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5 DEED OF TRUST
CHICAGO TITLE CO n
DATE: January 22, 2004
Reference # (if appllcable) C29650 SM ./ Additional on page

Grantor{s):
1. GUNN, KARLAA

Grantee(s)
1. Whidbey Island Bank
2. CHICAGO TITLE COMPANY - ISLAND DIVISION, Trustee

Legal Description: LOT 1, PLAT O-F‘-M_Q.NBOE STREET ADD. Additional on page 2
Assessor's Tax Parcel ID#: 4640-OOO-Qd1-QO'CjO

THIS DEED OF TRUST is dated January 22 2004, among KARLA A GUNN; as her separate
estate ("Grantor"); Whidbey Island Bank,: whose mailing address is Sedro Waolley Office, 339
Ferry S$t., Sedro Woolley, WA 98284 (referred to below sometimes as "Lender” and somstimes
as "Beneficiary”}; and CHICAGO TITLE COMPANY - ISLAND DIVISION, whose mailing address
is PO BOX 670, BURLINGTON, WA 98233- 0670 (referred to below as "Trustea”),
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DEED OF TRUST
{Continued) Page 3

‘witether by foreclosure or otherwise.

“Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance nor commit, permit, or suffer any
-stripping of or waste on or to the Property or any portion of the Property. Without limiting the generality of the
* foregoing:: Grantor will not remove, or grant to any other party the right to remove, any timber, minerals (including
ml and gas} coal, clay, scoria, soil, gravel or rock products without Lender's prior written consent.

-Barnoval o__f lmpruvaments. Grantor shall not demolish or rermove any Improvements from the Real Property
without Lender's prior written consent. As a condition 1o the remaoval of any Improvements, Lender may require
Graritor'to make arrangements satisfactory to Lender to replace such Improvements with Improvements of at least
equial vatte, :

Lender's nght to Enter Lender and Lender's agents and representatives may enter 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
complianice with. the terms and conditions of this Deed of Trust.

Compliance wrth Governmental Requirements. Grantor shall promptly comply, and shall promptly cause
compliance by all’ agents, tenants or other persons or entities of every nature whatsoever who rent, lease or
otherwise use.ar pccupy the Property in any manner, with all laws, ordinances, and regulations, now or hereaftar
in effect, of all: _guvernme_ntal 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 notified Lender in writing pricr 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 band reasonablv satlsfactory to Lender, to protect Lender's interest,

Duty to Protect. Grantor _agrees nelther 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 Property.

DUE ON SALE - CONSENT BY LENDEF! Lender anay, at Lender's option, {A) declare immediately due and payable all
sums secured by this Deed of Trust-of (B} -ihcrease the interest rate provided for in the Credit Agreement or other
document evidencing the Indebtedness. and ifmpose such ather conditions as Lender deems appropriate, upon the sale or
transfer, without Lender's prior writtén consent,.of“all or any part of the Real Property, or any interest in the Real
Praperty. A "sale or transfer” means tHe conveyance of Real Property or any right, title or interest in the Real Property;
whether legal, beneficial or equitable; whether'voiuntarv or involuntary; whether by outright sale, deed, instaliment sale
contract, land contract, contract for deed; leasehold interest with a term greater than three (3) years, lease-option
contract, or by sale, assignment, or transfer of any benefigial interest in or to 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 option shall not be
exercised by Lender if such exercise is proh|b|ted by federal law or by Washington law.

TAXES AND LIENS. The following provisions relatlng 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 lrnposutlons levied against or on account of the Property, and shall
pay when due all claims for work done on or for-Services renderéd or material furnished to the Property. Grantor
shall maintain the Property free of all liens having priority over &t equal to the interest of Lender under this Deed of
Trust, except for the lien of taxes and assessments not due and &xcept as otherwise provided in this Deed of
Trust.

Right to Contest. Grantor may withhold payment of an'y tax, assésament or claim in connection with a good faith
dispute over the obligation to 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 fifteers {15} days after the lien arises or, if a lien is filed,
within fifteen {15} days after Grantor has natice of the filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lender cash or a sufficient corporate surety bend or othef security satisfactory to Lender in an
amount sufficient to discharge the lien plus any costs and attorneys' fees, or other charges that could accrue as a
result of a foreclosure or sale under the lien. In any contest; Grantor shall defend itself and Lender and shall
satisfy any adverse judgment before enforcement against the Pfoperty Gr Ator shall name Lender as an additional
obligee under any surety bond furnished in the contest proceadings::. +

Evidence of Payment. Grantor shall upon demand furnish to Lender sansfactow ewdence of payment of the taxes
or assessments and shall authorize the appropriate governmental foICIal to ‘deliver tb Lendsr at any time a written
statement of the taxes and assessments against the Property.

