablé value covering all Improvements on the Real
Property in an amount sufficient to avoid application of any goinsurance clause, and with & standard mortgagee clause in
favor of Lender. Granlor shall also procure and maintain comprefiensive general liability Insurance in such coverage
amounts as Lender may request with Trustee and Lender being-riamed as-additional insureds in such liability insurance
policies. Addifionally, Grantor shall maintain such other insurance; including but not limited to hazard, business
interruption, and boiler 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 reasonably acceptable to
Lender. Grantor, upon request of Lender, will deliver o Lender from:time to time the policies or certificates of insurance
in form salisfactory to Lender, including stipulations thal coverages will not ba cancelled or diminished without al least
ten (10) days prior written notice to Lender. Each insurance policy alsg-shalt 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 Heal Properly be located in an area designated by the Director of the Federal Emergency
Management Agency as a special flood hazard area, Granior agrees to obtain and maintain Federal Flood Insurance, if
available, within 45 days after notice is given by Lender that the Property is Iocated in a spacial 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
limils set under the MNational Flood Insurance Program, or as otherwise requzred by Lendar, and to maintain such
insurance for the term of the loan.

Application of Proceeds. Grantor shall promptly nofify Lender of any loss or damage 10 lhe Property if the estimated
cost of repair or replacement exceeds $1,000.00. Lender may make proof of loss if Grantor fajls . do so within fiftean
(156) days of the casualty. Whether or not Lender's security is impaired, Lender may, at Lender’s election, receive and
retain the proceeds of any Insurance and apply the proceeds to the reduction of the'Indebtédness, payment of any lien
affecting the Property, or the restoration and repair of the Properly. If Lender alects to- apply.the proceeds to restorafion
and repair, Grantor shall repair or replace the damaged or desiroyed improvements in a2 manner safisfdctory to Lender.
Lender shall, upon sahsfactory 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 been 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 1o pay any amount owing to Lender under this Deed of Trost, thed-to pay accrued
interest, and the remainder, if any, shall be applied to the principal balance of the Indebtedness. |f'Lender Holds any
proceads after payment in full of the Indebtedness, such proceeds shall be paid without interest to Grantor as Grantors
interests may appear.

Unexpired Insurance at Sale. Any unexpired insurance shall inure to the benefil of, and pass lo, the’ purchaser of tha
Property covered by this Deed of Trust at any trustee’s sale or other sale held under the provisions of fhls Deed of Trusl :
or at any foreclosure sale of such Property.

Grantor’s Report on Insurance. Upon request of Lender, however not more than once a yaar, Grantor shalf furmsh 0
Lender & repart on each existing policy of insurance showing: (1) the name of the insurer; (2) the risks insurad;” (3)
the amount of the policy; {4) the property insured, the then cument replacement value of such property, and the manper .-
of determining that value; and (5) the expiration date of the policy. Grantor shall, upon request of Lender; have anw‘
independent appraiser satisfactory to Lender determine the cash value replacement cost of the Proparty. :

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lender's interest 'ir_1 _the'.
Property or if Grantor fails to comply with any provision of this Deed of Trust or any Related Documents, including but-not
limited to Grantor's failure to discharge or pay when due any amounts Grantor is required to discharge or pay under this Desd |
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DEED OF TRUST
{Continued) Page 5

{ { places as Lender may deem appropriate, any and all such morigages, deeds of trust, security deeds, security

¢ ~agreements, financing statements, continuation statements, instruments of further assurance, cerlificates, and other

_documérits. as may, in the sole opinion of Lender, be necessary or desirable in order to effectuate, complete, perfect,

< continue,-or preserve (1) Grantor's obligations under the Note, this Deed 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 Proper‘ly, whether now owned

‘or'hereafter acquired by Granlor. Uniless prohibited by law or Lender agrees to the contrary in writing, Grantor shall
‘reimburse Lender for afl costs and expenses incurred in connection with the matters referred to in this paragraph.

