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CHICAGO TITLE CO.
N DEED OF TRUST

DATE: July 2, 2004

Reference # (if appllcable) 1C3121 '/ Additional on page
Grantor{s): -
1. FREEMAN, MtCHAEL K ;
2. FREEMAN, LESLIE K B

Grantee(s) A
1. Whidbey Island Bank -
2. CHICAGO TITLE COMPANY Trustee

Legal Description: LOT 30, PLAT oF THE POINTE DIV. NO. 3 Additional on page 2
Assessor's Tax Parcel ID#: 4545- 000 030 0009

THIS DEED OF TRUST is dated July 2,-2004, among MICHAEL K FREEMAN and LESLIE K
FREEMAN; husband and wife (“Grantor™); Whidbey Island Bank, whose mailing address is
Anacortes Office, 2202 Commercial Ave., P.O. Box 320, Anacortes, WA 98221 (referred to
below sometimes as “"Lender" and sometimes' as “Beneficiary”); and CHICAGO TITLE
COMPANY, whose mailing address is 425 COMMERCIAL ST, MOUNT VERNON, WA 98273
(referred to below as "Trustee™).
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DEED OF TRUST -
(Continued) Page 3

; Nuisance. Waste. Grantor shall not cause, conduct or permit any nuisance nor cemmit, 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
toregoing,. Grantor will not remove, or grant to any other party the right to remove, any timber, minerals (including

<" oil-and.gas};-coal, clay, scoria, soil, gravel or rock products without Lender's prior written consent.

:R'e_moval of Improvements. Grantor shall not demolish or remove any Improvements from the Real Property
without Lender's prior written consent. As a condition to the removal of any Improvements, Lender may require
Grantor ta-make arrangements satisfactory to Lender to replace such Improvements with Improvements of at least
squal vaile,’ :

Lender's Right' to:Enter. Lender and Lender's agents and representatives may enter upon the Real Property at all
reasonablg"'t_i_mgs to “attend to Lender's interests and to inspect the Real Property for purposes of Grantor's
compliance withi.the terms and conditions of this Deed of Trust.

Compliance with: Goveérnmental Requirements. Grantor shall promptly comply, and shall promptly cause
compliance by all agénts,”.tenants or other persons or entities of every nature whatsoever who rent, lsase or
otherwise use or sécupy ‘the Property in any manner, with all laws, ordinances, and regulations, now or hereafter
in effect, of aII__gb\.;_er_h'mental*i:authorities applicable to the use or occupancy of the Property. Grantor may contest
in good faith ‘any”sugh®Jaw; ordinance, or regulation and withhold compliance during any proceeding, including
appropriate appeals, s0.long a8 Grantor has notified Lender in writing prior to doing so and so long as, in Lender's
sole opinion, Lender's interéstsin the Property are not jeopardized. Lender may require Grantor to post adequate
security or a surety bondy re_aéonagl_y satisfactory to Lender, to protect Lender's interest.

Duty to Protact. Grafﬁ"tor agréég;_ ._n_e_fther to abandon or leave unattended the Property. Grantor shall do all other
acts, in addition to those acts set fofth‘above in this section, which from the character and use of the Property are
reasonably necessary to protgct and preserve the Property.

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 evidencing the Indebtedness:and.impose 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 Property, or any interest in the Real
Property. A "sale or transfer" means the conveyance of Real Praoperty or any right, title or interest in the Real Property;
whether legal, beneficial or equitable; whether volUntary or involuntary; whether by outright sale, deed, installment sale
contract, land contract, contract for deed, leagehld:interest with a term greater than three {3} years, lease-option
contract, or by sale, assignment, or trangfer of any :beneficial interest in or 1o 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 prohibited by federal law or by Washington law.

TAXES AND LIENS. The following provisions:_' rei'ating“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) ail 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 all liens having. priority over or Bqual to the interest of Lender under this Deed of
Trust, except for the lien of taxes and assessments not du"e, -eXcept for the Existing Indebtedness referred to
below, and except as otherwise provided in this Deed of Trust” -

Right to Contest. Grantor may withhold payment of any tax, assessment, or ciaim in connection with a goad 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 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 corporate surety bond orother security satisfactory to Lender in an
amount sufficient to discharge the lien plus any costs and attorngys® fees, ar other charges that could accrue as a
result of a foreclosure or sale under the lien. In any contest, Grantor shall defend itself and Lender and shall
satisfy any adverse judgment before enforcement against the Property. Grantgr shall name Lender as an additional

obligee under any surety bond furnished in the contest proceedings.”.

