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ISLA P DEED OF TRUST
DATE: October 19, 2001

Reference # (if appllcable) A21 080 SMI Additional on page

Grantor(s):
1. HERMSTAD, DAVID

Grantee(s)
1. Whidbey Island Bank
2. Island Title Company, a Washlngton corporation, Trustee

Legal Description: W/2 Lt 13, all 14 & 15 Blk 15, Kellogg & Ford’s Add  Additional on page __
Assessor’s Tax Parcel |D#: 3800-01 5—01 5—0007

THIS DEED OF TRUST is dated October 19, 2001, among DAVID HERMSTAD; as his
separate estate ("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 sometlmes as “Beneﬂclary"), and Island Title Company, a
Washington corporation, whose mailing address is" 3110 Commercial Ave., Suite 101,
Anacortes, WA 98221 (referred to below as "Trustee")
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DEED OF TRUST
(Continued) Page 3

'scb’ria"‘“soil gravel or rock products without Lender's prior writlen consent.

s Removal of Improvemenis. Grantor shall not demolish or remove any Improvements from the Real Properly without
~Lender's prigr wrilten consent. As a condition to the removal of any Improvements, Lender may require Grantor to make
arrangements satisfactory to Lender to replace such improvements with Improvements of at least equal value.

Lenders nghi to Enter. Lender and Lendsr's agents and representatives may enter upon the Real Property at all
‘reasonable dimes to attend to Lender’s interests and to inspect the Real Property for purposes of Grantor's compliance
W|th the terms and condifions of this Dead of Trust.

Compllance with.Governmental Requirements. Grantor shall promptly comply, and shall promptly cause compliance
by all agents; tenarits or other persons or enfities 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 governmental
authorities-applicable -fo 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 nofified Lenderin writing prior to domg so and 5o long &s, in Lender's sole opinion, Lender’s interests in the
Property are not jsopgrdized, Lender may require Grantor to post adequate security or a sursty bond, reasonably
satisfaciory to Landar. te prolact Lender's interest,

Duty to Protect. Grantor agrees:neither to abandon or leave unattended the Property. Granter shall do all other acts, in
addition to those acts sé! 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 LENDER:. Lender may, at Lender's option, (A) declare immediately due and payabis all
sums secured by this Deed: of Tryst or-{B). increase the interest rate provided for in ihe Credit Agreement or other document
evidencing the Indebledness and impose ‘such other conditions as Lender deems appropﬂate 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 Properly. A "sale or
transfer" means the conveyance of Real Praperty or any right, litle or interest in tha Reat Property; whether legal, beneficial or
equitable; whether voluntary or involuntary; whether by outright sale, deed, instaliment sale contract, land contract, contract
for deed, leasehold interest with a“term greater thédn three (3) years, lease—option contract, or by sale, assignment, or transfer
of any baneficial interest in or to any land trust holding litle to the Real Property, or by any other method of conveyance of an
interest in the Real Property. However, fhis Dptlon shall not be exercised by Lender if such exercise is prohibited by federal
law or by Washingion law.

TAXES AND LIENS. The following prowsrons relafing lo the taxes and liens on the Property are part of this Deed of Trush

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’ lmposmons levied against or on account of the Property, and shall pay
when due all claims for work dong on or for services.rendered or material furnished to the Property. Grantor shall
maintain the Property free of all liens having' priofity .Over or equal to the interest of Lender under this Deed of Trust,
except for the fien of taxes and assessments not due, except for the Existing Indebtednass referred Yo below, and except
as otherwise provided in this Deed of Trust. °

Right to Contest. Grantor may withhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the obligation 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 withinfiteen (15) days after the lien arises or, if a lien is filed, within fiftean
(15) days after Grantor has nolice of the filing, securs the discharge of the lien, or if requested by Lender, deposit with
Lender cash or a sufficient corporate surety bond or other seturify satisfactory to Lender in an amount sufficient to
discharge the lisn pius any cosis and atiorneys’ fees, or-other charges inat could accrue as a result of a foreclosure or

sale under the lien. In any contest, Grantor shall defend'itsélf and Lender and shall satisfy any adverse judgment before
enforcement against the Property. Granior shall name Lender as. aﬂ addmonal obligee under any surety bond furnished
in the contest proceedings.

Evidence of Paymeni. Grantor shall upon demand furmsh to Lender satlsfactory evidence of payment of the taxes or
assessments and shall authorize the appropriate governmental offlcral to dellver ta Lender at any time a written statement
of the taxes and assessments against the Property.

