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DEED OF TRUST

DATE: May 31, 2005

Reference # {if appllcable}

Grantor{s):
1. Karp, Michael
2. Whirledge-Karp, Anne_

Grantee(s)
1. PEOPLES BANK
2. Chicago Title Company Skaglt Trustee

Additional on page

Legal Description: Tract B, SKAGIT COUNTY SHGRT PLAT NO. 5-71; ptn. GL4, Sec. 1, T36N,

R3EWM

Assessor's Tax Parcel ID#: 360301—0—010—'(_32_90 P47511

Additional on page 2

THIS DEED OF TRUST is dated May 31, 2005, among Michael Karp and Ann Karp, husband
and wife, whose address is 147 Appq[onsa Lane, Belllngham WA 98229 ("Grantor");
PEOPLES BANK, whose mailing address is DOWNTOWN .BELLINGHAM OFFICE, 1333
CORNWALL AVENUE, BELLINGHAM, WA 98225 (referred to-below sometimes as "Lender”

and sometimes as "Beneficiary”); and Chicago Title Company - Skagit, whose mailing address is
P.0. Box 638, Mount Vernon, WA 98273 (referred to below as Trustee ).
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, DEED OF TRUST
...~ Loan No: 5713434-1 (Continued) Page 3

‘_:‘fo__r__eggin'g, Grantor will not remove, or grant to any other party the right to remove, any timber, minerals {including
# il and ga_s_]_,‘ coal, clay, scoria, soil, gravel or rock products without Lender's prior written consent,

_Remm‘ial_:.._n.fK_Imprnvements. Grantor shall not demoplish or remove any mprovements from the Real Property

“ withoyt Lender's prior written 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. ©

Lerid_&r_-',s_' Rightto Eriter. 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 far purposes of Grantor's
compliance with the terms and canditions of this Deed of Trust.

Compliance” with “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 or gecupy the Property in any manner, with all laws, ordinances, and regulations, now or hereafter
in effect, of all governmental autherities applicable to the use or occupancy of the Property, including without
limitation, the Amaericans With-Disabilities Act. Grantor may contest in good faith any such law, ordinance, or
regulation and withheld 6omplj§ince during any proceeding, including appropriate appeals, so long as Grantor has
notified Lender in.-writing “prior to doing so and so long as, in Lender's scle opinion, Lender's interests in the
Property are not jeopardized. ‘tender may require Grantor to post adequate security or a surety bond, reasonably
satisfactory to Lender, to protect Lender's interest.

Duty to Protect. Grantpr*‘agrée; nigither to abandon or leave unattended the Property. Grantor shall do alf other
acts, in addition to those acts set forth dbove 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 Indebtednes$s-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_c'on_\_;éyance of Real Property or any right, title or interest in the Real Property;
whether legal, beneficial or equitable; whethér voluntary or involuntary; whether by outright sale, deed, installmant sale
contract, land contract, contract for déed, lgasehiold, interest with a term greater than three (3) years, lease-option
contract, or by sale, assignment, or transfer of any berieficial interest in or to any land trust holding title to the Real
Praperty, ar by any ather method of conveyance of.ansinterest in the Real Property. However, this optian shall not be
exercised by Lender if such exercise is prohibited by federal law or by Washington law.

TAXES AND LIENS. The following provisions relating to -fiﬁe taxes and liens on the Praperty are part of this Deed of
Trust: s A

Payment. Grantor shall pay when due (and in gll gvents prior to delinquency) all taxes, special taxes, assessments,
charges (including water and sewer), fines and. impositions levied against ar 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 egual 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 to Contest. ‘Grantor may withhold payment of any tax, &ssessment, or claim in connection with a good faith
dispute over the obligation to pay, so lang as Lender's intergst 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 notlce of the filing;-seture the discharge of the lien, or if requested by
Lender, deposit with Lender cash or a sufficient corporate surety boid.ar otHer security satisfactory to Lender in an
armount 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 Praperty. Grantor'shall name Lender as an additional
obligee under any surety band furnished in the contest proceedings. - Ea

Evidence of Payment. Grantor shall upon demand furnish to Lendé‘r.;_satisf:a'c;dfv_gy.idence 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. AT T

Notice of Construction. Grantar shall notify Lender at ieast fifteen (15} days/before any: work is commenced, any
saervices are furnished, or any materials are supplied to the Property, if any mechanic's lien, materiaimen’s lien, or
other lien couid be asserted on account of the work, services, or materiais. “Grantar will-tipon request of Lender
furnish to Lender advance assurances satisfactory to Lender that Grantor.can -and will pay the cast of such
improvements.