Evidence of Payment. Grantor shall upon demand furnish to Lender ._s_a_t_isf-é'}:tor'\,;"éyidence of payment of the taxes
or assessments and shall authorize the appropriate governmental official to’deliver to Lender 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 any work is commenced, any
services are furnished, or any materials are supplied to the Property, if any mechanic's lign, 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 furnish to Lender advance assurances satisfactory t6 Lender that Grantor can
and will pay the cost of such improvements. :

PROPERTY DAMAGE INSURANCE. The following provisions relating to insuring the Pf"oﬁ'erty are’a kpt‘a'rt of this Deed of
Trust. Y

Maintenance of Insurance. Grantor shall procure and maintain pelicies of fire inslrance ‘with standard extended
coverage endorsements on a replacement basis for the full insurable value covering all Improveinedits on the Real
Property in an amount sufficient to avoid application of any coinsurance clause, and with _a‘”.s"t'an‘dard.mortgagee
clause in favor of Lender, together with such other hazard and liability insurance as Lender.may reasonably require.
Policies shall be written in form, amounts, coverages and basis reasonably acceptable to Lender andissued by a
company or companies reasonably acceptable to Lender. Grantor, upon request of Lender, will'detiver to Lender
from time to time the policies or certificates of insurance in form satisfactory to Lender, incliding stipulations: that
coverages will not be cancelled or diminished without at least ten (10} days prior written notige to Lender:" 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 bs located. in
an area designated by the Director of the Federal Emergency Management Agency as a special flood. hazard: areé,
Grantor agrees to obtain and maintain Federal Flood Insurance, it available, within 45 days after notige.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 prior liens on the property securing the loan, up to the maximum policy limits set under the Natignal Flood: ©
Insurance Program, or as otherwise required by Lender, and to maintain such insurance for the term of the loan.

Application of Procesds. Grantor shall promptly notify Lender of any loss or damage to the Property’if t_ﬁa'u,
estimated cost of repair or replacement exceeds $1,000.00. Lender may make proof of toss if Grantor fails to do”

so within fifteen {15} days of the casualty. Whether or not Lender's security is impaired, Lender may, at Lendfar's_..:-"m

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
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DEED OF TRUST
{Continued) Page 5

'Agreement and (4] a specific tax on all or any portion of the Indebtedness or on payments ol principal and
-intsrest made by Grantor.

~Subsequent Taxes. If any tax to which this section applies is enacted subsequent to the date of this Deed of

" Trust; “this. event shall have the same effect as an Event of Default, and Lender may axercise any or all of its
available remedies for an Event of Default as provided below unless Grantor either {1} pays the tax befare it
‘hecomes delinquent, or {2} contests the tax as provided above in the Taxes and Liens section and depaosits with
Lender cash ora sufhcnent corporate surety bond or other security satisfactary to Lender.

SECURI'_I'Y AGREEMENT, FINANCING STATEMENTS. The following provisions relating to this Deed of Trust as a
security"‘égreement' are: a‘part of this Deed of Trust:

Security, Agroement._ “This instrument shall constitute a Security Agreement to the extent any of the Property
constitutes fixtures, and Lender shall have ali of the rights of & secured party under the Uniform Commercial Code
as amended from ‘tlme 0 Time.

Secuwrity Interest. Upon request by Lender, Grantor shall take whatever action is requested by Lender to perfect
and continue Lender §.security interest in the Personal Property. In addition to recording this Deed of Trust in the
real property records, ‘Lender may, at any time and without further authorization from Grantor, file executed
counterparts, éopies or reproductions of this Deed of Trust as a financing statement. Grantor shall reimburse
Lender for all expenses’incuriedin perfecting or continuing this security interest. Upon default, Grantor shall nat
remove, sever or detach:-‘the Personal Property from the Property. Upon default, Grantor shall assemble any
Personal Property not Affixéd to-the Property in @ 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 appllcable law.

Addresses. The mailing: addresses of Grantor (debtor) and Lender {secured party} from which information
concerning the security imerest granted by this Deed of Trust may be obtained feach as required by the Umiform
Commercial Code} are as stated an the fu‘st _page of this Deed of Trust.

