RETURN ADDRESS:
Whidbey Island Bank

/. OakHarbor, WA 98277
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'P,O. Box 1589 -

DEED OF TRUST

DATE: November 19, 2001

Reference # (if applicable) 000671 76
Grantor(s): g
1. KERR, GRAHAM
2. KERR, TREENA:_

Grantee(s) :
1. Whidbey Istand Bank

FIRST AMERICAN TITLE CO.

G177

Additional on page

2. First American Title Company of Skaglt County, Trustee

Legal Description: Ptn W1/2 - E112 aka Tract 3 Short Plat #99-0007, SedAddifidhaRdn page

Assessor's Tax Parcel ID#: 3304041 7002=-1_QOO

THIS DEED OF TRUST is dated November 19, 2001, among GRAHAM KERR and TREENA
KERR; husband and wife ("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 sometimes as “Beneﬂcnary"), and First American Title
Company of Skagit County, whose mailing address |s 1301-B Riverside Drive, Mount Vernon,

WA 98273 (referred to below as "Trustee”).
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DEED OF TRUST
(Continued) Page 3

; '_c__:f :ihls‘" Deed ot Trust and shall not be affected by Lender's acquisition of any interest in the Property, whether by
¢ ;. foraclosure or otherwise.

Nuisance, Waste. Grantor shail not cause, conduct or permit any uisance nor commit, permit, or suffer any stripping of
of waste on or fo the Property or any portion of the Property. Without limiting the generality of the foregoing, Grantor will
not remove; or grant to any other parly the right to remove, any timber, minerals {including oil and gas), coal, clay,
:}scona soil, gravel or rock products without Lender’s prior written consent.

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

Lender’s+ nght do Enter. Lender and Lender’s agenis and representatives may snter upon the Real Property at all
reasonable times to attend to Lender’s interests and to inspect the Real Property for purposes of Grantor's compliance
with the terms and condlhons of this Deed of Trust.

Compliance with Gov_emmental Requirements. Grantor shall promptly comply, and shall promptly cause compliance
by all agents, tenants or otherpersons or entities of every nature whatsoever who rent, lease or otherwise use or cccupy
ine Property in-any manner,.with all laws, ordinances, and regulations, now or hereafter In effect, of all governmental
authorities applicable 1o 'the use or occupancy of the Property. Grantor may contest in goed faith any such iaw,
ordinance, or regulation” and withhold compliance during any proceeding, including appropriate appeals, so long as
Grantor has nofified Lender in writing prior to doing so and so long as, In Lender's sole opinion, Lender’s interests in the
Property are not jecpardized. Lender may require Grantor to post adequate security or a surety bond, reasonably
satisfactory to Lender;'to. protecl Lender’s interest.

Duty to Prolect. Grantor agreds neither ‘to abandon or leave unattended the Property. Grantor shall do all other acts, in
addition to those acts set forth above in this section, which from the character and use of the Property are reasonably
necessary to protect and preserve the Propeﬂy

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 Trust-or--(B) .increase the interest rate provided for in the Credit Agreement or other document
avidencing the Indebtedness and impasé such other conditions as Lender deems appropriate, upon the sale or transfer,
without Lender’s prior written consent,:of all or any part.of the Real Proparty, or any interest in the Real Property. A "sale or
transfer" means the conveyance of Real. Property or any right, fitle or interest in the Real Property; whether lagal, bensficial or
squitable; whether voluntary or involuntary: whettiar. by outright sale, deed, installment sale contract, land contract, contract
far deed, leasehold interest with a term greater tham thres (3) years, lease—option contract, or by sale, assignment, or transfer
of any bensficial interest in or to any land trust holdlng fitle to-the Real Proparty, or by any other method of conveyance of an
interest in the Real Property. Howaver, this ophon shall not be exercised by Lender if such exercise is prohibited by federal
law or by Washington law.

TAXES AND LIENS. The following provisions relatmg Io the taxes and liens on the Property are part of this Deed of Trust:

Payment. Grantor shall pay when due (and:in aII events prior to delinquency) all taxes, special taxes, assessments,
charges (including water and sewer), fines and impositions lavied 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 all lisns having priority over or equal 1p the interest of Lendsr under this Deed of Trust,
except for the lien of taxes and assessments not due and excepl as othermse provided in this Dead of Trust.

