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e DEED OF TRUST

DATE: March 25, 2005

Reference # (if appilcable) 21 9064334 Additional on page
Grantor(s):

1. Luther, Stephen R

2. Luther, Michele'L -

Grantee(s)
1. ISLANDERS BANK *
2. Chicago Title Company, _Trustee

Legal Description: Lot 181, Skyline No. 8
Additional on page 2

Assessor’'s Tax Parcel ID#: P59843

THIS DEED OF TRUST is dated March 25, 2005, among Stephen R Luther and Michele L.
Luther, husband and wife, whose address is 616 Westcott Drive, Friday Harbor , WA 98250
("Grantor"); ISLANDERS BANK, whose mailing address is Friday Harbor Branch, 225 Blair St,
PO Box 909, Friday Harbor, WA 98250 (referred 16 below sometimes as "Lender" and
sometimes as "Beneficiary"); and Chicago Title Company, ‘whose mailing address is 3110
Commercial, Suite 101, Anacortes, WA 98221 (referred to below as "Trustee”).




DEED OF TRUST
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#CONVEYANCE AND GRANT. For valuable conslderation, Grantor conveys to Trustee in trust with power of sale, right
- of entry-and-possession and for the beneflt of Lender as Beneficiary, all of Grantor’s right, title, and interest in and te the
. following .described real property, together with all existing or subsequently eracted or affixed buildings, improvements and
fixtures; all sasements, rights of way, and appurtenances; all water, water rights and ditch rights (including stock in utilities
with ditch or irigation rights); and all other rights, royalties, and profits relating to the real property, including without limitation
all minerals, oil; gas, geothermal and similar matters, (the "Real Property”) Iocatpe in Skagit County, State

of Washlngton.

Lot 181 Skyhne No. 8, according to the plat thereof, recorded in Volume 9 of Plats,
pages’ 72 through 74, records of skagit County, Washington;

Sltuated in Skaglt County, Washington.

The Real Property or lts ‘address is commonly known as 5208 McBeth Drive, Anacortes, WA
98221. The Real Property tax identification number is P59843

Granter hereby assigns as sgourity'to:Lender, all of Grantor’s right, titte, and interast in and to all leases, Rents, and profits of
the Property. This assignment is‘recorded in accordance with RCW 65.08.070; the lien created by this assignment is intended
to be specific, perfected and-chosdte upon the recording of this Deed of Trust. Lender grants to Grantor a license to collect
the Rents and profits, whigh license may be revoked at Lender’s option and shall be automalically revoked upon acceleration
of all or part of the Indebtedness -

THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS
AND PERSONAL PROPERTY, IS GIVEN TO SECURE (A) PAYMENT OF THE INDERTEDNESS AND (B)
PERFORMANCE OF ANY AND ALL OBLIGATIONS UNDER THE NOTE, THE RELATED DOCUMENTS, AND THIS DEED
OF TRUST. THIS DEED OF TRUST IS GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE Except 45 otherwise provided in this Deed of Trusl, Grantor shall pay to Lender all
amounts securad by this Deed of Trustas they become due, and shall striclly and in a timely manner perform all of Grantor’s
obligations under the Note, this Deed of Trust and the Related Documents.

POSSESSION AND MAINTENANCE OF: THE PROPERTY Grantor agrees that Grantor's possession and use of the Property
shall be governed by the following provisions: . &

Possession and Use. Until the occurrence of an Evernt of Defautt, Grantor may (1) remain in possession and control of
the Property; {2) use, operate or manage the Property; and (3) collect the Rents from the Property {this privilege is a
ficense from Lender to Grantor automatically revoked upon default) The faliowing provisions relate to the use of the
Property or to other limitations on the Property. The Real Property is not used principally for agricultural purposes.

Duty to Maintain. Grantor shall maintain the’ Property in good condition and pramptly perform all repairs, replacements,
and maintenance necessary to preserva its valus.”

Compliance With Environmental Laws. Granlor ‘represents and warranis to Lender that: (1) During the period of
Grantor's ownership of the Property, there has been no usé, _eneration, manufacture, storage, treatment, disposal,
release or threatened release of any Hazardous Substance by‘any, person on, under, about or from the Property; (2)
Grantor has no knowledge of, or reason to believe that:there has been, except as previously disclosed to and
acknowledged by Lender in writing, (a) any breach or viplation of:any Environmental Laws, (b) any use, generation,
manufacture, slorage, treatment, disposal, release or thréatened release of any Hazardous Substance on, under, about
or from the Property by any prior owners or occuparts of the’ Property, or {c) any actual or threatened litigation or
claims of any kind by any person retating to such matters; and-{3)" Except as previously disclosed to and acknowledged
by Lender in wiiting, (a) neither Grantor nor any tenant, contractor, agent dr other authorized user of the Property shall
use, generate, manufacture, store, treat, dispose of or release any Hazardous Substance on, under, about or from the
Property, and (b} any such activity shall be conducted in compliance with all appllcable federal, state, and local laws,
regulations and ordinances, including without limitation all Environmental.Laws. Grantor authorizes Lender and its
agents to enter upon the Properly o make such inspections and. tests, at .Grantor’s expense, as Lender may deem
appropriate to determine compliance of the Property with this section of the Deed of Trust. Any inspections or tesls
made by Lender shall be for Lender's purposes only and shall not be construed to create any responsibility or liability on
the part of Lender to Grantor or to any other person. The representations and warranties ‘contained herein are based on
Grantor's due diligence in invesfigating the Property for Hazardous Substances. Grantor hereby (1) releases and
waives any future claims against Lender for indemnity or contribution in the: event Grantgt begomes liable for cleanup or
other costs under any such laws; and (2} agrees to indemnify and hold harmless Lender ggainst any and all claims,
fosses, liabilities, damages, penalties, and expenses which Lender may dirgclly of indirectly sustain or suffer resulting
from a breach of this section of the Deed of Trust or as a consequence of any use, generation, manufacture, storage,
disposal, release or threatened release occurring prior to Grantor's ownership or intérest in the Property, whether or not
the same was or should have been known to Grantor. The provisions of this section of the Deed, of Trusl, including the
obligation to indemnify, shall survive the payment of the Indebtedness and the satisfaction and reconveyance of the lien
of this Deed of Trust and shall not be affected by Lender's acquisition of any mteresl in the Property, whether by
foreclosure or otherwise.

