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ISLAND TlTLE COMPANY
ATl DEED OF TRUST

DATE: November 13; ‘""200'1' B
Reference # (if appllcable) | Additionai on page

Grantor(s):
1. THE KENNEDY FAMILY 1998 REVOCABLE TRUST DATED APRIL 21, 1988

Grantee(s) T
1. PEOPLES BANK
2. Island Title Co. Anacortes Trustee

Legal Description: LT 7, FAHLEN’ S SNEE—OOSH TRACT Additional on page 2
Assessor's Tax Parcel |ID#: 3912-000- 007 0004

MAXIMUM LIEN. The lien of this Deed of Trust shall not exceed at any one time $220,000.00.

THIS DEED OF TRUST is dated November 13, 2001, among John P, Kennedy, and Sandra K
Kennedy, Trustees of the THE KENNEDY FAMILY 1998 REVOCABLE TRUST Dated April 21,
1998, whose address is 4408 Shelby Ct, Anacortes, WA 98221 ("Grantor"); PEOPLES BANK,
whose mailing address is ANACORTES OFFICE, 616. COMMERCIAL AVENUE, ANACORTES,
WA 98221 (referred to below sometimes as “Lender* and sometimes as "Beneficiary"); and
Island Title Co. Anacortes, whose mailing address ls 3110 Commercial Suite 101, Anacortes,
WA 98221 (referred to below as "Trustee"). S
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DEED OF TRUST
+ Loan: No: 5021590-101 (Continued) Page 3

"redsonable times to attend to Lender’s interests and to inspect the Real Property for purposes of Grantor's compliance
§ . -withrthe terms and conditions of this Daed of Trust.

~Compliarice with Governmental Requirements. Grantor shall promptly comply, and shall promptly cause compliance

“ by all.agents; tenants or other persons or entities of every nature whatsoever wha 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
‘authorities applicable 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 proceeding, including appropriate appeals, so long as
Grantor.has rotified Lender in writing prior to doing so and so long as, in Lender’s sole opinion, Lender’s interests in the
Pmperty are not jeopardized. Lender may require Grantor to post adequate security or a surety bond, reasonably
satisfactory to Lender, to protect Lender's interest.

Duty to.Pratéct:. Grantor agrees neither to abandon or leave unattended the Property. Grantor shall do all other acts, in
addition:to those acts $et.forth above in this section, which from the character and use of the Property are reasonably
necessary to protect and preserve the Property.

TAXES AND LIENS. The foliowing 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 water and sewer), fines and impositions levied against or on account of the Property, and shall pay

when due all claims for:work-done on or for services rendered or material furnished to the Property. Grantor shall

maintain the Property free_of allliens having priority over or equal to the interest of Lender under this Deed of Trust,

except for the lien of taxes and assessments not dus and except as otherwise provided in this Deed of Trust,

Right to Contest, Grantor may.withhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the obligation 1o pay, so long as Lender's interest in the Property is not jeopardized. If a lien arises or is
filed as a result of nonpayment, Grantor shall within 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, or if requested by Lender, deposit with
Lender cash or a sufficient comorate surety bond or other security satisfactory to Lender in an amount sufficient to
discharge the lien plus any costs and attomeys’ fees, or other charges that could accrue as a result of a foreclosure or
sale under the lien. 1n any contést, Grantor shall defend itself and Lender and shall satisfy any adverse judgrent before
enforcement against the Proper’ry Grantor sha!l name Lender as an additional obligee under any surety hond furnished

in the contest praceedings. :

Evidence of Payment. Grantor shall upon demand furnlsh to Lender satisfactory evidence of payment of the 1axes or
assessments and shall authorize the appropriate govemmental official to deliver 1o Lender at any time a written statement
of the taxes and assessments against the Property. .

Notice of Construction. Grantor shall notlfy Lender at least fifteen (15) days befors any work is commenced, any
services are furnished, or any materials aré Supplled 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 exceeds $1 000.00. Grantor will upon
request of Lender fumish o Lender advance assurances satisfactory to Lender that Grantor can and will pay the cost of
such improvements.