Aftorney—in=Fact. If Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do so for
arid.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, exgcuting, delivering, filing, recording, and domg all other things
as may be necessary or desirable, in Lender's sole opinion, to accomplish the malters referred to in the preceding
paragraph

FULL PERFORMANCE. if Grantor pays all the Indebtedness when due, and otherwise performs all the obligations imposed
upon Grantor under this.Deed-of Trust, Lender shall execute and deliver {0 Trustee a request for full reconveyanca and shall
exacute and deliver 1o Grantor: sujtable 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 "person or persons legally entitled thereto™, and
the recitals in the reconveyanca of’ any matters or facts shall be conclusive proof of the truthfulness of any such matters or
facts.

EVENTS OF DEFAULT. Each of the follewmg, at Lender's option, shall constitute an Event of Default under this Deed of
Trust:

Payment Default. Granfor farls fo make any payment when due under the Indebtedness.

Other Defaults. Grantor fails to comply with.or to perform any other term, obligalion, covenant or condition contained in
this Deed of Trust or in any.of-the Related:Documents or to comply with or to perform any term, obligation, covenant or
condition contained in any other agreement between Lender and Grantor.

Compiiance Default. Failure to comply with any other term, obligation, covenant or condition contained in this Deed of
Trust, the Note or in any of the Related Documsints. If such a failure is curable and if Grantor has not been given a
notice of a breach of the same prmﬁsmn of this, Deed of Trust within the praceding twelve (12) months, it may be cured
{and no Event of Default will have occurred) if Grantor, after Lender sends written notice demanding cure of such failure:
{a) cures the failure within fiteen (15)-days;:or (b) If the cure requires more than fiteen (15) days, immediately initiates
steps sufficient to cure the failure and thereafter continues and compietes all reasonable and necessary steps sufficient
to produce compliance as soon as reasonably practical.

Defauit on Other Payments. Failure of Graritor within the time required by this Deed of Trust to make any payment for
taxes or insurance, or any other payment necessary to prevent filing of or to effect discharge of any lien.

Environmental Default. Failure of any party ‘to comply with or perform when due any term, obligation, convenant or
condition contained in any environmental agreem_ent_ executed in connection with the Property.

False Statements. Any warranty, represenfation"ur?"stetement ma"de or furnished to Lender by Grantor or on Grantor's
behalf under this Deed of Trust or the Related DocUments is false or misleading in any material respect, either now or at
the fime made or furnished or becomes false aor misleading at'any time thereafter.

Defeclive Collateralization. This Deed of Trust or any.of the Fielafed Documents ceases to be in full force and effect
(inciuding failure of any collateral document to creale a vahd and perfecfed security interest or lien) at any time and for
any reason. .

Death or Insolvency. The death of any Grantor, the |nsol\rency of Grantor the .appointment of a receiver for any part of
Grantor's property, any assignment for the benefit of creditors, any-type’ of creditor workout, or the commencement of
any proceeding under any bankruptey or insolvency laws by or against Grantor,

Creditor or Forfeiture Proceedings. Commencemant of foreclosure or forfeiture proceadings, whether by judicial
proceeding, seli-help, repossession or any other method, by any:creditor .of Grantor or by any governmental agency
against any property securing the Indebledness. This includes a garnishment of-any. of Grantor's accounts, including
deposit accounts, with Lender. However, this Event of Defauilt shaill not-apply if there. is'a good faith dispute by Grantor
as to tha validity or reasonabieness of the claim which is the basis of the crediioror forfeiture proceeding and it Grantor
gives Lender written notice of the creditor or forfeiture proceeding and depasits with Lerider monies or & sursty bond for
the creditor or forfeiture proceeding, in an amount determined by Lender. in:its sole dlscretlon, as being an adequate
reserve or bond for the dispute.

Breach of Other Agreement. Any breach by Grantor under the terms of any other agreement betwesn Grantor and
Lender that is not remedied within any grace period pravided thersin, including withoUt limitation any agreemant
concerning any indebtedness or other obligation of Grantor to Lender, whether exlstlng now or later..