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

Maintenance of Insurance. Grantar shall procure and maintain policies of fire insurdnce”'with standard extended
coverage endorsements on & replacement basis for the full insurable value covering all Improverments on the Real
Property in an amount sufficient to avoid application of any coinsurance clause, and with a sga_hdﬂ"rd mortgagee
clause in favor of Lender. Grantor shall also procure and maintain comprehensive general liability'insurange in such
coverage amounts as Lender may request with Trustee and Lender being named as add_iti‘orj_'al__'__gure’d_s-in such
liability insurance policies. Additionally, Grantor shall maintain such other insurance, includingbut net limited to
hazard, business interruption, and boiler insurance, as Lender may reasonably require. Policies shall-be-writien in
form, amounts, coverages and basis reasonably acceptable to Lender and issued by a cofpany or companies
reasonably acceptable to Lender. Grantar, upon request of Lender, will deliver to Lender from time 1o time the
policies or certificates of insurance in form satisfactory to Lender, including stipulations that coverages will not be
cancelied or diminished without at least thirty (30) days prior written notice to Lender. Each insurance pblicy 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 be located in an area designated by .
the Director of the Federal Emergency Management Agency as a special flood hazard area, Grantor ‘agrees 1o¢
obtain and maintain Federal Flood Insurance, if available, within 45 days after notice is given by Lender that.the.! :
Property is located in a special flood hazard area, for the maximum amount of your gredit line and the full unpat
principal batance of any prior liens on the property securing the loan, up to the maximum policy limits set un_q_g-r"the i
Mationai Flood Insurance Program, or as atherwise required by Lender, and to maintain such insurance for the term. -
of the loan. . : P

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage 1o the Property. Lender ri‘:q:ay=:-""
make proof of loss if Grantor fails to do so within fifteen {1B) days of the casualty. Whether or not Lender's
security is impaired, Lender may, at Lender’s election, receive and retain the proceeds of any insurance and apply

IR
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DEED OF TRUST
Loan No: 5713434-1 {Continued) Page 5

-"‘SEGUF!I_:TY__A'GREEMENT: FINANCING STATEMENTS. The following provisions relating to this Deed of Trust as a
segurity agreement arg a part of this Deed of Trust:

_Sscurity Agreemem This instrument shall constitute a Security Agreement to the extent any of the Property
+ congtitutes fixtures, and Lender shall have all of the rights of a secured party under the Uniform Commercial Code
as: amended from time to time.

Secunw 1nterest Upon reguest by Lender, Granter shall take whatever action is requested by Lender to perfect
and contmue liender's security interest in the Rents and Persaenal Property. [n addition to recording this Dead of
Trust, in “the real:property records, Lender may, at any time and without further authorization from Grantor, file
executed” counterparts,_ 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, Grantor
shall not _remove sever.or detach the Personal Property from the Property. Upon default, Grantor shail assemble
any Personal Property not-affixed to the Property in a manner and at a place reasonably convenient to Granior and
Lender and make it available to Lender within three (3) days after receipt of written demand from Lender to the
extent permitted by apphcable law.

Addrasses. The. ma:lmg addreeses aof Grantor {debtor} and Lender (secured partyt from which information
cancerning the securltv fintgrest granted by this Deed of Trust may be obtained (each as required by the Uniform
Commercial Code) are as stated on: the first 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 th1s Deed of’ Trust

Further Assurancaes. At any tnme, ‘and- from time to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause to be made, executed or delivered, 1o Lender or to Lender’s designee, and when requested by
Lender, cause to be filed, recarded, refiled, or rerecorded, as the case may be, at such times and in such offices
and places as Lender may deem approptiate,.any and all such mortgages, deeds of trust, security deeds, security
agreements, financing statemenhts;, continuation statements, instruments of turther assurance, certificates, and
other dogcuments as may, in the sole apinior of Lender, be necessary or desirable in order to effectuate, complete,
perfect, continue, or preserve (1)  Grantor's abligations under the Credit Agreement, this Deed of Trust, and the
Related Documents, and (2) the lignseand secyrity interests created by this Deed of Trust as first and prior liens
on the Property, whether now owned or hereafter acquired by Grantor. Unless prohibited by law or Lender agrees
to the contrary in writing, Grantor shalt relmburse ‘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 Grantor and at Grantor's expense. For such purposes, Grantar hereby irrevocably appoints
Lender as Grantor's attorney-in-fact for the‘pufpose ol Making, executmg, delivering, filing, recording, and doing alt
other things as may be necessary or desarable, m Lender s sole opinion, to accomplish the matters referred to in
the preceding paragraph.

FULL PERFORMANCE. If Grantor pays all the lndebtedness when due, terminates the credit line account, and otherwise
performs all the obligations imposed upon Grantor under ‘this Deed of Trust, Lender shall execute and deliver to Trustee
a request for full reconveyance and shall execute and -deliver to Grantor suitable statements of termination of any
financing statement on file evidencing Lender’s security interest im- 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 entitied thereto",“and’ the recitals in the reconveyance of any matters or
facts shall be genclusive proof of the truthfulness of any such-matters or facts.