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance nor commit, permlt or suffer any stripping of
or waste on or to the Property or any portion of the Property. Without limiting the generality of the forageing, Grantor will
not remove, or grant to any other party tha right to remove, any timber, minerals {including: ‘oi and gas) coal clay,
scoria, sail, gravel or rock products without Lender’s prior writtan consent.

Removal of Improvements. Grantor shall not demolish or remove any Improvements from the Reat Property wrthout
Lender's prior writlen consenl. As a condition to the removal of any Improvements, Lender may reguire Granler to make
arrangemenis satisfactory to Lender to replace such Improvements with Improvements of at least equal value a

Lender’s Right to Enter. Lender and Lender's agents and representatives may enter upon the Resl. Property &t aH

regsonable imes to aliend 19 Lenders intarests and to inspect the Real Property for purposes of Grantcrs complrance;_

with the terms and conditions of this Deed of Trust,

Compllance with Governmental Requirements. Grantor shall promptly comply, and shall promplly cause comphancek':

by all agents, tenants or other persons or entities of every nature whalsoevar who rent, lease or otherwise use-or accupy

the Property in any manner, with all laws, ordinances, and regulations, now or hereafter in effect, of all governmental,“'"‘_. R
authorities appficable to 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 Iong as”

Grantor has notified Lander in writing prior to doing so and so long as, in Lender's sole opinion, Lender’s interests’in the
Froperty are not jeopardized. Lender may require Grantor to post adequate securily or a surety bond, reasoriably

satisfactory to Lender, to protect Lender’s interest.
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DEED OF TRUST V
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; ____Di.l;y'f't"o Protect. Grantor agrees neither to abandon or lsave unattended the Property. Grantor shall do all other acts, in
i+ addition to those acls set forth above in this section, which from the characler and use of the Properly are reascnably
necessary to protect and preserve the Property,

DUE ON:SALE = CONSENT BY LENDER. Lender may, at Lender’s option, (A) declare immeadialely due and payabls all
sums secured by_thps Deed of Trust or (B) increase the interest rate provided for in the Note or other document evidencing
the Indebtedness and impose such other conditions as Lender deems appropriate, upon the sale or transfer, without Lender’s
prior written consent, of-git or any part of the Real Property, or any interest in the Real Property. A "sale or transfer" means the
conveyance of Reéal Froperty or any right, fitle or interest in the Real Property; whether legal, beneficial or equitable; whether
voluntary or-ifivoluitary;- whether by oulright sale, deed, instaliment sale centract, land contract, conlract for deed, leasehold
interest 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.- However thls opﬂon shall not be exercised by Lender if such exercise is prohibited by federal law or by
Washington law. :

TAXES AND LIENS. The followmg prowsnons relating to the taxes and liens on the Property are part of this Dead of Trust:

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 impositions levied against or on account of the Properly, and shali pay
when due all claims for ‘work done on or for services rendered or material furnished to the Property. Grantor shall
maintain the Properly free of all liens having priority over or equal to the interest of Lender under this Deed of Trust,
excepl for the lien of taxes and assessmenls not due and except as otherwise provided in this Deed of Trust.

Righl 1o Contest. Grantor may-withhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the obligation o pay, so long as Lender's interest in the Properly is not jeopardized. If a lien arises or is
filed as a result of nonpaymant, Grantor shall within fifteen {15) days after the lien arises or, if a lien is filad, within fifteen
{15) days after Grantor has' notice of the'flllng, secure the discharge of the lien, or if requested by Lender, deposit with
Lender cash or a sufficient corporate surety ‘bond or other security satisfactory to Lender in an amount sufficient to
discharge the lien plus any costs and attorneys fees, or other charges thal could acerue as a result of a foreclosura ar
sale under the lien. In any contest, Grantor shall defend itself and Lender and shall satisfy any adverse judgment before
enforcement against the Property. . Grantor shall name tender as an additional obliges under any surety bond furnished
in the contest proceedings.

Evidence of Paymenl. Grantor shall’ upon demand furnish to Lender satisfactory evidence of payment of the taxes or
assessments and shall authorize the appropriate governmental official to deliver to Lender at any time a written statemant
of tha taxes and assessmenls against the Property S

Notice of Construction. Grantor shall notlfy Lender at least fifleen (15} days before any work is commenced, any
services are furnished, or any malerials are*suppliad o the Property, if any mechanic's lien, materialmen’s lien, or other
lien could be asserted on account of the wark, 'services, or malerials and the cosl exceeds $500.00. Grantor will upon
request of Lender furnish to Lender advance assurances satisfaclory to Lender that Grantor can and will pay the cost of
such improvements.