Notice of Construction. Grantor shall nolify Lender at least frﬁeen (15) days befora any work is commenced, any
services gre furnished, or any materials are supplled to the Property; if any mecharic’s lien, materiatmen’s lien, or other
fien 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 assurancas satisfactory to Lendar that Granior can and will pay the cost of
stuch improvements.

PROPERTY DAMAGE INSURANCE. The following provisions relating to :nsunng the F’roperh/ are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and maintain polncres cf flre 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 avoid application of any coinsurance clause, and with a standard ‘mortgages 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. and issied.by a company or
companies reascnably acceplable to Lender. Grantor, upon request of Lender, wil deliver to’ Lender from time to time
the policies or certificates of insurance in form satistactary to Lender, including stipulations that coverages will not be
cancelled or diminished withoul at least ten {10} days prior written notice to Lender. Each .insurange policy alse shall
include an endorsement providing that coverage in favor of Lender will not be impaired in any. way by any ‘det, 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 obtdin and maintain
Federal Flood Insurance, if available, within 45 days afler nofice is given by Lender that the Property s locdled in a
special flood hazard area, for the full unpaid principal balance of the loan and any pricr liens on the property se¢uring
the foan, up to the maximum policy limits set under the National Flood Insurance Program, or as uthenmse requured by
Lender, and to maintain such insurance tor the term of the loan.

Application of Proceeds. Grantor shall promptly nofify Lender of any loss or damage lo the Property if the" eslrmated._

cost of repair or replacement exceeds $1,000.00. Lender may make proof of loss if Grantor fails to do-sg. withiri fifteen
(15) days of the casualty. Whether or not Lender's security is impaired, Lender may, at Lender’s efection, receive.and
retain the proceeds of any insurance and apply the proceeds to the reduction of the Indebledness, payment of any Jien -

affecting the Properly, or the restoration and repair of the Property. |If Lender elects to apply the proceeds to restgration’
and repair, Grantor shall repair or replace the damaged or destroyed Improvements in a manner satisfaclory tq-Lender.

Lender shali, upon salistactory proot of such expenditure, pay or reimburse Grantor from the proceeds for:the™ .-
reasonable cost of repair gr restoration if Grantor is not in default under this Deed of Trust. Any proceeds which have .~

not been disbursed within 180 days after their receipt and which Lender has not commitied to the repair or restoration .of
the Property shall be used first to pay any amount owing to Lender under this Deed of Trusl, then to pay accriled

interest, and the remainder, if any, shall be applied to the principal balance of the Indebtedness. If Lender holds any

iWﬂzﬂﬂjﬂﬂmMMMMWIWJ

, Skagit County Audrtor
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DEED OF TRUST
(Continued) Page 5

'an”'Event of Default as provided below unless Grantor either (1) pays the tax before it becomes delinquent, or (2)
““cortesis the tax as provided above in the Taxes and Liens section and deposits with Lender cash or a sufficient
corpordte surely hond or other security satisfactory to Lender.

.“SECURITY AGREEMENT FINANCING STATEMENTS. The following provisions retating to this Deed of Trust as a security
agreemenl area part of this Deed of Trust:

"Securlty Agreemenl This instrument shall constitute a Security Agreement to the extent any of the Property constitutes
fixtures, and Lender shall have all of the rights o a secured party under the Uniform Commercial Code as amended from
time o’ time!

Securlty In!eresl Upon request by Lender, Grantor shall exgcute financing statements and take whatever other aclion
is requested-by. Lender to perfect and continue Lender's 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 counterparw, copies or reproductions of this Deed of Trust as a financing statement. Grantor shall
reimburse Lender for-all eXpenses incurred in perfecting or continuing this security interest. Upon default, Grantar shall
not remove, sever or.detach the Personal Property from the Property. Upon dsefault, Grantor shall assemble any
Personal Froperty not affixed to the Property in & manner and at a place reasonably convenient to Grantor and Lender
and make it available to Lender wnhm three (3) days after receipt of wrilen demand from Lender to the exten! permitted
by applicable law. -

Addresses. The mailing addresses of Grantor {deblor) and Lender (secured party) from which information concerning
the security interest granted. by this-Deed of Trust may be obtained (each as required by the Uniform Commercial Code}
are as stated on the frrst page of this. Deed of Trust.

