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MORTGAGE

DATE: November 13, :;200"3
Reference # (if appllcable) 109796—P Additional on page
Grantor(s):

1. SCHWARB, RICHARD L

2. SCHWAB, ANN - .

3. TORCH INVESTMENTS L L C
Grantee(s}

1. Whidbey Island Bank
Legal Description: PTN OF SW 1/4 O_I_—'“ SE 1/4,14-34-3 E W. M. Additional on page 2

Assessor’'s Tax Parcel ID#: 34031 4{4;01_}-0'_1 00

THIS MORTGAGE dated November 13,:'"‘-:._2003, is made and executed between TORCH
INVESTMENTS, L.L.C., a Washington Limited Liabilit#.Company as to an undivided 45%
interest

RICHARD SCHWAB and ANN SCHWAB, husband and w1fe as to an undivided 55% interest
(referred to below as "Grantor")} and Whidbey ' ls!a_nd Bank, whose mailing address is 1800 S.
Burlington Ave., P.O. Box 302, Burlington, WA 98233 (referred to below as "Lender").
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MORTGAGE
(Continued) Page 3

; /reléase or threatened release occurring prior to Grantor's ownersship or interest in the Praperty, whether or not the

¢ /-damé was or should have been known to Grantor. The provisions of this section of the Mortgage, including the

obligation-to indemnify, shall survive the payment of the Indebtedness and the satisfaction and reconveyance of

“'thelien.of this Mortgage and shall not be affected by Lender's acquisition of any interast in the Property, whether
by fofeclosiire, or otherwise.

[\lunsance, Weste Grantor shall not cause, conduct or permit any nuisance nor commit, permit, or suffer any
strrpplng of of waste on or to the Property or any partion of the Proparty. Without limiting the generality of the
feregoing, ‘Grantei will not remove, or grant to any other party the right to remove, any timber, minerals (including
oil'and gas], codal, clay, scoria, soil, gravel or rock products without Lender’s prior written consent.

Removal of’ Imprcvements Grantor shall not demolish or remove any Improvements from the Real Property
without .Lendér's. prigr_written consent. As a condition to the removal of any Improvements, Lender may require
Grantor to make arrang_ements satisfactory to Lender to replace such Improvements with Improvements of at least
equal value, AT

Lendet’s Right to Enter Lehder and Lender's agents and representatives may enter upon the Real Property at all
reasonabte times to- attend to Lender's interests and to inspect the Real Property for purposes of Grantor's
compliance W|th the terms and condltlons of this Mortgage.

Compliance W|th Governmemal Requirements.  Grantor shall promptly comply, and shall promptly cause
compliance by all agents, tenants of other persons or entities of every nature whatsoever who rent, lease or
atherwise use or occupy the Property in any manner, with all laws, ordinances, and regulations, now or hereafter
in effect, of all governmental aL_lt_h_ontles applicable to the use or occupancy of the Property, including without
limitation, the Americans With-Disabilities Act. Grantor may contest in good faith any such law, ordinance, or
regulation and withhold compliance during any proceeding, including appropriate appeals, so long as Grantor has
notified Lender in writing; prior to deing so and so long as, in Lender's sole opinion, Lender's interests in the
Property are not jeopardized.. Lender may.require Grantor to post adequate security or a surety bond, reasonably
satisfactory to Lender, to pmtect Lender 5 interest.

Duty to Protect. Grantor agrees ne;ther ‘o abandon or leave unattended the Property. Grantor shall do all other
acts, in addition to those acts set.forth’ above in this section, which frem the character and use of the Property are
reasonably necessary to protect and preseme the Property