FURTHER ASSURANCES; ATTORNEY—_IN-FACT. The following provisions relating to further assurances and
attorney-in-fact are a part of this Deed of Trist:

Further Assurances. At any time,.and from" t" e ‘to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause to be made, executed ar delwered ta Lender or to Lender's designee, and when requested by
Lender, cause to be filed, recorded..refiled, of réracorded, as the case may be, at such times and in such offices
and places as Lender may deesm appropriate, any and .all such mortgages, deeds of trust, security deeds, security
agreements, financing statements, continuation statements, instruments of further assurance, certificates, and
other documents as may, in the sole opinfon-of Lender, be necessary or desirable 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 ‘apd security interests created by this Deed of Trust on the Property,
whether now owned or hereafter acquired by. Grentor Unless prohibited by faw or Lender agrees to the contrary in
writing, Grantor shali reimburse Lender for all costs and expenses incurred in connection with the matters referred
to in this paragraph. : .

Attorney-in-Fact. If Grantor fails to do any of the thlngs referred to in the preceding paragraph, Lender may do so
for and in the name of Grantor and at Grantor's expense. .For $uch'purposes, Granter hereby irrevocably appoints
Lender as Grantor’s attorney-in-fact for the purpose of makmg, executing, delivering, filing, recording, and doing all
other things as may be necessary or desirable, in Lender 3 sole oplmon to accomplish the matters referred to in
the preceding paragraph. Ea

FULL PERFORMANCE. If Grantor pays all the Indebtedness wheri"‘dde,}.t-érm-ina-tes the credit line account, and otherwise
performs all the obligations imposed upon Grantor under this Dead 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 /inithe Rents: and the Personal Property. Any
reconveyance fee shall be paid by Grantor, if permitted by applicable law. Theg grantee 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: followmg happen: (A) Grantor
commits fraud or makes a material misrepresentation at any time in connectlen with the Gredit Agreement. This can
include, for example, a false statement about Grantor's income, assets, liabilities, or any ‘other aspects of Grantor's
financial condition. (B} Granter does not meet the repayment terms of the Ciedit Agreeimnent. (C) Grantor's action or
inaction adversely affects the collateral or Lender's rights in the collateral. Thls can include,for example, failure to
maintain required insurance, waste or destructive use of the dwelling, failure to pay téxes, death of all persons liable on
the account, transfer of title or sale of the dweliing, creation of a senior lieri én the dwelling withaut Lender's
permission, foreclosure by the holder of ancther lien, or the use of funds or the dwelimg le’ prohlblted purposes.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under this Deed of Trust at any tlme thereafter,
Trustee or Lender may exercise any one or more of the faliowing rights and remedies: * ° :

Election of Remedies. All of Lender's rights and remedies wiil be cumulative and may be exermsed 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 money or to perform any of Grantor's obligations 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:ir default and to exercsse
Lender's remedies.

Accelerate Indebtedness. Lender shall have the right at its option to declare the entire Indebté@ne'ee-- i'mme'fiiatelv
due and payable. NS

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have the ..I"Ig'.ht 106 exé'rmee its
power of sale and to foreclose by notice and sale, and Lender shall have. the right to foreglose by ludlcsal
foreclosure, in eithér case in accordance with and ta the full extent provided by applicable law. :

UCC Remedies. With respect to all or any part of the Personal Property, Lender shail have all the nghts and'
remedies 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 6
Property and collect the Rents, inciuding amounts past due and unpaid, and apply the net proceeds, over and; r
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 attarney-in-fact to endorse instruments received ip”
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

I
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DEED OF TRUST
(Continued) Page 7

' Mergar There shail be no merger of the interest or estate created by this Deed of Trust with any other interest or

_-;:K [ 'estate in the Property at any time held by or for the benefit of Lender in any capacity, without the written consent

) of Lender

! Govermng Law This Deed of Trust will be governed by and interpreted in accordance with federal law and the
Jaws of the:State of Washington. This Deed of Trust has been accepted by Lender in the State of Washington.

:ZCFIOICG of Venue, If there is a lawsuit, Grantor agrees upon Lender's request to submit to the jurisdiction of the
courts of Skaglt County, State of Washington.

Jclnt and Sevaral Llablhty All obligations of Granter under this Deed of Trust shall be joint and several, and al
refererices .to Grantar shall mean each and every Grantor. This means that each Grantor signing below s
responsubie for all obllgatlons in this Deed of Trust.

No Waiuet by Larider. Grantor understands Lender will not give up any of Lender’s rights under this Deed of Trust
unless Lander doés §0 in swriting. The fact that Lender delays or omits to exercise any right will not mean that
Lender has given up that right. If Lender does agree in writing to give up ans 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. to 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 requésts;” that does not mean Lender will be required to cansent to any of Grantor's future
requests. Grantor waives’ presentment demand for payment, protest, and notice of dishonor.