Notice of Construction. Grantor shall notify Lender at least fifteen (15) days before anv work is commenced, any
services are furnished, or any materials are supplied to the Praperty, if any-mechanic's Ilen, materialmen's lien, or
other lien could be asserted on account of the work, sarvices, or materials and the cost exceeds $1,000.00.
Grantor will upon request of Lender furnish to Lender advance assurances sat:sfactary to Lender that Grantor can
and will pay the cost of such improvements. :

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

Maintenance of Insuranca. Grantor shall procure and maintain policies of fire insurance, with: standard extended
coverage endorsements on a replacement basis for the fuil insurable value covering all: 1rnprovaments 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 insurance as Lender may raasonably require.
Policies shall be written in form, amounts, coverages and basis reasenably acceptable to Lerider-and issuéd by a
company of companies reasonably acceptable to Lender. Grantor, upon request of Lender, will deliver'to, Lender
fram time to time the policies or certificates of insurance in form satisfactory to Lender, including stipulations that
coverages will not be cancellad or diminished without at least ten (10) days prior written notice to Lender Each
insurance palicy also shall include an endorsement providing that coverage in favor of Lender wifl not be impaired
in any way by any act, omission or default of Grantor or any other person. Should the Real Propertv be lacated in:
an area designated by the Director of the Federal Emergency Management Agency as a special flobd “hazard arga,
Grantor agrees to obtain and maintain Federal Flood Insurance, if available, within 45 days after notice is given by
Lender that the Property is located in a specnal flood hazard area, for the full unpaid principal balance: of tha loanf
and any prior liens on the property securing the loan, up to the maximum pollCV limits set under the Natighal: Floocl"
insurance Pragram, or as othermse required by 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 Property |f the____--- :

estimated cost of repair or replacement exceeds $1,000.00. Lender may make proof of loss if Grantor fails o do
so within fifteen (15) days of the casualty. Whether or not Lender's security is impaired, Lender may, at Lendef'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
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DEED OF TRUST
{Continued) Page 5

'authonzatron from Grantor, file executed counterparts, copies or reproductions of this Deed of Trust as a financing

---statement Granter shall reimburse Lender for all expenses incurred in perfecting or continuing this security

iritargst.~Upon default, Grantor shall not remove, sever or detach the Personal Property from the Property. Upon

" default,..Grantor shall assemble any Personal Property not affixed to the Property in a manner and at a place
réagdnably: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.

':Addresse_s. The mailing addresses of Grantor {debtor) and Lender {secured party) from which information
¢ongerning the security interest granted by this Deed of Trust may be obtained (each as required by the Uniform
Cbmmercial Code) are as statad on the first page of this Deed of Trust.

FURTHER ASSURANCES' ATTORNEY-IN-FACT. The following provisions relating to further assurances and
atterney-in- fact are. a- part of this Deed of Trust:

Further Assuran(_:_es. At any time, and from time to time, upon request of Lender, Grantor will make, execute and
deliver, ar will causeto be made, executed or delivered, to Lender or to Lender’'s designee, and when requested by
Lender, cause to be frled recorded, refiled, or rerecorded, as the case may be, at such times and in such offices
and places as Lender may deem appropriate, any and all such mortgages, deeds of trust, security deeds, security
agreements, frnancrng staternents, continuation statements, instruments of further assurance, certificates, and
other documents as may; in the'sole opinion of Lender, be necessary or desirahle in order to effectuate, complete,
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 security interests created by this Deed of Trust as first and prior liens
on the Property, whether riow-owned or hereafter acquired by Grantor. Unless prohibited by law or Lender agrees
to the contrary in writing, Granto¥’ shall reimburse Lender for all costs and expenses incurred in connection with the
matters referred to in this paragraph.’

