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Reference # (if appllcable) 00067873 Additional on page
Grantor(s): .
1. SMITH, ERIC F!

Grantee(s)
1. Whidbey Island Bank :
2. FIRST AMERICAN TETLE COMP‘ANY Trustee

Legal Description: S 6, T36, R4; PTN GOV LT 6 &
S 1, T36, R3; PTN NE-SE s A Additional on page

Assessor's Tax Parcel ID#; 360406- 3-007 0019 360301-4 001-0005

THIS DEED OF TRUST is dated September 10, 2002, among ERIC R SMITH, AS HIS
SEPARATE ESTATE ("Grantor"); Whidbey Island Bank, whose mailing address is Bakerview
Office, 2504 E. Bakerview Road, Bellingham, WA 98226 {referred to below sometimes as
"Lender" and sometimes as "Beneficiary"); and-FIRST AMERICAN TITLE COMPANY, whose
mailing address is PO BOX 1667, MOUNT" VERNON WA 98273 (referred to below as
"Trustee"). R
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DEED OF TRUST
(Continued) Page 3

: by aII agents, tenants or other persons or entifies 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 govemmental
aiithorities. 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 proceedlng, including appropriate appeals, so long as
Graritor has, notified Lender in writing prior to doing so and so long as, in Lender's sole opinion, Lender's interests in the
Property are not jeopardized. Lender may require Grantor to post adequate security or a surety bond, reasonably
f:satlsfactory to Lender, to protect Lender’s interest.

Duty to. Proiect -Grantor agrees neither to abandon or feave unattended the Propserty. Grantor shall do all other acts, in
addjtion to those acts set forth above in this section, which from the character and use of the Property are reasonably
necedgary fo pr__etect‘ and preserve the Property.

DUE ON SALE ~CONSENT BY LENDER. Lender may, at Lender's option, (A) declare immediately due and payable afl
sums secured by this Deedof Trust or (B} increase the interest rate provided for in the Note or other document evidencing
the Indebtedness and iniposse such other conditions as Lender deems appropriate, upon the sale or transfer, without Lendsr's
prior written consent, of ali-or any ‘part of the Real Property, or any interest in the Real Property. A “sale or transfer” means the
conveyance of Real Property or ary right, title or interest in the Real Property; whether legal, beneficial or equitable; whether
voluntary or involuntary; whether by outright sale, desd, installment sale contract, land contract, contract for deed, leasehold
interest with a term ‘gréater‘than three. (3) years, lease-option contract, or by sale, assignment, or transfer of any beneficial
interest in or 10 any land trust'holding title to the Real Property, or by any other method of conveyance of an interest in the
Real Property. However, this opt|on shall not be exercised by Lender if such exercise Is prohibited by federal law or by
Washington law.

TAXES AND LIENS. The followang prewsmns relating to the taxas 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 fres of all-Hens having.priority over or equal to the interest of Lender under this Deed of Trust,

except for the lien of taxes and" assessments not due and except as otherwise provided In this Deed of Trust.

Right fo Contest. Grantor may | wrthhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the cbligation to pay..so’long as-Lénder's interest in the Property is not jeopardized. If a lien arises or is
filed as a result of nonpayment, Grantor-shall withiin fifteen (15) days after the fien 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 corporate surety: bond or other security satisfactory to Lender in an amount sufficient to
discharge the lien plus any costs and attorneys'-fees, o other charges thal could accrue as a result of a foreclosure or
sale under the lisn. 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 additional obligee under any sursty bond furnished

in the contest proceedings.

Evidence of Payment. Grantor shall upon demand fumish to Lender satisfactory evidence of payment of the taxes or
assessments and shall authorize the appropriate govemmental ofhcral fo dsliver to Lender at any tme a written statement
of the taxes and assessments against the Property. )

Notice of Construction. Grantor shall notify Lender at least flfteen (15) days before any work is commenced, any
services are furnished, or any materials are supplied 10 the Property,.if'any mechanic’s lisn, 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 provrs:one relatlng to msunng the Property are a part of this Deed of
Trust,

Maintenance of Insurance. Grantor shall procure and mamtaln polreres of f:re insurance with standard extended
coverage endorsements on a replacement basis for the full insurable value covering all Improvements on the Real
Property in an amount sufficient to aveid application of any coinsurance clause, and with a standard mortgagee clause in
favor of Lender, together with such other hazard and liabllity insurance. as Lender may reasonably require. Policies shall
be written in form, amounts, coverages and basis reasonably acteptable’to Lender and issued by a company or
companies reasonably acceptabls to Lender. Grantor, upon reguest 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 will not be
cancelled or diminished withaut at least ten {(10) days prior written notice to Lerder. Each insurance policy also shall
include an endorsement providing that caverage 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 an area designated by the Director of
the Federal Emergency Management Agency as a special flood hazard area, Grantor agrees: to obtain and maintain
Federal Flood Insurance, If availabte, within 45 days after notice 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 priorigns on the property securing

the loan, up to the maximum policy limits set under the National Flood Insurance Program or as othenmse required by
Lender, and to maintain such insurance for the term of the loan.