Right to Contest. Grantor may withhold payment of any tax assassment. or claim in connection with a good faith
dispute over the obligation to pay, s0 long as Lender's interest in the Property is not jeopardized. If a lien arises or is
fited as a result of nonpayment, Grantor shall within fifieen (15) days after the lien arises or, if & fien is filed, within fifiean
{15) days after Grantor has notice of the filing, secura the discharge.of the lign, or if requested by Lender, deposit with
Lender cash or a sufficient corporate surety bond or other-security. safisfactory to Lender in an amount sufiicient 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 fien. In any contest, Grantor shall defend itself and Lender and shall satisfy any adverse judgment before
enforcement against the Property. Grantor shall name Lender as an addmonal obllgae under any surety bond furnishad
in the contest proceedings.

Evidence of Payment. Grantor shall upon demand furnish to Landar sahsfactory evidence of payment of the taxes or
assessments and shall authorize the appropriate governmental official to- dehver fo Lender al any time a written statement
of the taxes and assessments against the Property.

Notice of Construction. Grantor shall notify Lender at least fiftean (15) days bafore any work is commencad, any
services are furnished, or any materials are supplied to the Property, if any ‘mechanic’s lign, materialmen’s lien, or other
tien could be asserted on account of the work, services, or matarials and the cost exceaeds $1,000.00. Grantor wilt 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 provisions relating to insuring the Propsrty are-a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and maintain policies ot fire insura'nce ‘with- standa:d extended
coverage endorsements on a replacement basis for the full insurable value covering-all Improvements on the Real
Property in an amount suffictent to avoid application of any coinsurance clause, and with a standard morigagee clause in
favor of Lender, together with such other hazard and liability insurance as Lender may reasonably require, - Policies shall
ba written in form, amounts, coverages and basis reasonably acceptable to Lender and-isstied by a company or
companies reasonably acceptable to Lender. Grantor, upon request of Lender, will deliver to Lender from time to time
the policies or certificates of insurance in form satisfactory to Lender, including stipulations that coverages wilk not be
cancelled or diminished without at least ten (10) days prier written nofice to Lender. Each insurgnce.-policy alse shail
include an endorsement providing that coverage in favor of Lender will not be impaired in any way by any.dcl, omission
or default of Grantor or any other person. Should the Real Property be located in an area designated by the Director. of
the Federal Emergency Management Agency as a special flood hazard area, Grantor agrees to obtainand maintain
Federal Flood Insurance, if available, within 45 days after nolice is given by Lender that the Property is locatad in a.
special fiood 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 otherwma reqwred by i
Lender, and to maintain such insurance for the term of the foan. ;

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the Proparty if the est{mated
cost of repair or replacement exceeds $1,000.00. Lender may make proof of loss if Grantor fails to do so within fiftesn-~
(15) 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 proceads to the reduction of the Indebtedness, payment of any Hen”
affecting the Property, or the restoration and repair of the Property. If Lender elects fo appiy the proceeds to restorafion

and repair, Grantor shall repair or replace the damaged or destroyed Improvements in 2 manner satisfactory to Lender.
Lender shall, upon safisfactory proof of such expenditure, pay or reimburse Grantor from the proceeds for the .7

A
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DEED OF TRUST
(Continued) Page 5

{ { not remove, sever or delach the Personat Property from the Property. Upon default, Grantor shall assemble any
i ~Paréonal Property not affixed to the Property in a manner and at a place reasonably convenient to Grantor and Lender
_and.make-it available to Lender within three (3) days after receipt of written demand from Lender to the extent permitted

- by applicable law.

Addresses.. The mailing addresses of Grantor {debtor) and Lender (secured party) from which information concerning
‘the security.interest granted by this Deed of Trust may be obtained (each as requirad by the Uniform Commercial Code)
are as slated on the first page of this Deed of Trust.

FURTHER" ASSURANCES ATTORNEY-IN-FACT. The following provisions relating to further assurances and
aﬁorney—m—facl area part of this Desd of Trust:

Further . A.ssuranoes. ‘At any time, and from time to time, upon request of Lender, Grantor will make, execute and
deliver,-or-will ‘cause to be made, executed 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 times and in such offices and
places as Lender may.deam approprate, any and all such morigages, deeds of trust, securilty deeds, security
agreements, financing. statements, continuation statements, instruments of further assurance, certificates, and other
documents as may, in the sole opinion of Lender, be necessary or desirable in order to effectuate, complele, perfect,
continue, or preserve: (1) ~“Grantor's obligations under the Credit Agreement, this Deed of Trust, and the Related
Documents, and {2) “.the liens:and securily interasts created by this Deed of Trust as first and prior liens on the
Property, whether now owneéd or hereafter acquired by Grantor. Unless prohibiled by law or Lender agrees to the
ceontrary in writing, Grantor shall reimburse Lender for all costs and expenses incurred in connection with the matters
referred to in this paragraph ’ :

Attorney-in-Facl. it Grantor taiis to do any of the things 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 irrevecably appoints Lender
as Grantor's attorney-in—fact for the purpose of making, executing, delivering, filing, racarding, and doing all other things
as may be necessary or das;rabie in Lender's sole opinion, to accomplish the matters referred to in the preceding
paragraph.