DUE ON SALE - CONSENT BY LENDER. : Lender may, ‘at Lender's option, (A} declare immadiately due and payable all
sums secured by this Mortgage or (B} “increase ‘the interest rate provided for in the Credit Agreement or other
decument evidencing the Indebtedness and im'pds"e such ather conditions as Lender deems appropriate, upon the sale or
transfer, without Lender's prior written consent,-of all.6r any part of the Real Property, or any interest in the Real
Property. A "sale or transfer” means the convavance of Raal Property or any right, title or interest in the Real Property;
whether legal, beneficial or eguitable; whether voluntaw of involuntary; whether by outright sale, deed, installment sale
contract, land contract, contract for deed, leasehold interast with a term greater than three (3) years, lease-option
contract, or by sale, assignment, or transfer of any:beneficial interest in or to any land trust holding title to the Real
Property, or by any other method of conveyance of an interest in the Real Property. If any Grantor is a corporation,
partnership or limited liability company, transfer also’ includes any: change in ownership of more than twenty-five
parcant (25%]) of the voting stock, partnership interests or limiteg: I|ab|llty company interests, as the case may be, of
such Grantar. However, this option shall not ba exercisad by Lender if such axercise is prohibited by federa! law or by
Washingtan law. L

TAXES AND LIENS. The following provisions relating to tha taxes and llens on the Property are part of this Mortgage:

Payment. Grantor shall pay when due (and in all events ‘prior to: dellnquency) all taxes, payroll taxes, special taxes,
assessments, water charges and sewer service charges levied agalnst ‘ar-an account of the Property, and shall pay
when due all claims for wark done an or for services rendersd ‘or material furnished to the Property. Granter shall
maintain the Property free of any liens having priority over or aqual to the interest of Lender under this Mortgage,
except for those liens speclflcally agreed to in writing by Lender; and except fur the lien of taxes and assessments
not due as further specified in the Right to Contest paragraph. :

Right 1o Contest, Grantor may withhold payment of any tax, assessmem of cialm in connection with a good faith
dispute aver the obligation to pay, so long as Lender's interest in the Property is hot. jeopardlzed If alien arises or
is filed as a result of nonpayment, Grantor shall within fifteen {15) days dfter-the_lien arises or, if a lien is filed,
within fifteen (15) days after Grantor has notice of the filing, secure the dlscharge of the lien, or if requested by
Lender, depasit with Lender cash or a sufficient corporate surety bond or other secunty satisfactory to Lender in an
amount sufficient to discharge the lien plus any costs and attorneys’ fees. ‘or other charges that could accrue as a
result of a foreclosure ar sale under the lien. In any contest, Grantorishall defend itdélf and Lender and shall
satisfy any adverse judgment before enforcement against the Property. Grantor shall name Lender as an additional
obligee under any surety bcnd furnished in the contest proceedings. .

Evidence of Payment. Grantor shall upan demand furnish to Lender satisfactory. evtdence of payment of the taxes
or assessments and shall authorize the appropriate governmental official to dehver to Lender at any time a written
statement of the taxes and assessments against the Property. : :

Motice of Construction. Grantor shall notify Lender at least fifteen (15} days before Aany work is commenced any
services are furnished, or any materials are supplied to the Property, if any mechanic’s lign, m_atenalmen s lien, or
other lien could be asserted on account of the work, services, or materiais and the .éost gxceeds.$1,000.00.
Grantor will upon request of Lender furnish to Lender advance assurances satisfactory to+ Lender that Grantor can
and will pay the cost of such improvements.

PROPERTY DAMAGE INSURANCE. The foliowing provisions relating to insuring the Property are 2 part of this
Mortgage: .

Maintenance of Insurance. Grantar shall procure and maintain policies of fire insurance with"'etandard 'ext'en"ded
coverage endorsements on a replacement basis for the full insurable value covaring all Improveménts’ on‘the Real

Propertv in an amount sufficient to avoid application of any ceinsurance clause, and with a standard mortgagee__
clauge in favor of Lender. Policies shall be written by such insurance companies and in such forry as’ may hé -

reasonably acceptable to Lender. Grantor shall deliver to Lender certificates of coverage from each ingdr

containing a stipulation that coverage will hot be cancelled or diminished without a minimum of ten (10} days" pnor*-’
written notice to Lender and not centaining any disclaimer of the insurer's liability for failure to give such netice;
Each insurance policy also shall include an endorsement providing that coverage in favor of Lender will fiot’bg 7
|mpa|red 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 to obtain and maintain Federal Flood Insurance, if avaiiable, within 45 days after notige
is given by Lender that the Property is located in a speclal flood hazard area, for the full unpaid principal balanée of
the loan and any prior liens on the property securing the loan, up to the maximum policy limits set under the

HIR
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MORTGAGE
(Continued) Page 5

agreemem are a part of this Morntgage:

“"Securrtv Agresment. This instrument shall constitute a Security Agreement to the extent any of the Froperty
_-constitutes fixtures, and Lender shall have all of the rights of a secured party under the Uniform Commercial Code
as amended from time to time.