PROPERTY DAMAGE INSURANCE. The followung provrsmns relatlng to insuring the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and malnlem pokcres of fire insurance with slandard extended
coverage endorsements on a replacement basis for the fullinsurakile :value covering all Improvements on the Real
Property in an amount sufficient to avoid application of any colnsurance olause. and with a standard mortgagee clause in
favor of Lender, together with such other hazard and liability insurance as Lender may reasonably reguire. Palicles shall
be written in form, amounts, coverages and basis reasorably acceptable-lo Lender and issued by a company or
companies reasonably acceptable to Lender. Grantor, upon fequest of Lender, will deliver to Lander from time fo time
the policies or cedificates of insurance in form satisfactory to Lender, including stipulations that coverages will not be
cancelied or diminished without at least ten (10) days prior written’ notice to Lender. Each insurance policy also shall
include an endorsemant providing that coverage in favor of Lender: will not be lmpalred in any way by any act, omission
or default of Grantor or any other person. Should the Real Property be localed 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 available, within 45 days after nofice is given. by Lender that the Property is located in a
special flood hazard area, for the full unpaid principal balance of the loan and any pPrier fisns on the property securing
the loan, up to the maximum policy limits set under the National Flood Insurance Program or as otherwise required by
Lender, and 1o maintain such insurance for the term of the loan.

Application of Proceeds. Granlor shall promplly notify Lender of any loss ‘o damage lo the-Property if the esfimated
cost of repalr or replacement exceeds $500.00. Lender may make proof of loss.if Granlor fails 6 do so within fifteen (15)
days of the casualty. Whether or not Lender's securily is impaired, Lender may, at Lenders alection, receive and relain
the proceeds of any insurance and apply the proceeds fo the reduction of the Indebtedness, payment of any lien
affecting the Property, or the restoration and repair of the Property. If Lender elects to dpply the.praceeds to restoration
and repair, Grantor shall repair or replace the damaged or destroyed !mprovements‘in:a manner safisfactary to Lender,
Lender shali, upon satisfactory proof of such expenditure, pay or reimburse Grantor.{ffomy the. proceeds for the
reasonabie cost of repair or 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 cornmittad to the repaicor restoration of
the Property shall be used first to pay any amount owing to Lender under this Deed of Trusk; then to pay accrued
interest, and the remainder, if any, shali be applied to the principal balance of the Indebtedness:. If Lender:holds any
proceeds after payment in full of the Indebtedness, such proceeds shall ba paid without interest to Granter as ‘Grantor's
interasts may appear.

LENDER’S EXPENDITURES. |If Grantor fails (A) 1o keep the Property free of all taxes, liens." set’:urity‘ interests
encumbrances, and other claims, (B) to provide any requrred insurance on the Property, or {C) to make repairsto:the
Property then Lender may da so. If any action or proceeding is commenced that would materially affect Lendar's. inferesis:in
the Property, then Lender on Grantor's behalf may, bul is not required to, take any action that Lendér balieves lo:be
appropriate to protect Lender's inferesis. All axpenses incurred o paid by Lander for such purpozes wil then bear interes! at..
the rate charged under the Note from the date incurred or paid by Lender to the date of repayment by Grantor. Al such 2
expenses will becoma a part of the Indebtedness and, at Lender's option, will {A) be payable on demand; (B) be added to
the balance of the Note and be apportionad amang and be payabls with any instaiment paymenls to becoms:- due-during ¢
gither (1) the term of any applicable insurance policy; or (2) the remaining term of the Note; or (C) be trealed as 4 balloon” .
payment which will be due and payable at the Note’s maturity. The Deed of Trust also will secure payment of these amounts. L
The rights provided for in this paragraph shall be in addilien 1o any other righls or any remedies to which Lender may be’
entitied on account of any default. Any such action by Lender shall not be construed as curlng the default so as to bar.:-
Lender from any remedy thal it otherwise would have had.

WARRANTY DEFENSE OF TITLE. The following provisions relating lo ownership of the Property are a part of this Deed of
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DEED OF TRUST
" Loan No: 219064334 (Continued) Page 4

¢ Title.: Grantor warrants that: (a) Grantor holds good and marketable tile of record to the Property in fee simple, free
~and clear of all liens and encumbrances cther than those set forth in the Real Property descriplion or in any fitie
_insurance policy, title report, or final tifte opinion issued in favor of, and accepled by, Lender in connection with this Peed

ofTrust, and (b) Grantor has the full right, power, and autherity to execute and deliver this Deed of Trust to Lender.

‘Defense of Title. Subject to the exception in the paragraph above, Grantor warrants and will forever defend the title to
i the Properly against the lawful claims of all persons. In the event any action or proceeding Is commenced that questions
i Grartor's fitle’ or the interast of Trustee or Lender under this Deed of Trust, Grantor shall defend the action at Grantor’s

~expense. Grantor may be the nominal party in such proceeding, but Lender shall be entitled to participate in the

proceedlng and to. be representad in the proceeding by counsel of Lender's own choice, and Grantor will deliver, or
cause 1o be delwered to Lender such instruments as L.ender may raquest from time to time to permit such participation.

Compllance Wllh Laws Grantor wamrants that the Property and Grantor’s use of the Property complies with all existing
applicabla laws, grdinances, and regulations of governmental authorities.