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to- the Property Lender may
make proot of loss if Grantor fails to do so within fifteen (15} days of the casualty. Whether.dr 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 Indebtedness, payment of any lien affecting the Property, or the restoration and repair of the
Property. If Lender elects to apply the proceeds to restoration and repair, Grantor shall repair or replace the'damaged or
destroyed Improvements in a manner satistactory to Lender, Lender shall, upon satisfactory proef of $uch: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 thair receipt and which
Lsnder. has not committed to the repair or restoraticn of the Property shall be used first to pay any amount owing to
Lender under this Deed of Trust, then to pay accrued interest, and the remainder, if any, shall be apphsd to-the principal
batance of the Indebtedness. It Lender holds any proceeds after payment in full of the Indebtedness 5uch preoeeds
shall be paid without interest to Grantor as Grantor’s interests may appear.

LENDER'S EXPENDITURES. If Grantor fails (A) 1o keep the Property free of all taxes, liens, securrty mterests
encumbrances, and other claims, - (B) to provide any rsquued insurance on the Property, or (C) to make repairs to the .
Property then Lender may do so. If any action or proceeding is commenced that would materially affect Lender's: mterests dans
the Property, then Lender on Grantor's behalf may, but is not required to, take any action that Lender bolieves to'be
appropriate to protect Lender's interests. All expanses incurred or paid by Lender for such purposes will then bear interest at &
the rate charged under the Note from the date incurred or paid by Lender to the date of repayment by Grantor. All such: =
expenzes will become a part of the Indebiedness and, at Lender's option, wilt {A) be payable on demand; (B) be addedfo .~
the balance of the Note and be apportioned among and be payable with any installment payments to become due during .=~
either {1) the term of any applicable insurance policy; or (2} the remaining term of the Notg; or (C) be treated as a ballogn
payment which will be due and payable at the Note’s maturity. The Deed of Trust also will secure payment of these amaimte
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DEED OF TRUST
(Continued) Page 5

: Attorney—ln-Fact if Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do so for
+ /~andin the name of Grantor and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints Lender
a8 Grantor's attorney-in-fact for the purpose of making, executing, delivering, filing, recording, and doing all othar things
< ag-ay.be ‘necessary or desirable, in Lender's sole opinion, to accomplish the matters reforred to in the preceding

paragraph

FULI,. 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 to Trustee a request for full reconveyance and shall
execute and.deliver to"Grantor suitable statements of termination of any financing staternent 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 entifled thereto®, and
the recitals m the reoonveyance of any matters or facts shail be conclusive proof of the truthfulness of any such matters or
facts. -

EVENTS OF DEFAULT. At.Lenc_ler’s option, Grantor wil! be in default under this Deed of Trust if any of the following happen:
Payment DefauIt.___.G‘ra:ntb'r-;féil‘s to make any payment when dug under the Indabtedness.

Break Other ermis‘és."-...Grenior breaks any promise made to Lender or fails to perform promptly at the time and strictly
in the manner provided'in‘this Deed of Trust or in any agreement related 1o this Deed of Trust.

Compliance Default. Failure to. comply with any other term, abligation, 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 Grantor has not been given a
notice of a breach of the samie 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 Grantor, after Lender sends written notice demanding cure of such failure:
(&) cures the failure within thirty (30) days, or (b) if the cure requires more than thirty (30) days, immediately initiates

steps sufficient to cure the faitlure and thereafter continues and completes all reasonable and necessary steps sufficient
to produce compliance as spon as reasonably practical.

Default on Other Payments Faifure of Grantor within the time required by this Dasd of Trust to make any payment for
taxes or insurance, or any othér: paym_ent necessary to prevent filing of or to effect discharge of any tien.

False Statements, Any representation’ ‘or statement made or furnished to Lendsr by Grantor or on Grantor's behaif
under this Deed of Trust or the Ftelated Documenm is false or misleading in any materiai respect, either now or at the
tire made or furnished.