Severability. If a court fmds that any provision of this Deed of Trust is not valid or should not be enforced, that
fact by itselt will not'mean that:-tFé-rest of this Deed of Trust will not be valid 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 unenforgeable. :

Successors and Assigns. Sl.lbjBCt to any dimitations stated in this Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shall be:bindir ing upon amd inure to the benefit of the parties, their successors and assigna. f
ownership of the Property bécomas vésted in a person other than Grantor, Lender, without notice to Grantor, may
deal with Grantor's successors with reference to this Deed of Trust and the Indebtedness by way of forbearance or
extension without releasing Grantor from the obligations of this Deed of Trust or liability under the Indebtedness.

Time is of the Essence. Time is of the éééenc_é’ir_r't'he performance of this Deed of Trust.

Waiver of Homestead Exemption. Gr‘éhtbr heréby releases and waives all rights and benefits of the homestead
exemption laws of the State of Washlngton as:to all lndebtedness sacured by this Deed of Trust.

DEFINITIONS. The following words shall have: the fo[lowmg meanmgs when used in this Deed of Trust:

Beneficiary. The word "Beneficiary” means Whldbev Island Bank, and its successors and assigns.

Borrower. The word “Borrower® means MICHAEL K FREEMAN and LESLIE K FREEMAN and includes all co-signers
and co-makers signing the Credit Agreement. *, *

Credit Agreement. The words "Credit Agreemem" mean the crédit agreement dated July 2, 2004, with credit
limit of $218,000.00 from Grantor to Lendsr, together with all renewals of, extensions of, modifications of,
refinancings of, consolidations of, and substitutions for the promlssary note or agreement. NOTICE TQ GRANTOR:
THE CREDIT AGREEMENT CONTAINS A VARIABLE |NTEREST HATE

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 securltv lnterest prowsmns relating to the Personal Property and
Rents. : e,

Environmental Laws. The words "Environmental Laws” 'rnéan_ *%rw"‘and ‘all state, federal and local statutes,
regulations and ordinances relating to the protection of human shealth or:the snvironment, including without
limitation the Comprehensive Environmental Response, Compensation, and Liability Act of 1980, as amended, 42
U.5.C. Section 9601, et seq. ("CERCLA"), the Superfund Amendments and Reauthorization Act of 1986, Pub, L.
No. 99-489 ("SARA™"}, the Hazardous Materials Transportation A'bt “49 W:B.C. Section 1801, et seq., the Resource
Conservation and Recovery Act, 42 U.8.C. Section 6301, et seq.; ar other appfrcable state or federal laws, rules,
or reguiations adopted pursuam 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 of Trust. .

Existing Indebtedness. The words "Existing Indebtedness™ mean the |ndebtedness descnbed in the Existing Liens
provision of this Deed of Trust, ;

Grantor, The word "Grantor"” means MICHAEL K FREEMAN and LESLIE K FREEMAN

Hazardous Substances. The words "Hazardous Substances™ mean materials that because of their quantity,
concentration or physical, chemical or infectious characteristics, may cause or pose a present or potential hazard
to human health or the environment when improperly used, treated, stored, dlsposed of; generated -manufactured,
transported or otherwise handled. The words "Hazardous Substances™ are used in-their very-broadest sense and
include without fimitation any and all hazardous or toxic substances, materials or waste .as defined by or listed
under the Environmental Laws. The term "Hazardous Substances” also includes, without: lnmltatuon, petrpleum and
petroleum by-products or any fraction thereof and asbestas. AU

improvements. The word "Improvements” means all existing and future |mprovements, bmldmgs, structures.
mobile homes affixed on the Real Property, facilities, additions, replacements and other construction on the Fieal
Property. .

Indebtedness. The word "Indebiedness"” means all principal, interest, and other amounts, cu"'sts_r_a'n_q éxpé:né'e_s
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 Documaents “and a"V_=.-.
amounts expended or advanced by Lender to discharge Grantor's obligations or expenses incurred:-by. Trustee o .

Lender to enforce Grantor's obligaticns under this Deed of Trust, together with interest on such amounts 8
provided in this Deed of Trust. : g

Lender. The word "Lender™ means Whidbey Island Bank, its successors 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 equipment, fixtures, and other articles of perss:i'n’al
property now or hereafter owned by Grantor, and now or hereafter attached or affixed to the Real Property;”

together with all accessions, parts, and additions to, all replacements of, and all substitutions for, any of stich
property; and together with all issues and profits thereon and proceeds (including without limitation all insurance
proceeds and refunds of premiums) from any sale or other disposition of the Property,

TR
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