Survival of Proimises. Al promises, agreements, and statements Grantor has made in this Deed of Trust shall survive
the execution and delivery of this Deed of Trust, shall be continuing in nature and shall remain in full force and effect until
such time as Grantors Indebtedness is paid in full,

CONDEMNATION:. The lo!lowmg prowstons relating to condemnation proceedings are a part of this Deed of Trust:

Proceedings. If any proceedmg in condemnation is filed, Grantor shall promptly nolify Lender in writing, and Grantor
shall promplly take such.stepg as may be necessary to defend the action and obtain the award. Grantor may be the
nominal party in such proceeding;*but Lender shall be entifled to participate in the proceeding and to be represented in
the proceeding by caunssl ofits own choica all at Grantor's expense, and Grantor will deliver or cause to be delivered to
Lender such mstruments and documentatlon as may be requested by Lendsr from time to time to permil such
participation. . ;

Application of Nei Proceeds If all or dny part of the Property is condamned by eminant domain proceedings or by any
proceeding or purchase in_lieu.of condemnation, Lender may at its etection require that all or any portion of the net
proceeds of the award be a’pphed to the |ndebtedness or the repair or restoration of the Property. The net proceeds of
the award shalt mean the award after paymeni of all reasonable costs, expenses, and attorneys’ fees incurred by Trustee
or Lender in connection with the condemnahon.

IMPOSITION OF TAXES, FEES AND CHARGES BY: GOVERNMENTAL AUTHORITIES. The following provisions relating fo
governmental taxes, fees and charges are a part of thls Deed of Trust:

Current Taxes, Fees and Charges. Upon request by Lender, Grantor shall execute such documents in addition to this
Deed of Trust and take whatever other action is requésted by Lender to perfect and continue Lender's lien on the Real
Property, Grantor shall reimburse Lender for all-faxes, as described below, together with all expenses incurred in
recording, perfecting or confinuing this Deed ofTrust, including without limitation all taxes, fees, documentary stamps,
and other charges for recording or registering.this Deed of Trust.

Taxes. The following shall consfitute taxes to, which this section applies: (1) a specific tax upon this type of Deed of
Trust or upon all or any part of the Indebledness secured by this Deed of Trust; (2) a specific tax on Grantor which
Grantor is authorized or required to deduc! from: payments on the. Indebtedness secured by this type of Deed of Trust;
{3} a tax on this type of Deed of Trust chargeable against the Lender or the holder of the Note: and (4) a specific tax
on all or any portion of the Indebtedness or on payments of principat and interest made by Grantor.

Subsequent Taxes. If any tax to which this seclion applies i enacted:subsequent to the date of this Deed of Trust, this
event shall have the same effect as an Event of Default; and Lender may exercise any or all of its available remedies for
an Event of Default as provided below unless Grantor either (1) pays the tax before it becomes delinquent, or (2}
contests the tax as provided above in the Taxes and Liens: sect:on andg, deposnts with Lender cash or a sufficient
corporate surety bond or other security sakistactory to Lender:--+~

SECURITY AGREEMENT; FINANCING STATEMENTS. The followmg prowsmns retatmg to this Deed of Trust as a security
agreement are & part of this Deed of Trust:

Security Agreement. This instrument shall constitule a Security Agreament to the extent any of the Property constitutes
fixtures, and Lender shall have all of the rights of a secured party under the Umform Commermal Code as amended from
time to time.

Security Interest. Upon request by Lender, Grantor shall take whatever actlon is requested by Lender to perfect and
continue Lender's securily intarest in the Personal Properly. In addition to”recording this Deed of Trust in the real
proper‘ry records, Lender may, at any time and withoul further authorization from Grantor, file executed countarparts,
copies or reproductions of this Deed of Trust as a financing statement. Grantor shall reimburse Lender for all expenses
incurred in perfacting or continuing this security interest. Lpon default, Grantor 'shall riot remiove, sever or detach the
Personal Property from the Propery. Upon default, Granlor shall assemble any° Personal Property not affixed fo the
Praperty in & manner and at a place reasonably convenient to Grantor and Lender and make it available to Lender within
three (3} days after receipt of written demand from Lender to the extent parmitted by appllcabte iaw

Addresses. The mailing addresses of Grantor {debtor) and Lender (secured party) from whlch |nfannat|on concerning
the security interest grantad by this Deed of Trust may be obtained (each as required- by the Unlform Cummercnal Code)
are as stated on the first page of this Deed of Trust.

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provisions relating tq tui’tﬁer" assurances and
attorney—in-fact are a part of this Deed of Trust: .

Further Assurances. At any time, and from time to fime, upon request of Lender, Grantor W|!I make| execute and
deliver, or will cause to be made, executed or delivared, to Lender or to Lender’s designee,.and when requésted 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 morlgages, deeds of trust, security deeds, ‘security
agresments, financing statements, continualion statements, Inslruments of further assurance, certlflcates, and"other
documents as may, in the scle opinion of Lender, be necessary or desirable in order to effectuate; complete; perfedt,
confinue, or preserve (1) Grantor's ohligations under the Note, this Dead of Trust, ard-the Related Documents, and (25,
the liens and security interests: created by this Deed of Trust as first and prior liens on the Property, whethér now owned *
or hereafter acquired by Grantor. Unless prohibited by law or Lender agrees to the contrary in writing; Grantos- shall}'
reimburse Lender for all costs and expenses incurred in connection with the matiers referred to in this paragraph '

Attorney—ln—Fact If Grantor fails to do any of the things referred to in the precading paragraph, Lender may do $0° for o
and in the name of Granlor and at Grantor’s expense. For such purposes, Grantor hereby irrevocably appoints Lander™ .
as Grantar's attorney—in—fact for the purpose of making, executlng, delivering, filing, recording, and doing all other things .-
as may be necessary or desirable, in Lender’s sole opinion, to accomplish the matters referred to in the precedlng'
paragraph.