FULL PERFORMANCE. If Grantor | pays a1| Ihe Indabtedness when 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 fermination of any financing
staterment on file evidencing Lender’s securlty interestiin the Rents and the Personal Proparty. Any reconveyance fee shall be
paid by Grantor, if permitied by applicablg.daw. The grantee in any reconveyance may be described as the "person or
persons legaily entitied thereto™, and the recitals in: the reconveyanca of any matters or facts shall be conclusive proof of the
truthfulness of any such matters or facls. :

EVENTS OF DEFAULT. Grantor will be in default under thls Deed of Trust if any of the following happen: (A) Grantor
commits fraud or makes a material mlsrepresenfatron at any time in connection with the Credil Agreement. This can include,
for example, a false statemant about Grantor's income, assets, liabilities, or any other aspects of Grantor's financial condition.
(B} Grantor 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 collateral. This can.include, for example, failure to maintain required insurance, waste or
destructive use of the dwelling, failure to pay taxes, death of all persons. liable on the account, transfer of title or sale of the
dwelling, creation of a senior lien on the dwelling without Lender's permlssmn 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 Defauft occurs under this Deed of Trust, at any time thereafter,
Trustes or Lender may exercise any one or more of the following rights ang remedies:

Election of Remedies. All of Lendar’s rights and remadies will he cumulative end may be exercised alone or together.
An election by Lender to choose any one ramedy will not bar Lender front Using any other ramedy. |If Lender decides to
spend money or ta perform any of Granfor's obligations under this Desd-of Trust, after Grantor's failure ta do so, that
decision by Lender will not affect Lender's right to declare Grantor in defaull and to exercise Lender’s remedies.

Accelerate Indebtedness. Lender shall have the right at its ophon io declare the entire Indebtedness immediately due
and payable.

Foreclosure. With respect to all or any part of the Real Property, lhe Trustee shall hava the right to exercise its power of
sale and to foreclose by notice and sale, and Lender shall have the right to foraclose by judiciat foreclosire, in either
case in accordance with and lo the full extent provided by applicabie law. “

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

Collect Rents. Lender shall have the right, without notice to Grantor to take possassmn of and manage the Property
and collect the Rents, including emounts past due 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 other user of the Property
to make payments of rent or use fees directly to Lender. If the Rents are collected by Lender, theri 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 same and collect the proceeds. Payments by tenants or other.Users to Lénder in response
to Lender's demand shall saisfy the cbligations for which the payments are made, whethar of not'any proper grounds
for the demand existed. Lender may exercise its rights under this subparagraph aither in parson, by agent or through a
recsiver.

Appolint Recelver. Lender shall have the right to have a receiver appointed o take possessmn of all.or any par’( of the
Property, with the power to protect and preserve the Property, to operate the Property preceding or pendlng foreclosure
or sale, and to collect the Rents from tha Praparty and apply the proceads, over and above the.cost of thereceivership,
against the Indebtedness. The receiver may serve without bond if permitted by law. Lender’s rightio.the appointment
of a recaiver shall exist whether or not the apparent vatue of the Property exceeds the Indebtedness by a substant:al
amount. Employment by Lender shali not disqualify a person from serving as & raceiver.

Tenancy at Sufferance. If Grantor remains in possession of the Property after the Property is soid as provlded above or
Lender otherwise becomes entitled to possession of the Properly upon default of Grantor, Grantor: shall become .

tenant at sufferance of Lender or the purchaser of the Property and shali, at Lender’s option, eithier= (1) pay ‘a :

reasonable rental for the use of the Properdy, or (2) vacate the Property immediately upon the demand of Lender

Other Remedies. Trustee or Lender shall have any other right or remedy provided in this Deed of Trust or the Credi!'*
Agreement or by law.

Notice of Sale. Lender shall give Grantor reasonable notice of the time and place of any public sale of the Personaiu

Property or af the time after which any private sale or other intended disposition of the Persongl Property is to be made:”
Reasonable notice shall mean notice given at least ten (10) days before the time of the sale or disposition. Any sale of
Personat Property may be made in conjunction with any sale of the Real Property.

MR

» Skagit County Auditor
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DEED OF TRUST
(Continued) _ Page 7

unenforceable.

7 Successors and Assigns. Subject to any limitations stated in this Deed of Trust on transfer of Grantor’s interest, this

~Deed of Trust shall be binding upon and inure to the bensfit of the parties, their successors and assigns. If ownership of

" the Propsrty 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 Gr’ariior from the obligations of this Deed of Trust or liability under the Indebtedness.

