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Bscrow BEOEIS DEED OF TRUST
DATE: July 15, 2005
Reference # (if applloable) ICS4837 Additional on page

Grantor{s):
1. PICKERING, KELDONS(
2. PICKERING, I(AY M

Grantee(s)
1. Whidbey Island Bank o
2. CHICAGO TITLE COMPANY Mt Vernon Trustee

Legal Description: UNIT 4, EAGLE RIDGE FA[_RWAY VILLA
: S Additional an page 9

Assessor's Tax Parcel ID#: 4804-00.00-,90';_4.-'6000

THIS DEED OF TRUST is dated July 15,2005, among KELDON S PICKERING and KAY M
PICKERING; husband and wife ("Grantor”); Whidbey Island Bank, whose mailing address is
Burlington Office, 1800 S. Burlington Ave., P.O. Box 302, Burlington, WA 98233 (referred to
below sometimes as “Lender" and sometimes as ~"Beneficiary"); and CHICAGO TITLE
COMPANY-Mt. Vernon, whose mailing address “is’ 425 COMMERCIAL STREET, MOUNT
VERNON, WA 98273 (referred to below as "Trustee” } -
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A DEED OF TRUST
(Continued} Poge 3

' sef::uri‘fv ar a surety bond, reasonably satisfactory to Lender, to protect Lendet’'s interest.

Duty to.Protect. Grantor agrees neither to abandon or leave unattended the Property. Grantor shall do all other
“'acts, in.addition to those acts set forth above in this section, which from the character and use of the Property are
reasonably necessary to protect and preserve the Property.

DUE/ON SALE - CONSENT BY LENDER. Lender may, at Lender’s option, (A} declare immediately due and payable all
sumé secured By ithis Deed of Trust or (B) increase the interest rate provided for in the Note or other document
evidencing the' Indeb_t_edness and impose such other conditions as Lender deems appropriate, upon the sale or transfer,
without Lénder's prior written consent, of all or any part of the Real Property, or any interest in the Real Property. A
sala or'tranéfer” medns. the conveyance of Real Property or any right, title or interest in the Real Property; whether
legal, beneficial or e.guita_tile; whether voluntary or inveluntary; whether by outright sale, deed, installment sale contract,
land contragt, q_uht-ra"ct ior deed, leasehold interest with a term greater than three (3) years, lease-option contract, or by
sale, assignment, ortransfer-af any beneficial interest in or to any land trust holding title to the Real Property, or by any
ather method of conveyande of an interest in the Real Property. However, this option shali not be exercised by Lender
if such exercise is prohjbited by ‘federal law or by Washington law.

TAXES AND LIENS, The "f‘qllo\':\(ifjg provisions relating to the taxes and liens on the Property are part of this Deed of
Trust: O T T

Payment. Grantor shall pay:when due (and in all events prior to delinquency) ail taxes, special taxes, assessments,
charges (including water.and-sewer}, fines and impositions levied against or on account of the Property, and shall
pay when due all claims fof work done on or for services rendered or material furnished to the Property. Grantor
shall maintain the Prdperty frée of all'tiens having priority over or equal to the interest of Lender under this Deed of
Trust, except for thelien :of taxes ‘and assessments not due and except as otherwise pravided in this Deed of
Trust, Do :

Right to Contest. Grantor may withhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the obligation-to-pay, so long as Lender's interest in the Property is not jeopardized. If a lien arises or
is filed as a result of nonpayment, Grantor shall within fifteen {15} days after the lien arises or, if a lien is filed,
within fifteen {15) days after Grantor hds notice of the filing, 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 that could accrue as a
result of a foreclosure or sale under“the lie’ In any contest, Grantor shali defend itself and Lender and shall
satisfy any adverse judgment before. enforcemerit against the Property. Grantor shall name Lender as an additional
obtigee under any surety bond furnished in the £ontest proceedings.

