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When Recorded Return to: Pacific Northwest Bank, 275 SE Pioneer Way, P.O. Box 1649, Oak
Harbor, Washington- 98277

DEED OF TRUST
{With Future Advance Clause)
Grantor{s): Albert R Sherman-and Lysa M Sherman
Grantee(s): Pacific Northwest Bank
Legal Description: Lot 5,:Block 15, Syndicate Addition to the town of La Conner
Assessor's Property Tax: Parcel of Account Number: 4128-015-005-0004
Reference Numbers Of Documents Asssgned or Released:

ISLAND TITLECO. R | 8 %8 o

DATE AND PARTIES. The date of thls Deed Of Trust {Security Instrument) is July 30, 2001,
The parties and their addresses are: - S

GRANTOR:
ALBERT R SHERMAN
517 Laurel St
LaConner, Washington 98257
Husband

LYSA M SHERMAN

517 Laurel St

LaConner, Washington 98257
and wife

TRUSTEE:
ISLAND TITLE COMPANY - BURLINGTON
Corporation
839 South Burlington Bivd
PO Box 670
Burlington, Washington 98233-0870

LENDER:
PACIFIC NORTHWEST BANK
Organized and existing under the laws of Washington
275 S.E. Pioneer Way AT e
P.O. Box 1649 B
Oak Harbor, Washington 98277
91-0666270

1. CONVEYANCE. For good and valuable consideration, the receipt and sufficiency of which is
acknowledged, and 1o secure the Secured Debts and Grantor's performance under this Security
Instrument, Grantor irrevocably grants, conveys and sells to Trustee, in trust for the beneflt of
Lender, with power of sale, the following described property:

EXHIBIT "A" Lot 5, Block 15, "MAP OF SYNDICATE ADDITION TO THE TOWN OF LA
CONNER, SKAGIT CO., WASH.", as per plat, recorded in Volume 2 of Plats, page 109, records__,..--'"
of Skagit County, Washington. Sltuated in Skagit County, Washington.
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* . The property is located in Skagit County at 517 Laurel St, LaConner, Washington 98257,

__,-Together with all rights, easements, appurtenances, royalties, mineral rights, il and gas rights,
all' water and riparian rights, wells, ditches and water stock and all existing and future
51mprovements, structures, fixtures, and replacements that may now, or at any time in the
;__future be part of the real estate described (all referred to as Property). This Security Instrument
will remain in effect until the Secured Debts and all underlying agreements have been terminated
in writing by Lender.

2. MAXIMUM OBLIGATION LIMIT. The total principal amount secured by this Security
instrument-at any one time will not exceed $10,000.00. This limitation of amount does not
include mterest and other fees and charges validly made pursuant to this Security Instrument.
Also, thig Irmltatron ‘does not apply to advances made under the terms of this Security
Instrument to protect Lender s security and to perform any of the covenants contained in this
Security Instrument

3. SECURED DEBTS Thfs Securrty Instrument will secure the following Secured Debts:

A. Specific Debts Thie following debts and all extensions, renewals, refinancings,
modifications and replagements. A promissory note, dated July 30, 2001, from Grantor to
Ltender, with a maximum credit limit of $10,000.00 with an initial interest rate of 7.750
percent per year: maturlng ‘on “July 30, 2026. One or more of the debts secured by this
Security Instrument contalns a future advance provision.

B. Sums Advanced. Aﬂ sums® advanced and expenses incurred by Lender under the terms of
this Security Instrument.- :

4. PAYMENTS. Grantor agrees that all payments under the Secured Debts will be paid when
due and in accordance with the terms of- the Secured Debts and this Security instrument.,

5. WARRANTY OF TITLE. Grantor warrants that Grantor is or will be lawfully seized of the
estate conveyed by this Security Instrument and has the right to irrevocably grant, convey and
sell the Property to Trustee, in trust, W|th ‘power of sale. Grantor also warrants that the
Property is unencumbered, except for encumbrances of record.

6. PRIOR SECURITY INTERESTS. With reﬁard to any other mortgage, deed of trust, security
agreement or other lien document that’ created a prior security interest or encumbrance on the
Property, Grantor agrees: L

A. To make all payments when due and to perform or comply with all covenants.
B. To promptly deliver to Lender any notices that_,_-Gran.tor receives from the holder.