FULL PERFORMANCE. If Grantor pays all the Indebtedness when due, and otherwise performs all the obligations |mposed :
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upen:Granlor under this Deed of Trust, Lender shall execute and deliver to Trustee a raquest for full reconveyance and shall
éxecute and--deliver to Grantor suitable statements of termination of any financing statement on file evidencing Lender's
saqurity |nterest in the Rents and the Parsonal Property. Any reconveyance fee shall be paid by Granlor, if permilted by
applicable: law. “The grantee in any reconveyance may be described as the "persen or persons legally entitled thereto”, and
:he recitéls in the reconveyance of any matters or facts shall be conclusive proof of the truthfulness of any such matters or
acts:

EVENTS OF DEFAu.T At Lender's option, Grantor will be in default under this Deed of Trust if any of the following happen:
Payment Defaull Grantor fails to make any paymant when due under the Indsbtedness.

Break Other Promlses. Granlor breaks any promlse made to Lender or fails to perform promptly at the time and strictly
in the manner provided.in this Deed of Trust or in any agreement relatad to this Deed of Trust.

Compllance Defaull Fallure lo compily with any other term, obligation, covenant or condition contained in this Deed of
Trust, the Note or in any of the Related Documents.

Default on Other Payrnenls ‘Failure of Granlar within the time required by this Deed of Trusl o make any payment for
taxes or insurante, or any other payment necessary to prevent filing of or to effect discharge of any lian.

False Statements. Any reprBSéntation or statement made or furnished to Lender by Grantor or on Grantor's behalf
under this Deed of Trust or- the Related Doctmenls is false or misleading in any material respect, either now or at the
time made or furnished.

Defective Collaterallzailon Thrs Deed of Trust or any of the Related Documents ceases to be in full force and effect
(including failure of any collateral document to create a valid and perfected security interest or lien} at any time and for
any reasan, E .

Death or Insolvency. The death of any Grantor, the insolvency of Granter, the appoiniment of & receiver for any parl of
Grantor's property, any assigniment for the‘benefit of creditors, any type of creditor workout, or the commencement of
any proceeding under any bankruplcy or msolvency laws by or against Grantor.

Taking of the Properly. Any credilar orrgovernmental agency tries to take any of the Proparty or any other of Grantor's
property in which Lender has a lien. This inclugdés taking of, garnishing of or levying on Grantor's accounts with Lender.
Howaever, if Grantor dlspules in good faith ‘whelhier;the claim on which the laking of the Property is based is valid or
reasonable, and if Grantor gives Lender writlan nofice of the claim and furnishes Lender with monies or a surety bond
safisfactory to Lender to salisfy the clairm, then thrs defaull pravision will net apply.

Breach of Other Agreement. Any breach by.Grantor under the terms of any cther agreement between Grantor and
Lender that is not remedied within any grace period-provided therein, including without limitation any agreement
concerning any indebtednass or other obligation of Grantor to Lender, whether existing now or laler.

Evenis Affecting Guarantor. Any of the precedrng events occurs with respect to any guarantor, endorser, surety, or
accommodation parly of any of the Indeblednéss-or any guarantor, endorser, surety, or accommodation party dies or
becomes incompetenl, or revokes or disputes the validity of, or liability under, any Guaranty of the Indebtedness. In the
event of a death, Lender, at its optlon may, but_shall not be required to, permit the guarantor’s eslate to assume
unconditionally the obligations arising under the guaranty in a rnanner satlsfactory o Lender, and, in doing so, cure any
Event of Default.

Right to Cure. If any defauli, other than a default in payment is curable -and if Grantor has not been given a notice of a
breach of the same pravision of this Deed of Trust within the preceding twelve (12) months, it may be cured if Grantor,
after receiving written notice from Lender demanding cure ‘of such defadlt: (1} cures the default within fifteen (15) days;
or (2) if the cure requires mora than fifteen (15} days, immedialaly initiates steps which Lender deems in Lender’s sole
discretion to be sufficient fo cure the default and thereatter coritinues agnd completes all reasonable and necessary steps
sufficient to produce compliance as soon as reasonably practical. & .+

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

Election of Remedies. All of Lender's rights and remedies will be oumutatwe and umay be exercised alone or logsther.
An election by Lender to choose any one remedy will not bar Lender from. using-&ny other remedy. If Lender decides to
spend monay or to perform any of Grantor's obligations under his Deed of Trust, aﬁer Grantor's faflure to do so, that
decision by Lender will not affect Lender's right to declare Grantor in default and to exercise Lender’'s remedies.

Accelerate Indebledness. Lender shall have the right at its option to decldre: the entiré Indebtedness immediately due
and payable, including any prepayment panalty which Granlor would be required.to. pay. s

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have the rig ht to exercise its power of
sale and to foreclose by notice and sale, and Lendsr shall have the right o foreclose by ]UdICIal foreclosure, in either
case in accordance with and to the full extent provided by applicable law.