Defective Collateralization. This Deed of Trust er any of the Related Documents ceases to be in full force and effect
{including failure of any collateral document to créats a valld and perfectad security interest or lien) at any time and for
any reason.

Death or Insolvency. The death of any Grantor the insolvency 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 arny bankruptcy or msalvency laws by or against Grantor.

Taking of the Property. Any creditor or govemmental agency tries to take any of the Proparty or any other of Grantor's

property in which Lender has a lien. This includes'taking of, garnishing of or lsvying on Grantor's accounts with Lender.
Howaever, if Grantor disputes in good faith whether:the claim on-which the taking of the Property is based is valid or
reasonable, and if Grantor gives Lender written notice of the pidimand fumishes Lender with monies or a surety bond
satisfactory to Lender to satisfy the claim, then this default provision will not apply.

Breach of Other Agreement. Any breach by Grantor undér the terms of any other agreement between Grantor and
Lender that is not remedied within any grace period provided therein, including without limitation any agreement
concerning any indebtedness or other obligation of Grantor o, Lander whather. exrstrng now or later.

Events Affecting Guarantor. Any of the preceding events 0GEURS wrlh respect to any guarantor, endorser, surety, or
accommodation party of any of the Indebtedness or any guarantor, endorser, surety, or accommodation party dies or

becomes incompatent, of revokes or disputes the validity of, or liability’under, any Guaranty of the Indebtedness. In the

event of a death, Lender, at its option, may, but shall not be required to, permit the guarantor’s estate to assume

unconditionally the obligations arising under the guaranty ina manner satlsfactory to Lender and, in doing $o, cure any

Event of Default.

Right to Cure. If such a failure is curable and if Grantor has not been given a.nqtjce of,a breach of the same provision
of this Deed of Trust within the preceding twelve (12) months, it may be cured (and’nd Event of Default will have
occurred) if Grantor, after Lendaer sends written notice demanding cure of such failure: (a) cures the failurs within thirty
{30) days; or {o} if the cure requires more than thiry (30) days, immediately initiaies sieps sufficient to cure the fafiure
and thereafter continues and completes all reascnable and necessary steps sufhcrent to produce compliance as soon as
reasonably practical.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under thrs Deed of Trust at any time thereafter,
Trustee or Lender may exercise any one or more of the following rights and remedies: i ;

Election of Remedles. 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 Lendsr from using any other refnedy. It-Lender decides to
spend monegy or to perform any of Grantor's obfigations 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 indebtedness. Lender shall have the right at its option to declare the entire lndebtedness |mmed|ate1y due
and payable, including any prepayment penalty which Grantor would be required to pay. -

Foreclosure, 'With respect to all or any part of the Real Property, the Trustee shall have the right 1o es(afclse its péwer of
sale and to foreclose by notice and sale, and Lender shalt have the right to foreclose by Judrcral foreclosure |n elther
case in accordance with and to the fuill exient provided by applicable iaw.

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

Collect Rents. Lender shall have the right, without notice to Grantor to take possession of and manage the Property s
and collect the Rents, including amounts 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. I the Rents are collected by Lender, then Grantor irrevogably *

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 Lender in response -

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

Appoint Receiver. Lender shall have the right to have a receiver appointed to take possession of all or any part of the _+

T

Skaglt County Auditor
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DEED OF TRUST
(Continued) Page 7

: Whatcom County, State of Washington.

No ‘Walver by Lender. Grantor understands Lender will not give up any of Lender's rights under this Deed of Trust
-~Unlgs$ Lefider does so in writing. The fact that Lender delays or omits 10 exercise any right will not mean that Lender

" has givan up that right. If Lender does agree in writing to give up one of Lender’s rights, that does not mean Grantor will
hovhave 10 comply with the other provisions of this Deed of Trust. Grantor also understands that if Lender does consent
‘to-a request; that does not mean that Grantor will not have ta 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 notice of dishonor.

Severabm_ty Wa t;qun& 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 vaiid or enforced. Therefore, a court will enforce the rest
of the provisions “of thls Deed of Trust even if a provision of this Deed of Trust may be found to be invalid or
unenforceabls. &

Successors and Asslgns Subject 1o any limitations stated in this Deed of Trust on transfer of Grantor’s interest, this
Deed of Trust shall be bmdmg upon and inure to the benefit of the parties, their successors and assigns. I ownership of
the Property bécomes vested'in & 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 or liability under the indebtedness.

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

Walve Jury. All part’fesx to thiis_De‘ed Bt Trust hereby waive the right to any jury trial in any action, proceeding, or
counterclaim brought by any party against any other party.