C. Not to allow any modification or extension of, nor to request any future advances under
any note or agreement secured by the lien document wrthout Lender's prior written consent.

7. CLAIMS AGAINST TITLE. Grantor will pay alt taxes assessments, liens, encumbrances,
lease payments, ground rents, utilities, and other charges relating to the Property when due.
Lender may require Grantor to provide to Lender copies of all notices that such amounts are due
and the receipts evidencing Grantor's payment. Grantor will defend title to the Property against
any claims that would impair the lien of this Security Instrument. -Grantor agrees to assign to
Lender, as requested by Lender, any rights, claims or defenses Grantor mav have against parties
who supply labor or materials to maintain or improve the Property

8. DUE ON SALE. Lender may, at its option, declare the entire balance of the Secured Debts to
be immediately due and payable upon the creation of, or contract for the-creation of, a transfer
or sale of the Property. This right is subject to the restrictions |mposed by federal law governing
the preemption of state due-on-sale laws, as applicable. :

9. WARRANTIES AND REPRESENTATIONS. Grantor has the right and authonty o enter into
this Security Instrument. The execution and delivery of this Security lnstrument wrll not violate
any agreement governing Grantor or to which Grantor is a party. R

10. PROPERTY CONDITION, ALTERATIONS AND INSPECTION. Grantor wnll keep the Propertv
in good condition and make all repairs that are reasonably necessary. Grantor. will not commit or
allow any waste, impairment, or deterioration of the Property. Grantor will keep the Propertv
free of noxious weeds and grasses. Grantor _agrees that the nature of the occupancy and use
will not substantially change without Lender's prior written consent. Grantor will’ not permlt any
change in any license, restrictive covenant or easement without Lender’s prior written consent,
Grantor will notify Lender of all demands, proceedings, claims, and actions against. Grantor and"*-.:_
of any loss or damage to the Property.

Lender or Lender's agents may, at Lender's option, enter the Property at any reasonable tlme for:_:
the purpose of inspecting the Property. Lender will give Grantor notice at the time of or. before s
an inspection specifying a reasonable purpose for the inspection. Any inspection of tha Propertv'"... <
will be entirely for Lender's benefit and Grantor will in no way rely on Lender’s inspection.
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~ 11 AUTHORITY TO PERFORM. If Grantor fails to perform any duty or any of the covenants
o contalned in this-Security Instrument, Lender may, without notice, perform or cause them to be
erformed Grantor appoints Lender as attorney in fact to sign Grantor’'s name or pay any
amount necessary for performance. lender's right to perform for Grantor will not create an
obligation to perform, and Lender's failure to perform will not preclude Lender from exercising
‘any-of. Lender's other rights under the law or this Security Instrument. [If any construction on
‘the Property. is discontinued or not carried on in a reasonable manner, Lender may take all steps
necessary to protect Lender's security interest in the Property, including completion of the
constructlon i

12. ASSIGNMENT OF LEASES AND RENTS. Grantor irrevocably grants, bargains and conveys
to Trustee, n trust for the benefit of the Lender, as additional security all the right, title and
interest in;airjd' 16 ar‘ry"_‘and all:

A. Existing or__".fut'ure.leases, subleases, licenses, guaranties and any other written or verbal
agreements for.the. use and occupancy of any portion of the Property, including any
extensions, renewals modlflcatlons or substitutions of such agreements (all referred to as
leases). R

B. Rents, issues and proflts (all referred to as Rents}, including but not limited to security
deposits, minimum rent,’percentage rent, additional rent, common area maintenance charges,
parking charges, real estate taxes, other applicable taxes, insurance premium contributions,
liguidated damages followinhg ‘default, cancellation premiums, "loss of rents” insurance, guest
receipts, revenues,  royalties, proceeds, bonuses, accounts, contract rights, general
intangibles, and all rights and claims which Grantor may have that in any way pertain to or
are on account of the use or occupancy of the whole or any part of the Property.

Grantor will promptly provide _:__Lé'r:rd’er with true and correct copies of all existing and future
Leases. Grantor may coilect,: receive, enjoy and use the Rents so long as Grantor is not in
default under the terms of this'Secutity Instrument.