Tlme is of the Essence. Time is of the essence in the performance of this Deed of Trust.

Wawer of Homestead Exernption. Grantor heraby releases and waives all rights and benefits of the homestead
exemptlon laws of the:State of Washington as to all Indebtedness secured by this Deed of Trust.

DEFIN!TION_S. J_Tha fel!ownp_g words shall have the following meanings when used in this Deed of Trust:
Benel‘iéia’ry. Thq_iuor_c_l -"Be_neﬁciary" means Whidbey Island Bank, and its successors and assigns.

Borrower. The word_'.'B-qﬁ"qwer" means GRAHAM KERR and TREENA KERR, and all other persons and entities
signing the Credit: 'Agreema‘nt

Credit Agreement. The words "Credit Agreement” mean the credit agreement dated November 18, 2001, with credit
limit of $125,000.00 from Grantor to Lender, together with all renewals of, extensions of, modifications of,
refinancings of, consolidations of, and substitutions for the promissory note or agreement.

Deed of Trust, The words “Dsad of Trust” mean this Deed of Trust among Grantor, Lender, and Trustee, and includes
without limitation all asygnment and secunty interest provisions relating to the Personal Property and Rents.

Environmental Laws. The' words "Environmental Laws" mean any and all state, federal and local statutes, regulations
and ordinances relating fo ‘the protection of human health or the environment, including without limitation the
Comprehensive Envnronmental Respanse, Compensation, and Liability Act of 1980, as amended, 42 U.S.C. Section
9601, ot seq. ("CERCLA", the-Superfund. Amendments and Reauthorization Act of 1988, Pub. L. No. 95-499 ("SARA™),
the Hazardous Matertals Transportahon Act,49 U.S.C. Section 1801, el seq., the Resource Conservation and Recovery
Act, 42 LU.5.C. Section 6901, et seq or other appllcable state or federal laws, rules, or regulations adopted pursuant
thereto.

Event of Default. The words "Event of Default“ mean any of the events of default set forth in this Deed of Trust in the
events of default section of this Deed 6f Trust

Granior. The word "Grantor” means GRAHAM KERR and TREENA KERR.

Hazardous Substances. The words "Hazardous S_ubslances mean materials thal, because of their quantity,
concentration or physical, chemical or inféctious characteristics, may cause or pose a present or potential hazard to
human" health or the environment when ‘improperly used, treated, stored, disposed of, generated, manufactured,
transported or otherwise handled. The words "Hazardous 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 |nc|udes, without limitation, petroleum and petroleum
by-products or any fraction thereof and asbestos.. k

Improvements. The word "Improvements” maans aII existing and future improvements, buildings, structuras, mobile
homes affixed on the Rea! Property, facilities, additions, replacements and other construction on the Real Property.

Indebtedness. The ward "Indebtadness" means all prlnmpal mterest &nd othar amounts, costs and expenses payable
under the Credit Agreement or Related Documents, fogether with all renewals of, extensions of, modifications of,
consolidations of and substitutions for the Credit Agreemsint_ ar Relaled 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
obligations under this Dged of Trust, together with interest on stich amcunu; as provided in this Deed of Trust.

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

Personal Property. The words "Personal Property” mean all equlpment flxtures, and other articles of persanal property
now or hereafter owned by Grantor, and now or hereafier attached or affixed to-the Real Property; tfogether with all
accessions, parts, and additions to, all replacements of, and all subsiititions’ for, any. of such property; and together with
all issues and profits thereon and proceeds (including without limitation all |nsuranoe proceeds and refunds of premiums)
from any sale or other disposition of the Property.

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

Real Properly. The words "Real Praperty” mean the real property, interests and nghts as: further described in this Deed
of Trust.

Related Documents. The words "Relatad Documents” mean all promissory notes, cred:l agreements loan agreements,
environmental agreements, guaranties, security agreements, mortgages, deeds ‘of trust, security deeds, collateral
morigages, and all other instruments, agreements and documents, whether now: or hereaﬂer exssllng, executed in
connection with the Indebtedness.

Rents. The word "Renis" means all present and future rents, revenues, income, |ssues, royalhes, proflts and other
benefits derived from the Property.

Trustee. The word "Trustee” means First American Title Company of Skagit County, whose mamng address - 1301—3
Riverside Drive, Mount Vernon, WA 88273 and any substitute or successor trustees.

EACH GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED 0F '!Slug?}' !
GRANTOR AGREES TO ITS TERMS. . AL

TREENA KERR, Individually

m@fﬁﬁ gy
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