UCC Remedies. With respect ta all or any part of the Personal Property, Lender shall have a!l the rrghts and remedies of
a secured party under the Uniform Commercial Code.

Collect Rents. Lender shall have the right, without notice to Grantor to take possessron of and" manage the Properly
and collect the Rents, inciuding 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 gr other uSer of the Property
to make payments of rent or use fees direclly to Lender. If the Rents are callected by Lender, then’ Grantor irevocably
designales Lender as Grantor's aftorney-in—fact to endorse instruments received in payment. thereot i the name of
Grantor and to negotiale the same and collect the proceeds. Payments by tenants or other usets.tg” Lendar in response
to Lender's demand shall safisfy the obligations for which the payments are made, whether or nol.ény-proper grounds
for the demand e)usted Lendsr may exercise its rights under this subparagraph either in person, by, agenl or through a
receiver. o h

Appoint Receiver. Lender shall have the right to have a recsiver appeinted to take possession of all or‘any part of the___
Praperty, with the power o protect and preserve the Property, lo opsrate the Property preceding or pendinig foraclosura ™,
or sale, and to callect the Rents from the Property and apply the proceeds, over and above the cast of the receivership, i
against the Indebtedness. The receiver may serve without bond if permitted by law. Lender’s right to the appomtment
of a receiver shall exist whether or not the apparent value of the Proparty exceeds the Indebfedness by a substanual
amount. Emplayment by Lender shall not disqualify a person from serving as a receiver. ;

Tenancy at Sufferance. If Grantor remains in possession of the Property after the Property is scid as provrded above ar
Lender otherwise becomes entified lo possession of the Property upon default of Grantor, Grantor shall bacome a-
teniant at sulterance of Lender or the purchaser of the Property and shall, at Lender's option, either (1) pay-a
reasonable rental for tha use of the Property, ar (2) vacate the Property immediately upon the demand of Lender. ~

Other Remedies. Trustee or Lender shall have any other right or remady provided in this Deed of Trust or the Note or . '
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':"_N'él'lce of Sale. Lender shall give Grantor reasonable notice of the time and place of any public sale of the Personal
- Propérty:or of the time after which any private sale or other intended disposition of the Personat Property is to be made.

v __Reascnable nolice shall mean notice given at least ten (10) days before the time of the sale or disposition. Any sale of
_ 1"the Persona[ Properly may be made in conjunction with any sale of the Real Property.

: Sale of the Property. To the extent permitted by applicable law, Grantor hereby waives any and all rights to have the

. Property.marshalled. In exercising its rights and remedies, the Trustee or Lender shall be free to sell all or any part of the

“Property togethér or separately, in one sale or by separate sales. Lender shall be entitled to bid at any public sale on all
or-any.porlien of the Property.

Aftorneys’ Fees; Expenses. If Lender institutes any suit or action to enforce any of the lerms of this Dead of Trust,
Lender shéll-be entitjed te recover such sum as the court may adjudge reasonable as attorneys’ fees at trial and upon
any appeal. ‘Whether-or not any court action is Involved, and to the extent not prohibited by law, all reasonable
expenses Lender incurs‘that in Lender’s opinion are necessary al any fime for the protection of its interest or the
enforcement of its.fights"shall become a part of the Indebtedness payable on demand and shall bear interest at the Note
rate from the date of the axpenditure until repaid. Expenses covered by this paragraph include, without limitation,
however subject 1o any limits‘under applicable taw, Lender’s attorneys’ fees and Lender’s legal expenses, whather or not
there is a lawsuit, |nc|ud|ng aftorneys’ fees and expenses for bankruptcy proceedings (including efforls to modify or
vacate any autornatlc stay or injunction), appeals, and any anticipated post——judgment collection services, the cost of
searching records, obtaifing title reports (including foreclosure reports), surveyors’ reporis, and appraisal fees, tille
insurance, and fees for the' Trustes;.to the extent permitted by applicable law. Grantor also will pay any court costs, in
addition to all other sums provided. by--!aw

Rights of Trustee. Trustee shall have all of the rights and duties of Lender as set forth in this section.

POWERS AND OBLIGATIONS OF TRUSTEE The following provisions relating to the powers and obligations of Trustee
(pursuant to Lender's instructions), arg part ‘of this: Deed of Trust:

Powers of Trustee. In addltlgn_ to all; po_wers of Trustee arising as a malter of law, Trustas shall have the power to take
the following actions with respect to the Property upon the written request of Lender and Grantor: (a) join in preparing
and filing a map or plat of the Real Froperty, including the dedication of streets or other rights to the public; (b} join in
granting any easement or creating any_ restriction on the Real Property; and (¢} join in any subordination or other
agraament affecting this Deed of Trust or the lnterest of Lender under this Deed of Trust.

Obligations to Notify. Trustee shall'not b_e_: ‘obligated to notity any other parly of a pending sale under any other trust
deed or lien, or of any action or proceeding in which-Grantor, Lander, or Trustee shall be a party, unless required by
applicable faw, or unless the action or proceeding is‘brought by Trustee.