Grantor agrees that this assignment.is. immediately effective between the parties to this Security
Instrument and effective as to third parties on“the recording of this Security Instrument. This
assignment will remain effective until the Secured Debts are satisfied.  Grantor agrees that
Lender or Trustee may take actual:possession of any non-homestead property without the
necessity of commencing legal action’and that actual possession is deemed to occur when
Lender, or its agent, notifies Grantor bf’t_;_iefault and demands that any tenant pay all future
Rents directly to Lender. When the proper__tv._ is the homestead of Grantor or Grantor's successor
in interest, Lender may seek the appointment of a: ‘reéeiver to take charge of the Property,
collect the Rents, and apply the Rents in accordance ‘with this Security Instrument. On receiving
notice of default, Grantor will endorse and delrver to Lender any payment of Rents in Grantor's
possession and will receive any Rents in trust for'Lender’'and will not commingle the Rents with
any other funds. Any amounts collected will be’ applred as provrded in this Security Instrument.
Grantor warrants that no default exists under the Leasés. or_any-applicable landlord/tenant law.
Grantor also agrees to maintain and require any tenant to comply with the terms of the Leases
and applicable law. T

13. DEED OF TRUST COVENANTS. Grantor agrees “that+ the covenants in this Security
instrument are material obligations under the Secured Debts and this:Security Instrument. If
Grantor breaches any covenant in this Security Instrument. Lender: may refuse to make
additional extensions of credit or may reduce the credit limit. Bv not exercrsmg either remedy
on Grantor's breach, Lender does not waive Lender's right to later con5|der the event a breach if
it happens again. ; .

14. DEFAULT. Grantor will be in default if any of the followmg occur

A. Fraud. Grantor engages in fraud or material mlsrepresentatron in ccnnectlon with the
Secured Debts. L -

B. Payments. Any party obligated on the Secured Debts fails to make a payment ‘when due.

C. Property. Any action or inaction occurs that adversely affects the, Property or. Lender s
rights in the Property. o H

15. REMEDIES ON DEFAULT. In addition to any other remedy available undér the’ "terrﬁs of this
Security Instrument, Lender may accelerate the Secured Debts and foreclose this. Securlty
Instrument in a manner provided by law if Grantor is in default. In some instances, federal and
state law will require Lender to provide Grantor with notice of the right to cure, or: other notlces
and may establish time schedules for foreclosure actions. : .

At the option of the Lender, all or any part of the agreed fees and charges, accrued mterest and. i
ptincipal will become immediately due and payable, after giving notice it required by law,: ‘Upon
the occurrence of a default or anytime thereafter. Lender will be entitled to, without Ilmltataon
the power to sell the Property.

If there is a default, Trustee will, at the request of the Lender, advertise and sell the Property a.s___-_...
a whole or in separate parceis at public auction to the highest bidder for cash and conusy
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absolute title free and clear of all right, title and interest of Grantor at such time and place as
__Trustee designates. Trustee will give notice of sale including the time, terms and place of sale
- arid‘a description of the Property to be sold as required by applicable law in effect at the time of

+~the proposed sale.

Upen sale of the Property and to the extent not prohibited by law, Trustee will make and deliver
‘a tjeeq to-the Property sold which conveys absolute title to the purchaser, and after first paying
-all fees,-charges and costs, will pay to Lender all moneys advanced for repairs, taxes, insurance,
liens, ‘assessments and prior encumbrances and interest thereon, and the principal and interest
on:the Secured Debts, paying the surplus, if any, to Grantor. Lender may purchase the
Property The remtals in any deed of conveyance will be prima facie evidence of the facts set
forth' therem '

The acceptance by Lender of any sum in payment or partial payment on the Secured Debts after
the balance is ‘due or'is accelerated or after foreclosure proceedings are filed will not constitute
a waiver of Lender’ s raght to require complete cure of any existing default. By not exercising
any remedy on Mortgag_or s default, Lender does not waive Lender's right to later consider the
event a default if it.happens again.