Securltv Interest Upon request by Lender, Grantor shall execute financing statements and take whatever other
action is reguested by Lender to perfect and continue Lendet's secuUrity interest in the Rents and Personal Property.
In addition te recerding this Mortgage in the real property records, Lender may, at any time and without further
authonzatmn from “Grantor, file executed counterparts, copies or reproductions of this Mortgage as a financing
statement. Grantor.shall reimburse Lender for all expenses incurred in perfecting or continuing this secutity
intesest. Upon default Grantor shall not remove, sever or detach the Personal Property from the Praperty. Upon
default, » Gr_antor shal{._assembfe any Personal Property not affixed to the Property in a manner and at a place
reascnably convenient te: Grantor and Lender and make it available to Lender within three (3) days after receipt of
written demand from Liender to the extent permitted by applicable law.

Addresses. The: i:rrailirr.r} e'ddresses of Grantor {debtor) and Lender {secured party) from which information
concerning the Security interast grantsd by this Mortgage may be obtained (each as required by the Uniform
Commercial Code} are'as: stated on the first page of this Mortgage.

FURTHER ASSURANCES, ATTDRNEY—IN FACT. The following provisions relating to further assurgneces and
attorney-in-fact are a part of this Mcrtgage

Further Assurances. At any tlme, and from time to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause toBe made. executed or deliverad, to Lender ar 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 déem appropriate, any and all such mortgages, deeds of trust, security deeds, security
agreements, financing statements, continuation statements, instruments of further assurance, certificates, and
ather documents as may, in the sole opmmn of Lender, be necessary or desirable in order 1o affectuate, complete,
perfect, continue, or preserve 1) .~ Bofrower's and Grantor's obligations under the Credit Agreemant, this
Mortgage, and the Related Documents and {2) the liens and security interests created by this Mortgage as first
and prior liens on the Property, whHethar now owned or hereafter acquired by Grantar. Unless prohibited by law or
Lender agrees to the contrary im. wntlng, Grantor, shall reimburse Lender for all costs and expenses incurred in
connection with the matters referred to'in thls paragraph

Attarney-in-Fact, |f Grantor fails to 80 arw-_c;f the things referred 1o in the praceding paragraph, Lender may do so
for and in the name of Grantor and at Grantor’s expense. For such purposses, Grantor hereby irrevocably appoints
Lender as Grantor's attorney-in-fact for the pirpose ‘of making, executing, delivering, filing, recording, and doing all
other things as may be necessary or deswable Jn Lﬂnder s sole apinion, to accamplish the matters referrad to in
the preceding paragraph. :

FULL PERFORMANCE. If Borrower pays all the lndebtedness when due, terminates the credit line account, and
otherwise performs all the obligations imposed upon:Grantor under this Mortgage, Lender shall execute and deliver to
Grantor a suitable satisfaction of this Mortgage and smtable staterments of termination of any financing statement on
file evidencing Lender's security interest in the Rents and the Persanal Property. Grantor will pay, if permitted by
applicable law, any reasonable termination fee as determined by Lender from time to time,

EVENTS OF DEFAULT. Grantor will be in default under this* Mortgage rf any of the following happen: (A) Grantor
commits fraud or makes a material misrepresentation at any time in cpnnection with the Credit Agreement, This can
include, for example, a false statement about Borrower's or:Grantor's jncome, assets, liabilities, or any other aspects of
Borrower's or Grantor's financial condition. (B} Borrower doas 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 include, for
example, failure to maintain required insurance, waste or destructive ude of the dwelling, failure to pay taxes, death of
all persons liable on the account, transfar of titte or sale of the dweHrng, creation of a senior lien on the dwelling
without Lender's permission, foreclosure by the holder of another Iren or the usa af funds or the dwelling for prohibited
purposes.