Evidence of Payment. Grantor shall upon"de_manq furnish to Lender satistactory evidence of payment of the taxes
or assessments and shall authorize the appropriate governmental official to deliver to Lender at any time a written
statement of the taxes and assessments against the Property.

Notice of Construction. Grantor shall notify:Lender at least fifteen {15) days before any work is commenced, any
services are furnished, or any materials are suphlied to the Property, if any mechanic's lien, materiaimen’s lien, or
other lien could be asserted on account af the: work, services, pr materials. 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. ' AT e

PROPERTY DAMAGE [NSURANCE. The following provisions ré'l:at'i'hg ie: f:hsuring the Property are a part of this Deed of
Trust. o P

Maintenance of Insurance. Grantor shall procure and ‘maintain.-policies of fire insurance with standard extended
coverage endorsements on a replacement basis for the full"’ins‘;u(able_value covering all improvements on the Real
Property in an amount sufficient to avoid application of afy coinglrance clause, and with a standard mortgagee
¢lause in favor of Lender, together with such other hazard and liability insutarice as Lender may reasonably require.
Falicies shall be written in form, amounts, coverages and basis’ reasonably: acceptable to Lender and issued by a
company or companies reasonably acceptable to Lender. Grantor, upon réquest of Lender, will deliver to Lender
from time to time the policies or certificates of insurance in farm satisfactory to Lender, including stipulations that
coverages will not be cancelled or diminished without at least ten {10)"days grior, written notice to Lender. Each
insurance policy aiso shall include an endorsement providing that coverage i favor ‘of Lender will not be impaired
in any way by any act, omission or default of Grantor or any other person,; Shouid the Real Property be [ocated in
an area designated by the Director of the Federal Emergency Management Agency as ‘a special flood hazard area,
Grantor agrees to abtain and maintain Federal Flood Insurance, if available, ‘within 45 davs after notice 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 prior liens on the property securing the loan, up to the maximum ‘policy:limits set under the National Floed
Insurance Program, or as otherwise required by Lender, and to maintain such insurance for the term of the loan.

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damgge.to the Property. Lender may
make proof of loss if Grantor fails to do so within fifteen {15} days of the casualty. Whéthér or not Lender's
security is impaired, Lender may, at Lender's election, receive and retain the proceeds of Any insurance and apply
the proceeds to the reduction of the Indebtedness, payment of any lien affecting-.the. Propérty,.or'the restoration
and repair of the Property. If Lender elects to apply the proceeds to restoration and.repair, Grantor:shall repair or
replace the damaged or destroyed Improvements in a manner satisfactory to Lenders” Lender shall, upon
satisfactory proof of such expenditure, pay or reimburse Grantor from the proceeds fof the reasonable cost of
repair or restoration if Grantor is net in default under this Deed of Trust. Any proceeds which:Kave ‘not been
disbursed within 180 days after their receipt and which Lender has not committed to the repdir or-réstoration of
the Property shall be used first to pay any amount owing to Lender under this Deed of Trust, theh.to pay accrued
interest, and the remainder, if any, shall be applied to the principal balance of the Indebtedness: If Lender holds
any proceeds after payment in full of the Indebtedness, such proceeds shall be paid without interest to-/Graritor. as
Grantor's interests may appear. S ]

LENDER'S EXPENDITURES. If Grantor fails {A) to keep the Property free of all taxes, liens, security interests.

encumbrances, and other claims, (Bl to provide any required insurance on the Property, or (C) to make fepaif's to the .=
Property then Lender may do so. |If any action or proceeding is commenced that would materially affect Lender's
interests in the Property, then Lender on Grantor's behalf may, but is not required to, take any action“tHat Lender &
believes to be appropriate to protect Lender's interests. All expenses incurred or paid by Lender for such purposes will

then bear interest at the rate charged under the Note from the date incurred or paid by Lender to the date of repaymenit

by Grantor. All such expenses will hecome 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 apportioned amang and be payable with any installment™
payments to become due during efther (1) the term of any applicable insurance policy; or {2} the remaining termi of °
the Note; or {C) be treated as a balloon payment which will be due and payable at the Note's maturity. The Deed of
Trust also will secure payment of these amounts. The rights provided for in this paragraph shall be in addition to any
other rights or any remedies to which Lender may be entitled on account of any default. Any such action by Lender