PROPERTY DAMAGE INSURANCE. The followmg provus:ons relating to insuring the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and malntam pohcnes of fire insurance with standard extended
coverage endorsements on a fair value basis for the full msurable value ¢overing all Improvements on the Real Property
in an amount sufficient to avoid application of any coinsurance clause, and with a standard mortgagee clause in favor of
Lender, together with such other hazard and liability instrance as Lender may reasonably require. Policies shall be
written in form, amounts, coverages and basis reasonably acceptable to Lander and issued by a company or companies
reasonably acceptable to Lender. Grantor, upon request of Lender, “will-deliver 1o Lender from time to time the policies
or cerificates of insuwrance in farm satisfactory to Lender, including stipulations that coverages will not be cancelled or
diminished without at least thirty {30) days prior written notice to Lénder. 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 other person. Should the Real Property be located in ap area designated by the Director of the
Federal Emergency Management Agency as a special flood hazard area, Grantor agroes to obtain and maintain Federal
Flood Insurance, if available, within 45 days after notice is given by Lend___er that the Property is located in a special flood
hazard area, for the full unpaid principal balance of the loan and any prior liens.tn the property securing the loan, up to

the maximum policy limits set under the National Fiood Insurance Program of as Oﬂ'IEI'WISB required by Lender, and to
maintain such insurance for the term of the loan.

Application of Proceeds. Grantor shall promptly notify Lender of any Ioss or damage te the:Property if the estimated
cost of repair or replacement exceeds $1,000.00. Lender may make proof of loss-if. Granter fails to do so within fifteen
{15) days of the casualty. Whether or not Lenders security is impaired, Lendet-may, at'Lender's election, receive end
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 Property. If Lendsr elects 1o apply the proceeds to restoration
and repair, Grantor shall repair or replace the damaged or destroyed Improvements in a manner satisfactory to Lender.
Lender shall, upon satlsfactory proof of such expenditure, pay or reimburse Grantor fromthe proceeds for the
reasonable cost of repair or restoration if Grantor Is not in defauit 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 to pay any amount owing to Lender under this Deed of Tnist,-thento pay accrued
interest, and the remainder, if any, shall be applied to the principal balance of the Indsbtedriess. If Lendet holds any
proceeds after payment in full of the indebtedness, such proceeds shall be paid without intereét to Grantor as Grantors
interests may appear.

Unexpired Insurance at Sale. Any unexpired insurance shall inure to the benefit of, and pass to, the purchaser cyi the
Property covered by this Deed of Trust at any trustee’s sale or other sale held undar the provisions of this Deed of Trust
or at any foreclosure sale of such Property. s

LENDER’S EXPENDITURES. |If Grantor faits (A) to keep the Property free of all taxes, liens,” securlty lnterasts
encumbrances, and other claims, (B} to provide any required insurance on the Property, or (C) to make rapalrs o the
Property then Lender may do so. If any action or proceeding is commenced that would materially affect Lender's interests i
the Property, then Lender on Grantors behalf may, but is not required to, take any action that Lender bolieves to“bei ¢
appropriate to protect Lender’s interests. All expenses incurred or paid by Lender for such purposes will then bear interestat -
the rate charged under the Note from the date incurred or paid by Lender to the date of repayment by Grantor, Al sugh .~
expenses will become a part of the Indebtedness and, at Lendar's option, will (A) be payable on demand; (B) be added to . -
the balance of the Note and be apportioned among and be payable with any installment payments to become due during "
aither (1) the term of any applicable insurance policy; or (2} the remairing term of the Note; or (C) be treated as a ballbon .~
payment which will be due and payable at the Note’s maturity. The Deed of Trust also will secure payment of these amounts’
The rights provided for in this paragraph shall be in addition to any other rights or any remedies to which Lender may be
entitled on account of any default. Any such action by Lender shall not be construed as curing the default so as to bar
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DEED OF TRUST
+" Loan: No: 5021580-101 {Continued) Page 5