Events Affecting Guarantor. Any of the preceding events occurs with respect fo: any guarantor, endorser surety, or
accommodation parly of any of the Indebtedness or any guarantor, endorser, surety, ‘or accopmadaiion party dies or
hecomes incompetent, or revokes or disputes the validity of, o¢ liability under, any Guaranty of the indebiedness. 'n ihe
event of a death, Lender, at its option, may, but shall not be required to, permit the guarantors esfate to assume
unconditionally the obiigations arising under the guaranty in a manner satisfactory to Lender and in dorng 50, cure any
Event of Default.

Adverse Change. A material adverse change occurs in Grantor's financial condition, or Lender belleves the prospect of
payment or performance of the Indebtedness is impaired. " . .

Insecurity. Lender in good faith believes itself insecure.

Right to Cure. If such a failure is curable and if Grantor has not been given a nofice of a breach of fhe sarne pru\nswn
of this Deed of Trust within the preceding fwelve {12) months, it may be cured (and no Event of Default ‘will have
occurred) if Grantor, after Lender sends written nofice demanding cure of such failure: {a) cures the failure within, fiftean,
(15) days; or (b} it the cure requires more than fiteen (15) days, immedialely initiates steps sufficient to. cure the failure ™
and thereafter continues and completes all reasonable and necessary steps sufficient o produce compllance as soon as i
reasonably practical. :

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under this Deed of Trust, at any tlme thereaffer,'
Trustes or Lender may exsrcise any one or more of the following rights and remedies: S0

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

Accelerale Indebiedness. Lender shall have the right at its option to declare the entire Indebtedness immediately due

t\tttttt\ttt\tt\ttttttt\t\\tttttttt\t
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DEED OF TRUST
(Continued) Page 7

“ tha nohce is to change the party’s address. For notice purposes, Grantor agrees to keep Lender informed al all times of
Graritor’s current address. Subject to applicable law, and except for notice required or allowed by law to be given in another
manrer, ifthere s more than one Grantor, any notice given by Lender to any Grantor is deemed to be nolice given to all
'Grantors

MISCELLAHEOUS PROVISIONS. The following miscellaneous provisions are a part of this Deed of Trust:

'fAmendmems This Deed of Trust, together with any Related Documents, conslitutes the entire understanding and
agreement of the parties as lo the matters set forth in this Deed of Trust. No alteration of or amendment to this Deed of
Trust'shall-be effective unless given in writing and signed by the party or parties sought to be charged or bound by the
aftefation or amerrdment

Annual Repnrts If: he Property is used for purposes other than Grantor’s residence, Grantor shall furnish to Lender,
upon raguest, a cerlified statement of net operating income received from the Property during Grantor's previous fiscal
year in such form and- datail as Lender shall require. "Net operating income” shall mean all cash receipts from the
Property less all cash expend:turas made in connection with the operation of the Property.

Caption Headings. Caphon headlngs in this Deed of Trust are for conveniance purposes only and are not to be used to
interpret or define. the provisigns of this Deed of Trust.

Merger. There shall beric merger of the interest or estate crealed by this Deed of Trust with any othar interest or estats
in the Property at any time held.by or for the benefit of Lender in any capacity, without the written consent of Lender.

Governing Law. This Deed of Trust will be governed by, construed and enforced in accordance with federal law
and the laws of the Slate of thington This Deed of Trust has been accepted by Lender in the State of
Washington.