16. EXPENSES; ADVANCES-ON COVENANTS; ATTORNEYS' FEES; COLLECTION COSTS. If
Grantor breaches any covenant in this Security Instrument, Grantor agrees to pay all expenses
Lender incurs in performirig such covenants or protecting its security interest in the Property.
Such expenses include, but. are® not limited to, fees incurred for inspecting, preserving, or
otherwise protecting ‘the.-"’PrOperty: and Lender's security interest. Grantor agrees to pay all costs
and expenses incurred by Lender. in collecting, enforcing, or protecting Lender's rights and
remedies under this Security Instrument. Expenses inciude, but are not limited to, attorneys'
fees, court costs and other Iegal éxpenses. These expenses are payable on demand and will
bear interest from the date of____pay_ment until paid in full at the highest interest rate in effect as
provided for in the terms of: Secured. Debts. To the extent permitted by the United States
Bankruptcy Code, Grantor agrees 10 pay’ ‘the reasonable attorneys’ fees Lender incurs to collect
the Secured Debts as awarded by eny court exercising jurisdiction under the Bankruptcy Code.
This Security Instrument will remam |n effect untll released. Grantor agrees to pay for any
recordation costs of such release. A

17. ENVIRONMENTAL LAWS AND H‘ngnoous SUBSTANCES. As used in this section, (1}
Environmental Law means, without limitation, the Comprehensive Environmental Response,
Compensation and Liability Act (CERCLAJ; all other federal, state and local laws, regulations,
ordinances, court orders, attorney general opinions or-interpretive letters concerning the public
health, safety, welfare, environment or a hazardous substance; and (2} Hazardous Substance
means any toxic, radioactive or hazardous matenal waste pollutant or contaminant which has
characteristics which render the substance dangerous or: potentially dangerous to the public
health, safety, welfare or envircnment. The termt. includes, without limitation, any substances
deflned as "hazardous material," "toxic substance;" "hazardous waste " "hazardous substance,"
r "regulated substance” under any Environmental Law

Grantor represents, warrants and agrees that:

A. Except as previously disclosed and acknowledged in wrltrng to Lender, no Hazardous
Substance is or will be located, stored or released on'orinthe’ Property This restriction does
not apply to small quantities of Hazardous Substances that are generally recognized to be
appropriate for the normal use and maintenance of the Property

B. Except as previously disclosed and acknowledged in wrrtmg to Lender Grantor and every
tenant have been, are, and will remain in full compliance W|th any applrcable Environmental
Law.

C. Grantor will immediately notify Lender if a release or threatened reiease of a Hazardous
Substance occurs on, under or about the Property or there is a viclation of ‘any Environmental
Law concerning the Property. In such an event, Grantor will take aii necessary remedial
action in accordance with any Environmental Law. O : :

. Grantor will immediately notify Lender in writing as soon as Grantor has: reason to believe
there is any pending or threatened investigation, claim, or proceeding relatmg tothe release
or threatened release of any Hazardous Substance or the violation of any Enwrenmental Law

18. CONDEMNATION. Grantor will give Lender prompt notice of any pendmg or threatened
action by private or public entities to purchase ‘or take any or all of the Property through
condemnation, eminent domain, or any other means. Grantor authorizes Lender to intervene in
Grantor's name in any of the above described actions or claims. Grantor assigns to-Lender the..
proceeds of any award or claim for damages connected with a condemnation or other:taking .of :
all or any part of the Property. Such proceeds will be considered payments and will be app"lied
as provided in this Security Instrument. This assignment of proceeds is subject to the terms ef-'
any prior mortgage, deed of trust, security agreement or other fien document. :

19. INSURANCE. Grantor agrees to keep the Property insured against the risks reasonably,-r’"
associated with the Property. Grantor will maintain this insurance in the amounts Lender
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reqwres This insurance will last until the Property is released from this Security Instrument.
" Gfantor may choose the insurance company, subject to Lender's approval, which will not be

= l_._!n.reasonably withheld. All insurance policies and renewals will include a standard "mortgage
' __aclaljse “and, where applicable, "loss payee clause.”

Grantor will give Lender and the insurance company immediate notice of any loss. All insurance
proceeds will be applied to restoration or repair of the Property or to the Secured Debts, at
'~Lender s-option. |f Lender acquires the Property in damaged condition, Grantor's rights to any
insurance poIrcles and proceeds will pass to Lender to the extent of the Secured Debis.