'Aitorney-ln -Fact. If Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do so for
+ ‘-dnd-in the name of Grantor and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints Lender
" ag Grantor's attorney-in-fact for the purpose of making, executing, delivering, fiting, recording, and doing all other things
.~ as,fhay be ‘necessary or desirable, in Lender's sols opinion, to accomplish the matters referred to in the preceding

paragraph

FULL PERFORMANCE If Borrower pays all the indebtedness when dus, and otherwise performs all the obligations imposed
upon.Grantor under this Deed of Trust, Lender shall execute and deliver 1o 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. intereet in the Fents and the Personal Property. Any reconveyance fee shall be paid by Grantor, if permltted by
applicable 1aW. The grantee in any raconveyance may be described as the "person or persons legally entitled thersto®, and
the recitals in the reoonveyance of any matters or facts shall be conclusive proot of the truthfuiness of any such mattere of
tacts. -

EVENTS OF DEFAULT At Lenders option, Grantor will be in default under this Deed of Trust if any of the following happen:
Payment Default. Borrower falls to make any payment when due under the Indebtedness.

Break Other Promises Borrower or Grantor breaks any promise made to Lender or fails to perform promptly at the
time and strictly:jr the manner ‘provided in this Deed of Trust or in any agreement related to this Deed of Trust.

Compliance Defauit. Farlure to comply with any other term, oblrgation covenant or condition contained in this Deed of
Trust, the Note or in any of the' Related Documents. If such a failure is curable and if Borrower or Grantor has not been
given & notice of a breagh of the.saffia:provision of this Deed of Trust within the preceding twelve (12) months, it may be
cured {and no Event of Defaylt will-hayé occurred) if Borrower or Grantor, after Lender sends written notice demanding
cure of such failure: (&) curés the failure'within fifteen {15) days; or (b} if the cure requires more than fifteen (15) days,
immediately initiates steps: sufficient to cura the failure and thereafter continues and completes all reasonable and
necessary steps sufficient to produce cempllance as 500N as reasonably practical.

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

False Statements. Any representatlon or statement made or furnished to Lender by Borrower or Grantor or on
Borrower's or Grantor's behalf under.this Deed ¢f Trust or the Related Documents is false or misleading in any material
respect, either now or at the time made or fumrshed

Defective Collateralization. This Deed’ of Trust or any of the Related Documents ceases to be in full force and effect
(including failure of any collateral document to create a valld and perfected security interest or lien) at any time and for
any reason. i

Insolvency. The dissolution or termrnatlon of the T ruet the insolvency of Borrower or Grantor, the appointment of a
receiver for any part of Borrower's or Grantor's property, any assignment for the benefit of creditors, any type of creditor
workout, or the commencement of any proceedlng under any bankruptcy or insolvency laws by or against Borrower or
Grantor,

Taking of the Property. Any creditor or govemmental agency.tries to take any of the Property or any other of
Borrower's or Grantor's property in which Lender-has a lien. #This includes taking of, gamishing of or levying on

Borrower's or Grantor's accounts with Lender. However, if Borrowsr-or Grantor disputes in good faith whether the claim

on which the taking of the Property is based is valid or reasgnable;: and it Borrower or Grantor gives Lender written

notice of the claim and furnishes Lender with monies or a surety bond sattefactory o Lender to satisty the claim, then this
default provision will not apply.

Breach of Other Agreement. Any breach by Borrower or Grantor under the tarms of any other agreement between
Borrower or Grantor and Lender that is not remedied within.any’ grace peripd provided therein, including without

limitation any agreement concerning any indebtedness or other obhgatlon of Borrower or Grantor to Lender, whether
existing now or later. .