Cholce of Venue. If there isa Iawsult Granlor agrees upen Lender's request to submit to the jurisdiclion of the courts of
Skagit County, State of Washlngton g

No Waiver by Lender. Lender shall not be ‘deemed to have waived any rights under this Deed of Trust unless such
waiver is given in writing and signed hy Lender. No delay or omission on the part of Lender in exercising any right shall
operate as a waiver of such right pr any other right. A waiver by Lender of a provision of this Deed of Trust shall not
prejudice or constitute a waiver of Lerider's right‘otherwise to demand strict compliance with that provision or any other
provision of this Deed of Trust. No-prigr.waiver by Lender, nor any course of dealing between Lender and Grantor, shail
constitute a waiver of any of Lender’s righls ‘or-0f any of Grantor's obligations as to any future transactions. Whenever
the consent of Lender is required under this:Déed of Trust, the granting of such consent by Lender in any instance shall
not constitute continuing consent to subsequentinslances where such consent is required and in all cases such consent
may be granted or withheld in the sole discretion of Lender.

Severability. If a court of competent jurisdiction finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable as lo any circumstance, that” finding shall not make the offending provision illegal, invalid, or
unenforceable as to any other circumstance. “If feasible, the offending provision shall be considered modified so that it
becomes iegal, valid and enforceable. If the oﬁ_enping provision cannot be so modified, it shall be considered deieted
from this Deed of Trust. Unless otherwise reguired by law, the illegality, invalidity, or unenforceability of any provision of
this Deed of Trust shall not affect the legality, validity.or enforceability of any other provision of this Deed of Trust.

Successors and Assigns. Subject to any limitations stated.in this Deed of Trust on transfer of Grantor's interesl, this
Deed of Trust shall be binding upon and inure to the benefit of the parties, their successors and assigns. If ownership of
the Property becomes vested in a person other than Grantor; Lender, without notice to Grantor, may deal with Grantor's
successors with reference to this Deed of Trust and the ‘indebtedness by way of forbearance or extension without
releasing Grantor from the obligations of this Deed of Trust'oriability under the Indebtedness.

Time is of the Essence. Time is of the essence in the perfdrmance"qf thlsDeed of Trust.

Waiver of Homestead Exemption. Grantor hereby releases and waives all'--;rights and bensfits of the homestead
exemption laws of the State of Washington as lo all Indebtedness secured by this Deed of Trust.

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

Beneficlary. The word "Beneficiary” means Whidbey Island Bank, and its succsssors and ass|gns

Borrower. The word "Barrower" means EDWARD R TRACY JR, and all other persons and enhtlas signing the Note in
whatever capacity.

Deed of Trust. The words "Deed of Trust” mean this Deed of Trust among Grantor. Lender and Trustee, and includes
without limitation all assignment and security interest provisions relating to the Personal Property and Rents.

Default. The word "Default" means the Default set forth in this Dead of Trust in the section htled' “Defaull"

Environmental Laws. The words "Environmental Laws™ mean any and all state, faderal and Ic-ca[ slatutes regulations
and ordinances relating to the protection of human health or the environment, indtuding without limitation the
Comprehensive Environmental Response, Compensation, and Liabllity Act of 1980, as aménded, 42 U.8.C. Section
9601, et seq. ("CERCLA™, the Superfund Amendments and Reauthorization Act of 1986, Pub-L.’No. 99<499 ("SARA™,
the Hazardous Malerials Transportation Act, 49 U.S.C. Section 1801, et seq., the Resource Conservation.and Recovery
Act, 42 U.S.C. Section 6901, et seq., or other applicable state or federal laws, rules, or regu!atlons adaplad pursuant
thereto.

Event of Defauli. The words "Event of Default”™ mean any of the events of default set forth in this Deed of Trust m Ihe
events of default section of this Deed of Trust. o :

Grantor. The word "Grantor” means EDWARD R TRACY JR.

Guaranty. The word "Guaranly” means the guaranly from guarantor, endorser, surely, or accommadatlon party to'“-‘:.
Lender, including without limitation a guaranty of all or part of the Note.

Hazardous Substances. The words "Hazardous Substances" mean materials that, because of thenr quanﬂty,:
concentration or physical, chemical or infectious characteristics, may cause or pose a present or polentiat hazard o =
human health or the environment when impropery used, treated, stored, dlsposed of, generated, 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" also includes, without limitation, petroleum and petroiedm
by-produets or any fraction thereof and asbestos. '
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