Waiver of Homestead Eiernptlon. .Grantor hereby releases and waives all rights and benefits of the homestead
exemption laws of the State'of: Washington aso all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The following words, shal} have’ the tollowing meanings when used in this Deed of Trust
Beneficiary. The word "Beneﬂcuary" means Whidbey Island Bank, and its successors and assigns.
Borrower. The word "Borrowsr" means ERIC-R S_MI'__I‘H, and all other persons and entities signing the Note.

Deed of Trust. The words "Deed of Trust". méan' this Deed of Trust among Grantor, Lender, and Trustee, and includes
without imitation ail assignment and security interest prowsmns relating 1© the Parsonal Property and Rents.

Environmental Laws. The words "Envnronrnental Laws* ‘mean any and all state, federal and local statutes, reguiations
and ordinances relating to the protection’ of human health or the environment, including without limitation the
Comprehensive Environmental Response, Compensation, and Liability Act of 1980, as amended, 42 U).5.C. Section
8601, et seq. ("CERCLA"), the Superfund Arnendments and Reauthorization Act of 1986, Pub. L. No. 99-499 ("SARA"),
the Hazardous Materials Transportation Act, 49 U.5.C. Section 1801, et seq., the Resource Conservation and Recovery
Act, 42 U.8.C. Section 6801, et seg., or other appllcable state or federal laws, rules, or regulations adopted pursuant
thereto.

Event of Default. The words "Event of Default” rnean 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 ERIC R SMITH.

Guaranty. The word "Guaranty” means the guaranty from guarantor endorser suraty, or accommodation party to
Lender, including without limitation a guaranty of ali or part of thie NO’(G

Hazardous Substances. The words "Hazardous Substances"” rnean materlals that, because of their quantity,
concentration or physical, chemical or intectious characteristics, may cdlse ‘of pose a present or potential hazard to
human health or the environment when improperly used, treated, stored, dls@osed of, generated, manufactured,
transported or otherwise handled. The words Hazardous Substances" are used in their very broadest sense and
include without fimitation any and all hazardous or toxic substances, iaterials or waste as defined by or listed under the
Environmental Laws. The term "Hazardous Substances” also mcludes wnhout ||rn|tat|on petroleum and petroleum
by-products or any fraction thereof and asbestos. :

Improvements. The word "Improvernents” means all existing and future :mprovemsnts “buildings, structures, mobile
homes affixed on the Real Property, facilities, additions, replacements and other construction on the Real Property.

Indebtedness. The word "Indebtedness” means all principal, interest, and other amounts costs and expenses payable
under the Note or Related Documents, together with all renewals of, extensions-of; modlflcahans of, consolidations of
and substitutions for tha Note or Related Documents and any amounts expended or. advaiced by Lender to discharge
Grantor's obligations or expenses incurred by Trustee or Lender to enforce Grantor’s obhgatlons under this Deed of
Trust, together with interest on such amounts as provided in this Deed of Trust. o

Lender. The word "Lender" means Whidbey iIsland Bank, its successors and assugns Th'e w0rcls "successors or
assigns" mean any person or company that acquires any interest in the Note.

Note. The word "Note" means the promissory note dated September 10, 2002, in- the orlginal principal
amount of $25,457.41 from Grantor to Lender, together with all renewals of, axtensrons of,; modlﬁcatlons of,
refinancings of, consalidations of, and substitutions for the promissory note or agreement.

Personal Property. The words "Personal Property" mean all equipment, fixtures, and other artlcles of personal property
now ot hereafter owned by Grantor, and now or hereafter attached or affixed to the Real Praperty; togethor with all
accessions, parns, and additions to, all replacements of, and all substitutions for, any of such property;.and. together-with
all issues and profits thereon and proceeds (including without limitation all insurance procesds and refunds of premrums)
from any sale or other disposition of the Property. ‘

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

Real Property. The words “Real Property” mean the real property, interests and rights, as further descnbed |n thts Deed
of Trust.

Related Documents. The words "Related Documents” mean all promissory notes, credit agreements, loan agreenients,' i
environmental agreements, guaranties, security agreements, mortgages, deeds of trust, security deeds, .collateral; .
morigages, and all other instruments, agreements and documents, whether now or hereafter existing, executed |n
connection with the Indebtedness. £l

Rents. The word "Rents" means ail present and future rents, revenues, income, issues, royalties, profits, and other--'""
benefits derived from the Property.

Trustee, The word "Trustee" means FIRST AMERICAN TITLE COMPANY, whose mailing address is PO BOX 1667.

LT
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