Events Affecting Guarantor. Any of the preceding events occurs wrth respect. to any guarantor, endorser, stirety, or
accommodation party of any of the Indebtedness or any guarantor;; endorser, surety, or accommedation party dies or

becomes incompetent, or revokes or disputes the validity of, or liability. urdér, arly Guararty of the Indebtedness. In the

event of a death, Lender, at its optlon may, but shall not be required-to; peimit. the guarantore estate to assume
unconditionally the obligations arising under the guaranty in a manner satlstaotory 1o Lender and, in doing so, cure any

Event of Default.

Right to Cure. If such a failure is curable and if Borrower or Grantor has no¢ been grven a notice of a breach of the
same provision of this Deed of Trust within the preceding twelve (12) months;. it may be cured {and no Event of Default
will have occurred) if Borrower or Grantor, after Lender sends writien notice demanding ctire ef such failure: (a) cures
the failure within fifteen (15} days; or (b) if the cure requires more than fifteen (15) days, immediately initiates steps
sufficient to cure the failure and thereafter continues and completas all reasonable and necessary steps sufficient to
produce compliance as soon as reasonably practical.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under this Deed of 'l‘rust at any time thereafter,
Trustee or Lender may exercise any one or more of the following rights and remediss:

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 remedy will not bar Lender from using any other remiady: Jf Lender-decides to
spend meney or to perform any of Grantor's obligations under this Deed of Trust, after Grantor's faflurs to do, so, that
decision by Lender will not affect Lender's right to declare Grantor in default and o exercise Lendérs’ remedlee

Accelerate Indebtedness. Lender shall have the right at its option fo declare the entire Indebtednese :mmedlately due
and payabls, including any prepayment penalty which Borrower would be required to pay.

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have the right to exercrse |ts power of
sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by judicial foreclosure |n 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 rights and remedles of :::3
a secured party under the Uniform Commercial Code. e

Collect Rents. Lender shall have the right, without notice to Borrower or Grantor to take possession of and marlage 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 or cther user of the.~ =
Property to make payments of rent or use fees directly to Lender. If the Rents are collected by Lender, then Grantor .~
irrevocably designates Lender as Grantor's attorney-in-fact to endorse instruments received in payment thereof in“the:”
name of Grantor and to negotiate the samse and collect the proceeds. Payments by tenants or other users to Lenderin
response to Lender's demand shall satisfy the cbligations for which the payments are made, whether or not anw === :
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DEED OF TRUST
" Loan: No: 5021590-101 (Continued) Page 7

- :"Governlng Law. This Deed of Trust will be governed by and Interpreted In accordance with federal law and the
Iaws of the State of Washington. This Deed of Trust has been accepted by Lender In the State of Washington.

. Chqice ‘ofVenue. If there is a lawsuit, Grantor agrees upon Lender's request to submit to the jurisdiction of the courts of
* Skagit-County, State of Washington.

Jolnt and Several Liability. All obligations of Borrower and Grantor under this Deed of Trust shall be joint and several,
:and all references to Grantor shall mean each and every Grantor, and all references to Borrower shall mean each and
Bvery Borrower Thrs means that each Borrower and Grantor signing below is responsible for all abligations in this Deed
of, Trust :

No Walver by Lender Grantor understands Lender will not give up any of Lender's rights under this Deed of Trust
unless Lender does'sc:in writing. The fact that Lender delays or omits ko exerclse 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
not have:to comply. with tHe other provisions of this Deed of Trust. Grantor also understands that if Lender does consent
10 a request, that ‘does not mean that Grantor will not have to get Lender's consent again if the situation happens again.
Grantor further understands that just because Lender consents to one or more of Grantor's requests, that does not mean
Lender will be required. to ‘consent to any of Grantor's future requests. Grantor waives presentment, demand for
payment, protest and nonce of dishonor.