EVENTS OF DEFAULT. Grantor will be in default under this Deed of Frust'it any of the fellowing happen: (A) Grantor
commits fraud or makes a material misrepresentation at any time, in cohnectlon with the Credit Agreement. This can
include, for example, a false statement about Grantor's income, assets;” liabifities;, or any other aspects of Grantor's
financial condition. (B) Grantor does not meet the repayment terms of'thé Credit- Agreement. (C) Granteor’s action or
inaction adversely affects the collateral or Lender's rights in the coltateral. This' can include, for example, failure to
rnaintain required insurance, waste or destructive use of the dwelling, fau]ure to pay taxes, death of all persons liable on
the account, transfer of title or sale of the dwelling, creation of a:senior lienon the dweliing without Lender's
permission, foraclosure by the holder of another lien, or the use of funds or tha dw limg-for, prohibited purposes.

RIGHTS AND REMEDIES ON DEFAULT, If an Event of Befault occurs under thms Deed &f Truet at any time thereafter,
Trustee or Lender may exercise any one ar more of the following rights and remedlee E

Elaction of Remedies. Election by Lender to pursue any remedy shalf not exciude pursmt of any other remedy, and
an election to make expenditures or to take action to perform an obligation of Grantor under this Deed of Trust,
after Grantor's failure to perform, shall not affect Lender's right to dsclare a defau!t and exercrse its remedies.

Accelerate Indebtedness. Lender shall have the right at its option to declare the entlre._.--lndebtedness immediately
due and payable. R

Foreclosure. With respect to alt or any part of the Real Property, the Trustee shall have 1l e' nght to exercise its
power of sale and to fareclose by notice and sale, and Lender shall have the. right-10.. forec.loee by judicial
foreclosure, 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 shali have aII the rlghts and
remadies of a secured party under the Uniform Commercial Code. . .

Collect Rents. Lender shall have the right, without notice to Grantor to take possassion of R enage 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 requu'e any tenant or

other user of the Property to make payments of rent or use fees directly to Lender. [f the Rents are collected® by

tender, then Grantor irrevecably designates Lender as Grantor's attorney-in-fact to endorse instrupents recgived in

payment thereof in the name of Grantor and to negotiate the same and coliect the proceeds. Payments.by tenants':_
or other users to Lender in response to Lender's demand shall satisfy the obligations for which theg payments are
made, whether or not any proper grounds for the demand existed. Lender may exercise its rights: __unde_r thls‘ ¥
subparagraph either in person, by agent, or through a receiver.

Appoint Receiver. Lender shall have the right to have a receiver appointed to take possession of all or any part ofj__
the Property, with the pawer to protect and preserve the Property, 1o operate the Property preceding or pendlng
foreclosure or sale, and to collect the Rents from the Property and apply the proceeds, over and above the:gost 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 exceeds the
Indebtedness by a substantial amount. Employment by Lender shall not disqualify a person from serving &% a:-'"
receiver.

Tenancy at Sufferance. If Grantor remains in possession of the Property after the Property is sold as provided

T
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DEED OF TRUST
+ Loan No: 5713434-1 {Continued) Page 7

i T__hié. Deed of Trust has been accepted by Lender in the State of Washington.

! 'Choice.of Venue. If there is a lawsuit, Grantor agrees upon Lender's request te submit to the jurisdiction of the
5 c:ourts of. WHATCOM County, State of Washingtan.

' Joim and Ssueral Liability. All obligations of Grantor under this Deed of Trust shall be joint and several, and all
references to’ Grantor shall mean each and every Grantor. This means that each Grantor signing below is
respons:ble for all obllgattons in this Deed of Trust.

No Wiiver hy Lender Lender shall not be deemed to have waived any rights under this Deed of Trust unless such
waivet-is- glven in wiriting and signed by Lender. No delay or omission on the part of Lender in exercising any right
shall operateras & waiver of such right or any other right. A waiver by Lender of a provision of this Deed of Trust
shall not pre;udlce ar CBHEtItUte a waiver of Lender's right otherwise to demand strict compliance with that
provision “or” any “other provision of this Deed of Trust. No prior waiver by Lender, nor any course of dealing
between Lender ahd Gramor, shall constitute a waiver of any of Lender's rights or of any of Grantor’'s obligations
as to any future transactiens: Whenever the consent of Lender is required under this Deed of Trust, the granting
of such consent by<Lender in any instance shall not constitute continuing consent to subsequent instances where
such consent is réquired and in all cases such consent may be granted or withheld in the sole discretion of Lender.