RIGHTS AND REMEDIES ON DEFAULT. Upon the occurrence of an E\rent of: Defau!t and at any time thereafter, Lender,
at Lender's option, may exercise any one or more of the following rights-and remedles |n addmon to any other rights or
remadies provided by law: ) :

Accelerate Indebtedness. Lender shall have the right at its option withou!;"nntice té Grantor to declare the entire
Indebtedness immediately due and payablse, including any prepayment pe’nelty whic'h ﬁrantor would be required to
pay. :

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

Collect Rents. Lender shall have the right, without natice to Borrower or Grant'er, to ;a’keﬁpossession of the
Property and collect the Rents, including amounts past due and unpaid, and apply the het proceeds, over and
above Lender's costs, against the Indebtedness. In furtherance of this tight, Lerider-may requite any tenant or
other user of the Property to make payments of rent or use fees directly to Lendsr, If the Rents are collected by
Lander, then Grantor irrevocably designates Lender as Grantor's attorney-in-fact to endorse instfurnents received in
payment thereof in the name of Grantor and to negotiate the same and collect the procegds,” 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 ex-rmse its’ rlghts sinder this
subparagraph either in person, by agent, or through a receiver. o

Appoint Receiver, Lender shall have the right to have a receiver appointed to take possassron of aﬂ or, anv part of
the Property, with the power to protect and preserve the Froperty, to operate the Property preceding of pending
foreclosure or sals, and to collect the Rents from the Propetty and apply the proceeds, over and above.the cast.of
the receivership, against the Indebtedness. The receiver may sarve 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 as“a *
receiver, E :

Judicial Foreclosure. Lender may obtain a judicial decree foreclosing Grantor's interest in all o ani«“"part"q hgf
Property. P

Nonjudicial Sale. if permitted by applicable law, Lender may forectose Grantor's interest in all or in any part of theuu__
Personal Property or the Real Property by non-judicial sale.

Deficiency Judgment. If permitted by applicable law, Lender may obtain a judgment for any deficiency remainin
tha Indebtedness due to Lender after application of all amounts raceived from the exercise of tha rights provided in

AR
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MORTGAGE
{Continued) Page 7

orrunenforceable as to any other person or circumstance. [f feasible, the offending provision shall be considered

tnodified so that it becomes legal, valid and enforceable. [f the offending provision cannot be so madified, it shall
ke considered deleted from this Mortgage. Unless otherwise required by law, the illegality, invalidity, or

< unenforceability of any provision of this Mortgage shall not affect the legality, validity or enforceability of any other
provision of:this Mortgage.

Merger There shall be no merger of the interest or estate created by this Mortgage with any other interest or
astate in the Property at any time held by or far the benefit of Lender in any capacity, without the written consent
of. Lender :

Sucéessots and Assmns Subject to any limitations stated in this Mortgage on transfer of Grantor's interest, this
Mortgage shall be binding upon and inure to the benefit of the parties, their successors and assigns. If awnership
af the Property becomes vested in a person other than Grantor, Lender, without notice to Grantor, may deal with
Grantor's-successers with reference to this Martgage and the Indebtedness by way of forbearance or extension
without reteasing“Grantor from the obligations of this Mortgage or liability under the Indebtedness.

Time is of the Ess__eﬁoe:_. '”'I“'irn'e&is of the essence in the perfarmance of this Mortgage.

Waiver of Home'stea“d Exempt|on Grantor hereby releases and waives all rights and benefits of the homestead
exemption laws:of the’ State of Washtngton as to ali Indebtedness secured by this Moartgage.