Severability. If a court finds. that _any provision of this Deed of Trust is not valid or should not be 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 provisions of this’ Deed of-Trust even if a provision of this Deed of Trust may be found to be invalid or
unenforceable. :

Successors and Asslgns Subject tq any limitations stated in this Deed of Trust on transfer of Grantor's interest, this
Dead of Trust shall be binding'upon and inure 10 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 obhg_ahon_s of this Deed of Trust or liability under the indebtedness.

Time is of the Essence. Time is of_the__e's'sence in the performance of this Deed of Frust.

Walve Jury. All parties to this Deed of Trust Fereby waive the right to any,
counterclalm brought by any party against any other party. (Initial Her

Waiver of Homestead Exemptlon. Grantor hereby releases and waiy®s all rights and benefits of the homestead
exemption laws of the State of Washington as 1o all lndebtedness securad by this Deed of Trust.

DEFINITIONS. The foliowing words shall have the followrng meamngs when used in this Deed of Trust:
Beneficiary. The word "Beneficiary” means PEOPLES BANK, and its successors and assigns.

Borrower. The word "Borrower” means Kennedy Family 1998 Revocable Trust, John P Kennedy and Sandra K
Kennedy, and all other persons and entities signing:-:t__he Note.

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 rela'tin"g to the Personal Property and Rents.

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 section of this Deed of Trust,

Grantor. The word "Grantor" means THE KENNEDY FAMILY 1998 REVOCABLE TRUST DATED APRIL 21, 1998.

Guaranty. The word "Guaranty" means the guaranty Irorn guaramer endorser surety, or accommodation party to
Lender, including without limitation a guaranty of all or part of the. Note. .

Improvements. The word "Improvements” means all existing and: future |mpro\rements buildings, structures, mobile
homes affixed on the Real Property, facilities, additions, replacements and other gonstruction on the Real Froperty.

Indebtedness. The word “Indebtedness” means all principal, rnterest,,_and other‘amounts, costs and expenses payabla
under the Note or Related Documents, together with all renewals of, extensions of, modifications of, consolidations of
and substitutions for the Note or Helated Documents and any amounts expended or ‘advanced by Lender to discharge
Grantor's obligations or expenses incurred by Trustee or Lender to enforce Grantor's oblrgatrons unqq; m;s Deed of
Trust, together with interest on such amounts as provided in this Deed of Trust!

Lender. The word "Lender® means PEOPLES BANK, its successors and assrgns The words "suedasso@tﬂr asmgns"
mean any person or company that acquires any interest in the Nots. _; 0 ,

Note. The word "Note" means the promissory note dated November 13 2001 in: the original prlncipal
amount of $870,410.74 trom Borrower to Lender, together with all renewals- of; exlensmns of, modrfrcaﬁons«,of
refinancings of, consolidations of, and substitutions for the promissory note or agreement, .- :

Personal Property. The words "Personal Property” mean all equipment, fixtures, and oiher artrcles of pﬁrson -pr efty
now or hereafter owned by Grantor, and now or hereafter attached or affixed to the Raal-Property; to
accessions, parts, and additions to, all replacements of, and all substitutions for, any of such Propeehne 'tﬁbr—i‘vith
ali issues and profits thereon and proceeds (including without limitation all insurance proceeds. and {efghds oﬁ e;;nﬁ.lms)
from any sale or other disposition of the FProperty. :

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

Real Property. The words "Real Property” mean the real property, interests and rights, as funher descnbed in thls Deed
of Trust.

Related Documents. The words “Related Documents” mean all promissory notes, credit agreements loan agreamams
guaranties, security agreements, mortgages, deeds of trust, security deeds, collateral mortgages,- and all other
instruments, agreements and documents, whether now or hereafter existing, executed in connectron wrth the
Indebtedness; provided, that the environmental indemnity agreements are not "Related Documents* and’ are not secured
by this Deed of Trust,

Rents. The word "Rents" means all present and future rents, revenues, income, issues, royalties, proﬂts, and oth '
benefits derived from the Property. L

Trustee. The word "Trustes" means Island Title Co. Anacortes, whose mailing address is 3110 Commercial, Surte 101 N
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