.
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S DEED OF TRUST
R (Continued) Page 5

'oontré‘ry in writing, Grantor shall reimburse Lender for all costs and expenses incurred in connection with the
matters referred to in this paragraph.

Attorney |n~Fact If Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do so
for and in“the name of Grantor and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints
{Lefder as Grantor's atterney-in-fact for the purpose of making, executing, delivering, filing, recerding, and doing all
sother things @s may be necessary or desirable, in Lender's sole opinion, to accomplish the matters referred to in
the preceding' paragraph.

FULL PERFORMANCE If Grantor pays all the Indebtedness when due, and otherwise performs all the obligations
imposed “upen Grantdr ‘under this Deed of Trust, Lender shall execute and deliver to Trustee a request for full
reconveyance and shall'execute and deliver to Grantor suitable statements of termination of any financing statement on
file evidencing | Lender $ segurity interest in the Rents and the Personal Property. Any reconveyance fee shall be paid by
Grantor, if permitted by applicable law. The grantee in any reconveyance may be described as the "person or persons
legally entitled thereto”, and the recitals in the reconveyance of any matters or facts shall be conclusive proof of the
truthfulness of any such matters or facts.

EVENTS OF DEFAULT At Lender s option, Grantor will be in default under this Deed of Trust if any of the following
happen:

Payment Default. Gran'ter__ fa'i’]s m make any payment when due under the Indebtedness.

Break Other Promises. . 'G'ran'tor_t__a_reaks any promise made te Lender or fails to perform promptly at the time and
strictly in the manner. -p’r_c_!__vide._d‘ in this.Deed of Trust or in any agreement related to this Deed of Trust.

Compliance Default. "'Failu-re_tg compfy 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 Payments.: Failure et::'GF?Utor within the time required by this Deed of Trust to make any payment
faor taxes or insurance, gr any-other pay_men_jt necessary to prevent filing of or to effect discharge of any lien.

False Statements. Any repre‘sentetion'dr statement made or furnished to Lender by Grantor or on Grantor's bebhalf
under this Deed of Trust or the Re[ated Documents is false or misleading in any material respect, either now or at
the time made or furnished. :

Defective Collateralization. This 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 reason. 3 .

Death or Insolveney, The death of any Grantor, t:he msolvency of Grantor, the appointment of a receiver for any
part of Grantor's property, any assignment for the benefit of creditors, any type of creditor workout, or the
commencement of any proceeding under any bankruptcy or insolvency laws by or against Grantor,

Taking of the Property. Any creditor or govetnmental agancy tries to take any of the Property or any other of
Grantor's property in which Lender has a lieni This includes taking of, garmishing of or levying on Grantor's
accounts with Lender. However, if Grantor disputes in good fgith whether the claim on which the taking of the
Property is based is valid or reasonable, and if.Grantor gives Lender written notice of the claim and furnishes
Lender with monies or a surety bond satisfactory to Lender 10 sattsf"y the claim, then this default provision wiil not
apply. w5

Breach of Other Agreement. Any breach by Grantor under"the terms'of any other agreement between Grantor and
Lender that is not remedied within any grace period prowded therein, including without limitation any agreement
concerning any indebtedness or other obligation of Grantor to Lender whether existing now or later.