FURTHER ASSURANCES ATTORNEY—-IN—FACT The folliowing provisions relating to further assurances and
attorney-in-fact are a part of this Deed of Trust:

Further Assurances. At any time, and from fime to fime, upon request ot Lender, Grantor wili make, execute and
deliver, or will cause o 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 deem appropriate, any and all such mortgages, deeds of trust, security deeds, security
agreements, financing statements, continuationstatements, instruments of further assurance, certificates, and other
documents as may, in the sole opinion of'Lender, be necessary or desirable in order to effectuale, complete. perfect,
continug, or preserve (1) Grantoi's obligations” under the Credit Agreement, this Deed of Trusi, and the Related
Documents, and {2) the liens and secUrify:interests created by this Deed of Trust on the Property, whether now owned
or hereafter acquirad by Grantor. Unless' prohibited by law or Lender agrees to the contrary in writing, Grantor shall
reimburse Lender for all costs and expenses incurred.in connaction with the matters referred to in this paragraph.

Attorney-in-Fact. if Grantor fails 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 irrevocably appoints Lender
as Grantor's attornay-in—fact for the purpose af meking, executing, delivering, filing, recording, and doing all other things
as may be necessary or desirable, in Lenders sole opinion, to accomplish the matters referred o in the preceding
paragraph.

FULL PERFORMANCE. If Grantor pays all the Indebtedness when: due, terminales the credit line account, and otherwise
performs &ll the obligations imposed upon Grantor under this Deed of Trust, Lender shall execute and deliver to Trustee a
raquest for full reconveyance and shall execute and deliver to:Grafitor ‘suffable statements of termination of any financing
statement on fils 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 granfee’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 shail be conclusive proof of the
fruthfulness of any such maﬂers or facts.

EVENTS OF DEFAULT, Grantor will be in default under this Deed of Trusi i any of the following happan: (A) Grantor
commits fraud or makes & material misrepresentation at any time in connectlon with the Credit Agreement. This can include,
for example, a false statement about Grantor's income, assets, liabliities, 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 includs, for example, failure to maintain required insurance, waste or
destructive use of the dwallmg, failure to pay taxes, death of all persons liable on ‘the ‘accdunt, transfer of title or sale of the
dwelling, creation of a senior lien on the dwelling without Lender’s permission, foreclosure by the holder of ancther lien, or the
use of funds or the dwelling for prohibited purposes.

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

Election of Remedies. All of Lander's rights and remedies will be cumula!we and may. be exerclsed alone or together.
An elaction by Lender to choose any one remedy will not bar Lender from using any othier remedy. If Lender decides to
spend money or to pertorm any ol Grantor’s obligations under this Deed of Trust, aﬁer Grantor's'failure to do so, that
decision by Lender will not affect Lender’s right to declare Grantor in default and fo exerclse Lenders remedies.

Acceleraie Indebtedness. Lender shall have the right af its option to declare the enhre Indebledness |mmedrately due
and payable.

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have the rlght to exermse its power of
sale and 1o foreciose by notice and sale, and Lender shall have the right to foreclose by, judlcmf foreclosura, in either
case in accordance with and to the full extent provided by applicable law.

UCC Remedies. With respect to all or any part of the Personal Property, Lender shail have ali the rlghts 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
and coliect 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 |rrevocably_
designates Lender as Grantor’s attorney-in—fact to endorse Instruments received In payment thereof-in.the ‘neame.of
Grantor and to negotiate the same and collect the proceeds. Payments by tenants or ather users to Lenderin response &
to Lender’s demand shall satisfy the obligations for which the payments are made, whether or not any proper grounis
for the demand existed. Lender may exercise its rights under this subparagraph either in person, by agent, or. 'through a
receiver.

Appoint Recelver, Lender shall have the right to have a receiver appointed to take possession of ail or any par’( 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 law. Lender’s right to the appointment
of a receiver shall exist whether or not the apparent value of the Property exceads the Indsbtedness by a substanfial .+

LT
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DEED OF TRUST
(Continued) Page 7

; has given up that right. I Lender does agree in writing to give up one of Lender’s rights, that does not mean Grantor wil

¢ ““nothave to comply with the other provisions of this Deed of Trust. Grantor also understands that if Lender does consent

10 a request, that does not mean that Grantor will not have to get Lender’s consent again If the situation happens again.

" Grantor-further understands that just because Lender consents to one or more of Grantor's requests, that does not mean

Liender will:be required to consent to any of Grantor's future requests. Granter walves presantment, demand for
‘payment, prbtest and notice of dishonor.

'Severablllty ‘It a court finds that any provision of this Deed of Trust is not valid or should not be enforced, that fact by
itselt will-not‘meani that the rest of this Deed of Trust will not be valid or enforced. Therefore, a court will enforce the rest
of the prOVISIOI‘IS ot this Deed of Trust even if a provision of this Deed of Trust may be found to be invalid ar
unenforceable ;

Successors and Asslgns 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 fo the banefit of the parties, their successors and assigns. If ownership of
the Property becomes vested in a person other than Grantor, Lender, without notice to Grantor, may deal with Grantor's
successors with reférenca 1o this Deed of Trust and the Indebtedness by way of forbearance or extension without
releasing Grantor-from’ the obhgations of this Deed of Trust or liability under the Indebtedness.