Attorney-in-Fact. |f Grantor: fails to do.,any of the things referred to in the preceding paragraph, Lender may do so
for and in the name of Grantar and at-Grantar's expense. Far such purposes, Grantor hereby irrevocably appoints
Lender as Grantor's attornéy-in-fagt for.the. purpose ot making, executing, delivering, filing, recording, and doing all
other things as may be necessary oF desrrable. in Lender's sole opinion, to accomplish the matters referred to in
the preceding paragraph. :

FULL PERFORMANCE. If Grantor pays aII the Indebtedness when due, terminates the credit line account, and otherwise
performs all the obligations imposed upon Grantar ‘inder this Deed of Trust, Lender shall execute and deliver to Trustee
a request for full reconveyance and shall-execute and deliver to Grantor suitable statements of termination of any
financing statement on file evidencing Lender's .security interest in the Hents and the Personal Property. Any
reconveyance fee shall be paid by Grantor, if ‘perfitted. by .applicable law. The grantze in any reconveyance may be
described as the "person or persons legally entitled thereto”, and the recitals in the reconveyance of any matters or
facts shall be conclusive proof of the truthfulness of-any-such matters or facts.

EVENTS OF DEFAULT. Grantor will be in default under this Deed of Trust if any of the following happen: (A} Grantor
commits fraud or makes a material misrepresentation at any time in connection with the Credit Agreement. Thig can
include, for example, a false statement 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:Gollateral. This can include, for example, failure to
maintain required insurance, waste or destructive use of the dwelllng, fauure to pay taxes, death of all persons liable on
the account, transfer of title or sale of the dweliing, crestion of a senior lien on the dwelling without Lender's
permission, foreclosure by the holder of another lien, or the“usec'of fundg or the dwelling for prohibited purposes.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default ocours under this Deed of Trust, at any time thereafter,
Trustee or Lender may exercise any one or more of the followrng nghts and remedies:

Election of Remedies. All of Lender's rights and remedies wrll be cumulatrve and may be exercised alone or
together. An election by Lender to choose any one remedy will not bar Lender from using any other remedy, If
Lender decides to spend maney or to perfarm any of Grantar's obligations under this Deed of Trust, after Grantor's
failure to do so, that decision by Lender will not affect Lender’ s nght 10 declare Grantor in default and to exercise
Lender's remedies. . A

Accelerate Indebtedness. Lender shall have the right at its uption'-'tg_dee’ié_re the e‘n__tire Indebtedness immediately
due and pavyable.

Foreclosurae. With respect to all or any part of the Real Property, the Trustee shatl have the right to exercise its
power of sale and to foreclose by notice and sale, and Lender shall have the. right to foreclose by judigial
foreclosure, in either case in accordance with and to the full extent provided‘ by applic"able Iaw

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

Collect Rents. Lender shall have the right, without natice to Grantor to tak'e p'ossession of and manage the
Property 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., If the Rents are collected by
Lender, then Grantor irrevocably designates Lender as Grantor's attorney-in-fact to endorse.instiumients 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. lLender may exercise .its rlghts under this
subparagraph either in person, by agant, ar through a receiver. R

Appoint Receiver. Lender shall have the right to have a receiver appointed to take possession rSr"ai'I= or, a‘ny:p‘art of
the Property, with the power to protect and preserve the Property, to operate the Property preceding or pending
foreclosure or sale, and to collect the Rents from the Property and apply the proceeds, over and above-the cost'of
the receivership, against the Indebtedness. The receiver may serve without bond if permitted by Jaw.- Lender's
right 1o the appointment of a receiver shall exist whether or not the apparent value of the Property exceeds the-,
Indebtedness by a substantial amount. Employment by Lender shall not disqualify a person from 's_erving a__s""a :";
receiver. :

Tenancy at Sufferance. If Grantor remains in possessron of the Property after the Property is sold as, prowdedf
above or Lender otherwise becomes entitled to possession of the Property upon default of Grantor, Grantor shall
become a tenant at sufferance of Lender or the purchaser of the Property and shall, at Lender's option, either {1} ..
pay a reasonable rental for the use of the Property, or {2} wvacate the Property immediately upon the demand: of__._---
Lender. :

Other Remedias. Trustee or Lender shall have any other right or remedy provided in this Deed of Trust or"‘the

LU
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DEED OF TRUST
(Continued) Page 7

; Severabnlrty If a court finds that any provision of this Daed of Trust is not valid or should not be enforced, that

Ey __..--'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
|nva!|d Or unenforceable

Successors and Assigns. Subject to any limitations stated in this Deed of Trust on transfer of Grantor's interest,
:thrs Deed of Trust shall be binding upon and inure to the benefit of the parties, their successors and assigns. M
ownership-of the Property becomes vested in a person other than Grantor, Lender, without notice to Grantar, 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 E_:eseqc'e_:. Time is of the essence in the performance of this Deed of Trust.