Severability. If a“court of tompétent jurisdiction finds any provision of this Deed of Trust te be illegal, invalid, or
unenforceable as to any person gr circumstance, that finding shall not make the offending provision illegal, invalid,
or unenforceable as to any othér person or circumstance. |f feasible, the offending provision shall be considered
modified so that it becomries legat; valid and enforceable. If the offending provision cannot be so madified, it shall
be considered deleted *fram this Peed of Trust. Unless otherwise required by law, the illegality, invalidity, or
unenforceability of any provisior of this Deed of Trust shall not affect the legality, validity or enforceability of any
other provision of this Deed of Trust.

Successors and Assigns. Subject to any limitations stated in this Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shall be binding.upon and.inure ta the benefit 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 referénce to this Deed of Trust and the Indebtedness by way of forbearance or
extension without releasing Grantor"from the obfigations of this Deed of Trust or liability under the Indebtedness.

Time is of the Essence. Time is of the essence {ie} the pertormance of this Deed of Trust.

Waive Jury. All parties to this Dsed of Trust hereby waive the rlght ] in any action. proceeding, or
counterclaim brought by any party against any other party {Initial He ’ )

Waiver of Homestead Exemption. Grantor: herebv réleases and waives aH rights and benefits of the homestead
exemption laws of the State of Washington'as to 2ll Indebtedness secured by this Deed of Trust.

DEFINITIONS. The following capitalized words angd-terms shall have the following meanings when used in this Deed of
Trust. Unless specifically stated to the contrary, all references to dollar amounts shall mean amounts in lawful money
of the United States of America. Words and terms.used in the singular shall include the plural, and the plural shall
include the singular, as the context may reqwre Words and terms not otherwise defined in this Deed of Trust shall
have the meanings attributed to such terms in the Uniformn Commercial Code

Beneficiary. The word "Beneficiary” means PEOPLES BANK; and |ts successors and assigns.

Borrower. The word "Borrower”™ means Michael Karp and Anne Whlrledge Karp and includes all coe-signars and
co-makers signing the Credit Agreement.

Credit Agresment. The words "Credit Agreement” mean the credlt agreernent dated May 31, 2005, with credit
limit of $464,000.00 from Grantor to Lender, tagether-with-all.renewals of, extensions of, medifications of,
refinancings of, consolidations of, and substitutions for the promissory.figté-or: agreement NOTICE TO GRANTOR:
THE CREDIT AGREEMENT CONTAINS A VARIABLE INTEREST RATE :

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 security interest prowsuons re}at:ng to the Perspnal Property and
Rents. e

Default. The word "Default” means the Default set forth in this Deed of Trust |n the sect:on titled "Detault”.

Event of Default. The words "Event of Default” mean any of the events of default set forth in thls Deed of Trust in
the events of default section of this Deed of Trust. P .

Grantor. The word "Grantor” means Michael Karp and Anne Whirledge- Karp

Improvements. The word “Improvements”™ means all existing and future |mprovements, buuldlngs, structures,
mobile homes affixed on the Real Property, facilities, additions, replacements and other constructlon on the Real
Property. P

Indsbtednass. The word "Indebtedness™ means all principal, interest, and othe.(' a'mounté' ccésts and expenses
payable under the Credit Agreement or Related Documents, together with ail. renewals of, extensions - of,
modifications of, consolidations of and substitutions for the Credit Agreement of “Related Documents and any
amounts expended or advanced by Lender to discharge Grantor’s obligations or experises incurred. by Trustee or
Lender to enforce Grantor's obligations under this Deed of Trust, together with interest of, ‘such amounts as
provided in this Deed of Trust. Specifically, without limitation, Indebtedness includes alls amounts that may be
indirectly secured by the Cross-Coliateralization provision of this Deed of Trust. S

Lender. The word "Lender" means PEOPLES BANK, its successors and assigns.

Personal Property. The words "Personal Property” mean all eguipment, fixtures, and other artlcles of” personal
property now or hereafter owned by Grantor, and now or hersafter attached or affixed ta the Real Property;
together with all accessions, parts, and additions to, all replacements of, and all substitutions for, any of such:.
property; and together with all issues and profits therean and proceeds (including without I|m|tat|on all 1nsurance )
proceeds and refunds of premiums) fram any sale or other disposition of the Property. Lk

Property. The word "Praperty” 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 thls
Deed of Trust. S

Related Documents. The words "Related Documents" mean all promissory notes, credit agreements, loary~
agreements, guaranties, security agreements, mortgages, deeds of trust, security deeds, collateral mortgages, and
all other instruments, agreements and documents, whether now or hereafter e)ustlng, executed in connection wWith
the Indebtedness; provided, that the environmental indemnity agreements are not "Related Documents” and are

not secured by this Deed of Trust.
IAAMREAM M)
2005060200
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