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

Waiver of Homestead ° Exemptlon Grantor hereby releases and waives all rights and benefits of the homestead
exemption laws of the State of Washington as to all Indebtedness securad by this Deed of Trust.

DEFINITIONS. The followmg words shail have the following meanings when used in this Deed of Trust:
Beneficiary. The word "Beneﬁcrary" meens Whidbey Island Bank, and Its successors and assigns.

Borrower. Tne word “Borrewer" means DAVID HERMSTAD, and all other persons and entities signing the Credit
Agreement.

Credit Agreemeni, The words "Credit Agreement" mean the credil agreement dated Oclober 18, 2001, With credit
limit of $25,000.00 from-Grantor' to” Lender, together with alt renewals of, extensions of, modifications of,
retinancings of, consolidations of, and subet\tutlone for the promissory note or agreement.

Deed of Trusi. The words "Desd. of Trust" mean thls Deed of Trust among Grantor, Lender, and Trustee, and includes
without limitation all assignment and secunty lnterest provisions relating to the Personal Property and Rents.

Environmental Laws. The words "Enwronmental Laws" mean any and al! state, federal and local statutes, regulations
and ordinances relafing to the protection ‘of human: heaith or ihe environment, Including without limitation the
Comprehensive Environmental Response, Compensehon and Liability Act of 1980, as amended, 42 U.S.C. Seclion
9601, et seq. ("CERCLA"), the Superfund Amendments ‘and Reauthorization Act of 1986, Pub. L. No. §8-499 ("SARA"),
the Hazardous Materials Transportation Act; 49 1J.S.€. Saction 1801, et seq., the Resource Conservalion and Recovery
Act, 42 |J.8.C. Seclion 6901, sl seq., or other appllcable state or tederal laws, rules, or regulations adopted pursuant
thereto.

Event of Defaull. 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 indebtedness described in the Existing Liens
pravigion of this Deed of Trust, : i

Grantor. The word "Grantor" means DAVID HEHMSTAD

Hazardous Substances. The words "Hazardous’ Subetanees" mean materials that, because of their quantity,
concentration or physical, chemical or infectious cheractenstm, rnay cause.or pose a present or potential hazard to
human health or the environment when improperly used, treéted:” stored, dlsposed of, generated, manufactured,
transported or otherwise handled. The words "Hazardous Substangés” are used in their very broadest sense and
include without limitation any and all hazardeus or toxic substances, melenals or waste as defined by or listed under the
Environmental Laws. The term "Hazardous Subslances” also |ncludes W|thout limitation, petroleum and petroleum
by—products or any fraction thereof and asbestos. 3 .

Improvements. The word "Improvements”- means all existing and fulure lmprovements buildings, structures, mobile
hames affixed on the Real Property, facilifies, additions, replacements and other censtruction on the Real Property.

indebledness. The word "Indebtedness” means all principal, mterest and other amounts, costs and expenses pavable
under the Credit Agreement or Related Documents, togsther with all renewals of, ‘extensions of, moditications of,
consolidations of and subslitutions for the Credit Agreement or Related 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 Deed of Trust, together with interest on such amounts as provided.in thls Deed of Trust.

Lender. The word "Lender” means Whidbey lsland Bank, its successors and assigns. The, werds "suCcessors of
assigns” mean any person or company that acquires any interest in the Credit Agreement

Personal Properly. The words "Parsonal Property™ mean all equipment, fixtures, and other, arhcfes of'‘personal 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 sueh properly; 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. -

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

Real Properly. The words "Real Property” mean the real properly, interests and rights, as further descrtbed in trus Deed
of Trust.

Related Documents. The words "Related Documents” mean all promissory notes, credit agreements toan agreements,
environmental agreements, guaranties, security agreements, mortgages, deeds of trust, security. deeds, ‘coflateral
mortgages, and al ¢thér inslruments, agreements and documents, whether noew or hereafter ex:stmg, executed rn._
connection with the Indebledness.

Rents. The word "Rents” means all present and future rents, revenues, incoms, issues, royalties, proﬂts and other K_:?'
henefits derived from the Property. ;

Trustee. The word "Trustee” means Island Title Company, & Washington corporation, whose mailing eddress 5 3110
Commercial Ave., Suite 101, Anacortes, WA 98221 and any substitute or successor trustees. e

[
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