Waiver.;efa..Hbﬁ'léstead-'E_xemption. Grantor hereby releases and waives all rights and benefits of the homestead
exemptioh laws'of the State of Washington as to all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The followr'.r.\g' V\rdrds shall have the following meanings when used in this Deed of Trust:
Beneficiary. The word Beneflcrary means Whidbey Island Bank, and its successors and assigns.

Borrower. The word’ "Borrower means KARLA A GUNN and includes all co-signers and co-makers signing the
Credit Agreement. 2

Credit Agreement. The wdrds "Credit Agreement” mean the credit agreement dated January 22, 2004, with
credit limit of $15,000.00jrom Grantor to Lender, together with all renewals of, extensions of,
modifications of, refinancings of; consolidations of, and substitutions for the promissory note or agreement.
NOTICE TC GRANTOR: THE CREDIT AGREEMENT CONTAINS A VARIABLE INTEREST RATE.

Deed of Trust. The words: "“Deed ot Trust" mean this Deed of Trust among Grantor, Lender, and Trustee, and
includes without Ilmltatlon all aswgnment -and security interest provisions relating to the Personal Property and
Rents. . : ;

Environmental Laws. The w‘ords.:"'En\:iirunmentaI Laws™ mean any and all state, federal and local statutes,
regulations and ordinances relating to the protection of human health or the environment, including without
hmrtatlon the Comprehensive EnvironmentalResponse, Compeansation, and Liabitity Act of 1980, as amended, 42

U.5.C. Section 9601, et seq. {"CEF!CLA"}, ihe Superfund Amendments 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.5.C..Section 6901 et seq., or other applicable state or federal laws, rules,
or regulations adopted pursuant thereto. : .-

Event of Default. The wards "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.

Granter. The word "Grantor" means KARLA:A KGUNN.

Hazardous Substances. The words "Hazardous Substances” mean materials that, because of their quantity,
concentration or physical, chemical or infectious ¢haracteristics;. may cause or pose a present or potential hazard
to hurman health or the environment when improperly used, tréated, stored, dlsposed of, generated, manufactured,
transported or otherwise handled. The words "Hazardous ‘Substarices” are used in their very broadest sense and
include without limitation any and all hazardous or toxi¢ substances, materials or waste as defined by or listed
under the Environmental Laws. The term "Hazardous Substances" also includes, without limitation, petroleum and
petroleum by-products or any fraction thereof and asbestos

Improvements. The word "Improvements” means all exrstrng and Jutyre improvements, buildings, structures,
mobile homes affixed on the Real Property, facilities, additions;’ replacements and other construction on the Real
Property. Ea

Indebtedness, The word "Indebtedness" means all principal, ;fint"erest, ar_id :other amounts, costs and expenses
payable under the Credit Agreement or Related Documents, ‘together: with all renewals of, extensions of,
modifications of, consolidations of and substitutions for the Credit Agreement or Related Documents and any
amounts expended or advanced by Lender to discharge Grantor's, obllgatrons ot expenses incurred by Trustee or
Lender to enforce Grantor's obligations under this Deed of Trust; together W|th Interest on such amounts as
provided in this Deed of Trust. A L

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

Personal Property. The words "Personal Property” mean all equnpment fnxtures and Gther articles of personal
property now or hereafter owned by Grantor, and now or hereafter attactiet or’affixed to the Real Property;
together with all accessions, parts, and additions to, all replacements of, and all substrtut:qns for, any of such
property; and together with all issues and profits thereon and proceeds {including ‘Wwithout, I|m|tat|on all insurance
proceeds and refunds of premiums} from any sale or other disposition of the Pror_nar'c\.r

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

Real Property. The words “Real Property™ mean the real property, interests and nghts as. further descnbed in this
Deed of Trust. A ;

Related Documents. The words "Related Documents” mean all promissory notes credlt agreements, loan
agreements, environmental agreements, guaranties, security agreements, mortgages, deeds of ‘trusi, security
deeds, coliateral mortgages and all other instruments, agreemerts and documents, whether oW or hereafter
existing, executed in connection with the Indebtedness. .

Rents. The word "Rents" means all present and future rents, revenues, income, issues, rovaltles, _proflts, and
other benefits derived from the Property. : LA

Trustee. The word "Trustee" means CHICAGO TITLE COMPANY - ISLAND DIVISION, whose mallrng address |s.~_
PO BOX 670, BURLINGTON, WA 98233-0670 and any substitute or successor trustees.

‘WW!!W!‘“!}“M“ zm !w !!’I’MMW
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