Grantor will; :mmedlately notify Lender of cancellation or termination of insurance. If Grantor
fails:to. keep the .Property insured Lender may obtain insurance to protect Lender's interest in the
Property Thrs insurance may include coverages not originally required of Grantor, may be
written by a c__ornpany other than one Grantor would choose, and may be written at a higher rate
than Gran‘ft‘or‘“eodid obtain if Grantor purchased the insurance.

20. ESCROW FOR TAXES AND INSURANCE. Grantor will not be required to pay to Lender
funds for taxes and rnsurance in escrow.

21. CO-SIGNERS. If Grantor signs this Security Instrument but does not sign the Secured
Debts, Grantor does so oply to convey Grantor's interest in the Property to secure payment of
the Secured Debts and Grantor does not agree to be personally liable on the Secured Debts. |If
this Security Instrument secures.a guaranty between Lender and Grantor, Grantor agrees to
waive any rights that may prevent Lender from bringing any action or claim against Grantor or
any party indebted under the obligation. These rights may include, but are not limited to, any
anti-deficiency or one- actlon laws. *

22. SUCCESSOR TRUSTEE Lender, at Lender's option, may from time to time remove Trustee
and appoint a successor wrthout ‘any other formality than the designation in writing. The
successor trustee, without con\reyance of ‘the Property, will succeed to all the title, power and
duties conferred upon Trustee by thls Secunty Instrument and applicable law.

23. USE OF PROPERTY. The real property conveyed by this Security Instrument is not used
principally for agricultural purposes.

24. OTHER TERMS. The following are appllcable to this Security Instrument:

A. Line of Credit. The Secured Debts include a revolving line of credit provision. Although
the Secured Debts may be reduced to a zero balance, this Security Instrument will remain in
effect until the Secured Debts and all underlymg agreements have been terminated in writing
by Lender. :

25. APPLICABLE LAW. This Security Instrument is governed by the laws of Washington,
except to the extent otherwise required by the Iaws of: the jurisdiction where the Property is
located, and the United States of America.

26. JOINT AND INDIVIDUAL LIABILITY AND SUCCESSDRS Each Grantor's obligations under
this Security Instrument are independent of the obllgatlons of any other Grantor. Lender may
sue each Grantor individually or together with any other. Grantor. ' Lender may release any part
of the Property and Grantor will still be obligated under thls Security instrument for the
remaining Property. The duties and benefits of this Securlty Instrument W|II bind and benefit the
successors and assigns of Lender and Grantor. ;

27. AMENDMENT, INTEGRATION AND SEVERABILITY. Thls Securlty Instrument may not be
amended or modified by oral agreement. No amendment ‘or. modlﬁcatron of this Security
Instrument is effective unless made in writing and executed. by Grantor and Lender. This
Security Instrument is the complete and final expression of the agreement If any provision of
this Security Instrument is unenforceable, then the unenforceable provrsron WI|| be severed and
the remaining provisions will still be enforceable. : S

28. INTERPRETATION. Whenever used, the singular includes the plural and the plural includes
the singular. The section headings are for convenience only and are not to be used to mterpret
or define the terms of this Security Instrument. : :

29. NOTICE, FINANCIAL REPORTS AND ADDITIONAL Documsms. .-="‘urjiress‘:“'oﬂie_rwise
required by law, any notice will be given by delivering it or mailing it by beth _first class and
either registered or certified mail, return receipt requested, to the appropriate; party s address
listed in the DATE AND PARTIES section, or to any other address designated in wrltrng Notrce
to one party will be deemed to be notice to all parties. Grantor will inform Lender in” writing ‘of
any change in Grantor's name, address or other application information. Grantor"will provide’ .
Lender any financial statements or information Lender requests. Al financial statements and
information Grantor gives Lender will be correct and complete. Grantor agrees to sign, deliver, -

and file any additional documents or certifications that Lender may consider necessary i
perfect, continue, and preserve Grantor’s obligations under this Security Instrument and to-""__ A

confirm Lender's lien status on any Property. Time is of the essence.
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‘:1;0’.'”-_:_AGREEMENT TO ARBITRATE. Lender or Grantor may submit to arbitration any dispute,
“claim or other matter in question between or among Lender and Grantor that arises out of or

~ _telates to this Transaction (Dispute), except as otherwise indicated in this section or as Lender

a‘na___.G'r_gntor agree to in writing. For purposes of this section, this Transaction includes this
Sedurity Instrument and any other documents, instruments and proposed loans or extensions of
“credit .-thét"'relate to this Security Instrument. Lender or Grantor will not arbitrate any Dispute
“within any "core proceedings” under the United States bankruptcy laws.