Trustee. Trustee shali meet all qualificatighs required for Trustes under applicable law. In addition to the rights and
remedies set forth above, with respect to all.or any part of the Property, the Trustee shall have the right to foreclose by
notice and sale, and Lender will have the nght to foreclose by judicial forectosure, in either case in accordance with and
to the full extent provided by applicable Iaw

Successor Trustee. Lender, at Lender's ophen may from time_to time appeint a successor Trustes to any Trustee
appointed under this Deed of Trust by an instrument executed: and acknowledged by Lender and recorded in the office
of the recorder of Skagit County, Slata of Washington. Tha Instrument shall contain, in addition to all other matters
required by state law, the names of the original Lender, Trystee, and. Grantor, the book and page or the Auditor's File
Number where this Deed of Trust is recorded, and the name and address of the successor frustee, and the instrument
shall be executed and acknowledged by Lender or its successors in interest, The successor trustee, without conveyance
of the Proparty, shall succeed to all the title, power, and ‘duties conferred upon the Trustes in this Deed of Trust and by
apgllftatzlle law. This procedurs for substitution of Trustae shalt” govern to the exclusion of all other provisions for
substitution. T

NOTICES. Subject to epp!lcable law, and except for notice required; or allowed by law to be given in another manner, any
notice required to be given under this Deed of Trust, including without fimitation any notice of default and any notice of sate
shall be given in writing, and shall be effective when actually deliverad, whefi gctually received by telefacsimile (unless
otherwise required by law), when deposited with a nationally recognized overnight courier, or, if mailed, when deposited in
the United States mail, as first class, certified or registered mail postage prepaid, directed 4o the addresses shown near the
beginning of this Deed of Trust. All copies of natices of foreclosure from the hplder of ‘any:fien which has priority over this
Deed of Trust shali be sent to Lender’s address, as shown near the beginning of this Deed of Trust. Any person may change
his or her address for notices under this Deed of Trust by gwrng farmal weitten notice-tg the other person or persons,
specifying that the pumpose of the notice is to change the person’s address. For notice purposes, Granlor agrees to keep
Lender informed at all times of Grantor's current address. Subject to applicable:-law, and exgept for nofice required or
allowed by law to be given in another manner, if there is more than one Grantar, dny.notice giver by Lender to any Grantor is
deemed to be notice given to all Grantors. It will be Grantor's respansibifity to fell the aothers ofthe notice from Lender,

MISCELLANEOUS PROVISIONS. The following miscellaneous provisions are a part of thls Deed of: Trust

Amendments, What is written in this Deed of Trust and in the Relatad Documerits is Grantors entire agreement with
Lender concerning the matters covered by this Deed of Trust, To be effective, any ‘change r amendment fo this Deed
of Trust must be in writing and must ba signed by whoever will be bound or obligated bythie change nr amendment.

Caption Headings. Caption headings in this Deed of Trust are for convenience purposes only and are not lo be used to
interpret ar define the provisions of this Deed of Trust.

Merger Thera shall be no merger of the interest or estate created by this Deed of Trust with any other mterest or estate
in the Property at any time held by or for the benefit of Lender in any capacity, without the written consem of Lender

Governing Law. This Deed of Trust will be governed by federal law applicable to Lender and 1o the exteni not
preempted by federal law, the laws of the State of Washinglon without regard 1o its conflicts ot Iaw prowsrons
This Deed of Trust has been accepted by Lender in the State of Washington.

Cholce of Venue. If there iz a lawsuit, Grantor agrees unon Lendar's request to submit to the jurrsdrct.or S ﬂ-e courts of
San Juan County, State of Washlngfon

Joint ant Several Liabllity. All obligations of Grantor under this Deed of Trust shall be joint and several and aﬂt
references to Grantor shall mean each and every Grantor. This means that each Grantor signing belaw is respnnsrble fer
all obligations in this Deed of Trust.

No Waiver by Lender. Grantor understands Lender wili not give up any of Lender’s rights under this Deed of: Trust o
unless Lender does se in wriling. The fact that Lender delays or omits fo exercise any right will not mean that Lender
has given up that right. If Lender does agree in writing to give up one of Lender’s rights, that does not mean Grantorwill
not have lo comply with the other provisions of this Deed of Trust. Grantor also understands that if Lender doss consent—-—
to a request, that does not mean that Granlor will not have to get Lender's consent agarn if the situgtinn b=~
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: ___,Gfa_,_nt’br further understands that just because Lender consents to one or more of Grantor's requests, that does not mean
7 Lender.will be required to consent to any of Grantor's future requests. Grantor waives presentment, demand for
.“payment, protest, and notice of dishonor.

Severablllly If a ¢ourt finds that any provision of this Deed of Trust is not valid or should not be enforced, that fact by
itself will not:mean that the rest of this Deed of Trust will not be valid or enforced. Therefore, a court will enforce the rest
of:the provisions of this Deed of Trust even if a provision of this Deed of Trust may be found to be invalid or
unenforceable

Successors and Assigns Subject to any limitations stated in this Deed of Trust on transfer of Granlors interesl, this
Deed of Trust shall be binding upon and inure to the benefit of the parties, their successors and assigns. |f ownership of
the Property becames. vested in a person other than Grantor, Lender, without notice to Grantor, may deal with Grantor's
successors-wilh. reference to this Dead of Trust and the Indebtedness by way of forbearance or extension withoul
releasing Grantor from the' obligations of this Deed of Trust or fiability under the Indsbtedness.

Time is of the Ess_gm;g. Tj‘ﬂg is of the essence in the performance of this Deed of Trust.