DEFINITIONS. The followmg oapltallzed words and terms shall have the following meanings when used in this
Mortgage. Unless specifically stated to the contrary, all references to dollar amounts shall mean amounts in lawful
money of the United Statgs of. America. “Words and terms used in the singular shall include the plural, and the plural
shall include the singular, ‘as the contéxt.may require. Wards and terms not otherwise defined in this Mortgage shall
have the meanings attributed ta’sych terms in the Uniform Commercial Code:

Borrower. The word "Borrower” means RICHARD L SCHWAB and ANN SCHWAB and includes all co-signers and
co-makers signing the Credlt Agreement

Credit Agreement. The worfds " Credit: Agrsament mean the credit agreement dated November 13, 2003, with
credit limit of $200,000.00 from Borrower to Lender, together with all renawals of, extensions of,
maodifications of, refinancings of, consolidatlo_ns .of, and substitutions for the promissory note or agreement. The

maturity date of this Mortgage is Novemb _1_2 2033. NOTICE TO GRANTOR: THE CREDIT AGREEMENT
CONTAINS A VARIABLE INTEHEST RATE £

Default. The word "Default” means the Default ‘set forth in this Mortgage in the sectian titled "Default”.

Environmental Laws. The waords "Envnronmantal Laws mean any and all state, federal and local statutes,
regulations and ordinances relating to the protectlon of human health or the environment, including without
limitation the Comprehensive Environmental’ Response, Compensation, and Liability Act of 1980, as amended, 42
U.S.C. Section 9601, et seq. {"CERCLA™), thé Superfund Amendments and Reauthorization Act of 1986, Pub. L.
No. 99-499 {"SARA“) the Hazardous Materials Transportation Act, 49 U.S.C. Section 1801, et seq., the Resource
Conservation.and Recovery Act, 42 U.S.C. Seetion 6901, et seq., or other applicable state or federal laws, rules,
ar regulations adopted pursuant thereto. :

Event of Default. The words "Event of Default" mean any of the events of default sat forth in this Mortgage in the
events of default section of this Mortgage. :

Grantor. The word "Grantor™ means RICHARD L SCHWAB ANN SCHWAB and TORCH INVESTMENTS, L.L.C..

Hazardous Substances. The words "Hazardous Substances mean materials that, because of their quantity,
concentration of physical, chemical or infectious characteristics, may cause or pose a present or potential hazard
to human health or the environment when improperly use"d,___tre_ate‘d,:s-toré'd, disposed of, generated, manufactured,
transported or otherwise handled. The words "Hazardous Substarices™ are*used in their very broadest sense and
include without limitation any and all hazardous or toxic substances, matetials or waste as defined by or listed
under the Envirenmental Laws. The tenm "Hazardous Substances also |ncludes without limitation, petroleum and
petroleum by-products or any fraction thereof and asbestos. :

Improvements. The word "lmprovements" means all emstlng and future improvements, buildings, structures,
mobile homes affixed on the Real Property, facilities, additions, replacements and other construction on the Real
Property.

Indebtedness. The word "Indebtedness™ means all principal, interest, and other ian':aounts costs and expenses
payable under the Credit Agreement or Related Documaents, together:with all renewals of, extensions of,
madifications of, consolidations of and substitutions for the Credit Agreement or: Related Documents and any
amounts expended or advanced by Lender to discharge Grantor's obllgatlons or expenses incurred by Lender to
enforce Grantor's obligations under this Mortgage, together with interest on such’ amounts as provided in this
Mortgage.

Lender. The word "Lender” means Whidbey Island Bank, its successors and assién's"' '

Mortgage. The word "Meortgage” means this Mortgage between Grantor and Lender

Pearsonal Property. The words "Personal Property” mean all equipment, flxtures and othet’ artlcles of personal
property now ar 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 subsiitutions’ for,, any of such
property; and togather with all issues and profits thereon and proceeds (including without lrm;tatlon all msurance
proceeds and refunds of premiums) from any sale or other dlsposmon of the Property. 3

Property. The word "Preperty™ means collectively the Real Property and the Personal Property

Real Property. The words "Real Property” mean the real property, interests and rights, as fur‘ther deserlbed |n thls
Martgage. !

Related Documents. The words "Related Documents™ mean all promissory notas, credit agreements, Ioan

agreements, environmental agreements, guarantles security agreements, mortgages deeds of trust securlty'ﬂ-__
deeds, collateral mortgages, and all other instruments, agreements and documents, whether now ar hereatter s
existing, executed in connaction with the Indebtedness. :

Rents. The word "Rents” means all present and future rents, revenues, income, issues, royalties, ‘p__r_ofit_s, and
other bensfits derived from the Property. . :
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