Lender and Grantor must consent to arbitrate any Dispute concerning a debt secured by real
estate at the time of the proposed arbitration. Lender may foreclose or exercise any powers of
sale" _agamst re_ai property securing a debt underlying any Dispute before, during or after any
arbitration. Lender may aiso enforce the debt secured by this real property and underlying the
Dispute before, during or after any arbitration.

Lender or-Grantor may:seek provisional remedies at any time from a court having jurisdiction to
preserve the rights-of or to prevent irreparable injury to Lender or Grantor. Foreclosing or
exercising a power of sale, beginning and continuing a judicial action or pursuing self-help
remedies will not constitute a waiver of the right to compel arbitration.

The arbitrator will determine whether a Dispute is arbitrable, A single arbitrator will resolve any
Dispute, whether individ’ual‘or joint in nature, or whether based on contract, tort, or any other
matter at law or in-equity.” “The arbitrator may consolidate any Dispute with any related
disputes, claims or cher matters in guestion net arising out of this Transaction. Any court
having jurisdiction may enter a judgment or decree on the arbitrator's award. The judgment or
decree will be enforced as any other judgment or decree.

Lender and Grantor acknowledge that the agreements, transactions or the relationships which
result from the agreements ©r transactions between and among Lender and Grantor involve
interstate commerce. The Umted States Arbitration Act will govern the interpretation and
enforcement of this section. : :

The American Arbitration Assocnatmn s Commercual Arbitration Rules, in effect on the date of
this Security Instrument, will govern the: ‘selection of the arbitrator and the arbitration process,
unless otherwise agreed to in this Secuﬂtv !netrument or another writing.

31. WAIVER OF TRIAL FOR ARBlTRATION Lender and Grantor understand that the parties
have the right or opportunity to litigate .any Dispute through a trial by judge or jury, but that the
parties prefer to resolve Disputes through arbitration instead of litigation. [f any Dispute is
arbitrated, Lender and Grantor voluntarily: and knowmgly waive the right to have a trial by jury
or judge during the arbitration. AT

SIGNATURES. By signing. Grantor agrees to the ;é?ms ajid? covehants contained in this Security
Instrument. Grantor also acknowledges receipt of a copy of this Security Instrument.

GRAl\?})ﬂﬂ/{M‘ﬁz\

P

M Sherman

ACKNOWLEDGMENT.

(Indwudual) -
| certify that | know or have sa |sfactory evidencelthat Albert R Sherman Husband and Lysa M

Sherman, and wife, isfare the person(s) who appeared before me; and.said person(s)
acknowledged that he/she/they signed this instrument and acknowledged |t to be a free and
voluntary act for the uses and purposes mentioned in the instrument. :

Dated: 7-F-0/

Notary Pubiic in and for the State of

My appointment expires: 4 ~-f-02 ashipgton, residipg at)

KAREN 1. POIRIER
STATF OF WASHINGTCN
NOTARY --o- PUBLIC
Y CONEISSION EXPIRES 1-01-02

— A
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REQUEST FOR RECONVEYANCE
POt {Not to be completed until paid in full)
TO TRUSTEE:
“The undersigned is the holder of the note or notes secured by this Security Instrument. Said
note of notes, together with all other indebtedness secured by this Security Instrument, have
been paid in full. You are hereby directed to cancel this Security Instrument, which is delivered

hereby, and to reconvey, without warranty, all the estate now held by you under this Security
Instrument.-to the._.:_ﬁerson or persons legally entitled thereto.

{Authorized "’Lehtie_r Siénature) {Date)

<mnwmnmmmmmmmmww .
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