Waiver of t-lomes'tead"'ﬁxemi)tion. Grantor hereby releases and walves ail rights and banefits of the homestead
exemption laws:gf the State of Washington as to all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The following Wcrd’é"shéll have the following meanings when used in this Desd of Trust:
Beneficiary. The word "Beneﬂr:lary Mmeans ISLANDERS BANK, and its successors and assigns.

Borrower. The word’ "Borrowar maans Stsphen R Luther and Michele L. Luther and includes all co-signers and
co-makers signing the Note

Deed of Trust. The words: “Deed of Trust" mean this Deed of Trust among Grantor, Lender, and Trustee, and includes
without limitation all a55|gnment and secunty interest provisions relating to the Paersonal Property and Rents.

Environmental Laws. The wqrds '!Enwr_onmental Laws" mean any and all stale, fedaral and iocal statutes, regulations
and ordinances relating to the-prolection of human health or the emdronment, including without limitation the
Comprehensive Environmental Response, Compensation, and Liability Act of 1980, as amended, 42 U.S.C. Section
9601, st seq. ("CERCLA"), the Superfind Amendments and Reauthorization Act of 1986, Pub. L. No. 99-499 ("SARA"),
the Hazardous Materials Transporiafion.Act, 49.4:S8.C. Section 1801, et seq., the Resource Conservation and Recovery
Act, 42 U.8.C. Seclion 6301, et seq; or, other app;wghlg,;tate or federal laws, rules, or regulations adopted pursuant
thereto.

L..J
Evenl of Default. The words "Event of D%\%‘
events of default section of this Deed of Tms :
Grantor. The word "Grantor” means St@hen M &e Ljguther.

Guaranty. The word "Guaranty” means the ‘guaremifirirom gua:anl
Lender, including without limitation a gug'anhl of aII w Mf the Not

Hazardous Substances. The words ™
concentration or physical, chemical or in

nts of default set torth in this Deed of Trust in the

ean materials thal, because of their quantily,
_ r cause of pose a presenl or potential hazard to
human health or the environment when if Red, slored, disposed of, generated, manufactured,
ransported or olherwise handled. The wor stances” are used in their very broadest sense and
include without limitation any and all hazardous orl E sﬁ stances, materials or waste as defined by or listed under the
Environmental Laws. The ferm "Hazardous Substances“ also |ncludes. without limitation, petroleum and petroleum
hy-products ar any fraction thereof and asbestos. . . .

Improvements. The word "Improvements” means all e)ashng and [uture lmprovements, 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, interést, and other amounts, costs and expenses payable
under the Note or Related Documents, together with all renewals of, extensions: of, modifications of, consofidations of
and substilutions for the Note or Related Documents and any amotnfs expehdsd or advanced by Lender to discharge
Grantor's obligalions or expenses incurred by Trustee or Lender to"snforce. Grantors ub'ngahons under this Deed of
Trust, together with interest on such amounts as provided in this Deed of Trust

Lender. The word "Lender” means ISLANDERS BANK, its successors and assngns The words "successors or assigns”
mean any person or company that acquires any intersst in the Nole.

Note. The word "Note" means the promissory nole dated March 25, 2005, int the orlglnal ‘principal amount of
$470,000.00 from Grantor to Lender, together with all renewals of, extenslons of, modlflcatlons of, refinancings of,
consolidations of, and substitutions for the promissory note or agreement.

Personal Property. The words "Personal Property” mean all equipment, fixtures, and Ulher artlcles 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 lo, all replacements of, and all substitutions for, any of such property;.and logether with
all issues and profits thereon and proceeds (including without limitation all insurance procaeds and refunds of premiums)
from any sale or other disposition of the Property. :

Property. The ward "Praperty” means collectively the Real Praperty and the Personal Property

Real Property. The words "Real Property” mean the real property, interests and rights, as further descrlbed m 1his Deed
of Trust.

Related Documents. The words "Related Documents” mean all promissory notes, credit agreements, Ioan agreements,
environmental agreements, guaranties, security agreements, morigages, deeds of trusl, security, -deeds, collateral
morigages, and all other instruments, agreements and documents, whether now or hereafter exnsilng. execuled In
connection with the indebtedness. A

Rents. The word "Rents” means all present and future rents, revenues, income, issues, royalties, proﬂts and otherh-.&_
benefits derived from the Properiy. --

Trustee. The word "Truslee" means Chicago Title Campany, whose mailing address is 3110 Commermal Su:te 10 "
Anacortes, WA 98221 and any subslitute or successor trustees. A
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EACH (.iE.RANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND EACH
; GRANTOR AGREES TO ITS TERMS.

GFIANTOR

“Michele L. Lulher .

INDIVIDUAL ACKNOWLEDGMENT
STATE OF /1)0--' )

COUNTY OF

On this day before me, the uﬁ'déréig'rq_ed N.o'téry:' Public, persanally appeared Stephen R Luther and Michele L. Luther,
personally known to me or proved:lo‘me-on.the basis of satisfactory evidence o be the individuals deseribed in and who
executed the Deed of Trust, and acknowledged thal Ihey signed the Deed of Trust as their free and voluntary act and deed,

for the uses and purposes therein menlloned " 4

day of

To: “I'rustee

The undersigned is the legal owner and holder of all |ndebtedness secured by this Deed of Trust. You are hereby requested,
upon payment of all sums owing lo you, fo reconvey without warranty, 1o ’the persons entitled thersto, the right, title and
interest now held by you under the Deed of Trust.

Date: ' . Beneficiary:
- i By:
I | -4
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