Events Affecting Guarantor. Any of the preceding events occurs wrth respect to any guarantor, endorser, surety,
or accommodation party of any of the Indebtedness or any guarantor, eridotser, surety, or accommodation party
dies or becomes incompetent, or revokes or disputes the validity of, or liability under, any Guaranty of the
Indebtedness. In the event of a death, Lender, at its optioh, ‘may, but shall not be required to, permit the
guarantor's estate to assume unconditionally the obligations anstng under the guaranty in a manner satisfactory to
Lender, and, in doing so, cure any Event of Default. T

Right to Cure. If any default, other than a default in payment is curabfe and’ |f Grantor has not been given a notice
of a breach of the same provision of this Deed of Trust within the preceding twelve t12) months, it may be cured if
Grantor, after receiving written natice from Lender demanding cure of such default:’ {1} cures the default within
thirty (30) days; or (2) if the cure requires more than thirty (30} days, |mmed|ately initiates steps which Lender
deems in Lender's scle discretion to be sufficient to cure the default arid thereafter coritinues and completes all
reasonable and necessary steps sufficient to produce compliance as soon as reasonablv practlcal

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

Election of Remedies. All of Lender's rights and remedies will be curnulatwe and may be exercised alone or
together. An election by Lender to choose any one remedy will not bar Lender from using” any- -other remedy. If
Lender decides to spend money or to perform any of Grantor's obligations under this.Deed of Frust, after Grantor's
failure 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 Indebtedness. Lender shall have the right at its option to declare the entire Indebtedness tmmedlately
due and payable, including any prepayment penaity which Grantor would be required to pays

Foreclosure. With respect to all or any part of the Real Property, the Trustee shali have the nght 1o exerc:se its
power of sale and to foreclose by notice and sale, and Lender shall have the right to f‘oreclose by ;udtmal
foreclosure, in either case in accordance with and to the fult extent provided by applicable law. + .

UCC Remedies. With respect to ali or any part of the Personal Property, Lender shall have a]l the nghts and
remedies of a secured party under the Uniform Commercial Code. : ;

Collect Rents. Lender shall have the right, without notice to Granter to take possession of and manage the..
Property and collect the Rents, including amounts past due and unpaid, and apply the net praceeds, over and
above Lender’'s costs, against the Indebtedness. In furtherance of this right, Lender may require any tehant or
other user of the Property to make payments of rent or use fees directly to Lender. If the Rents are collected by’ .
Lender, then Grantor irrevocably designates Lender as Grantor's attorney-in-fact to endoerse instruments received in:
payment thereof in the name of Grantor and to negotiate the same and collect the proceeds. Payments by tenants .-
or other users to Lender in response to Lender’s demand shall satisfy the obligations for which the payments arg
made, whether or hot any proper grounds for the demand existed. Lender may exercise its rights under this
subparagraph either in person, by agent, or through a receiver.

. AN RUAUNR AR
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£ DEED OF TRUST
o (Continued) Page 7

estate in the Property at any time held by or for the benefit of Lender in any capacity, without the written consent
'"of Lender

Govarmng ‘Law. This Deed of Trust wili be governed by federal law applicable to Lender and, to the extent not
preempted by federal law, the laws of the State of Washington without regard to its conflicts of law provisions.
This Deed of Trust has been accepted by Lender in the State of Washington.

:'Chorce of Venue If there is a lawsuit, Grantor agrees upon Lender's request to submit to the jurisdiction of the
courts of: Skagnt County, State of Washington.

Jmnt and’ Sevéral. Lral:nhty All obligations of Grantor under this Deed of Trust shall be joint and several, and all
references.'to Gran_tor shall mean each and every Grantor. This means that each Grantor signing below is
responsible for all obligations in this Deed of Trust.

No Waiver by Lerider. Grantor understands Lender will not give up any of Lender's rights under this Deed of Trust
unless Lender does so inwriting. The fact that Lender delays or omits to exercise any right will not mean that
Lender has given up that. nght If Lender does agree in writing to give up one of Lender's rights, that dees not
mean Grantor wifl not _have to comply with the other provisions of this Deed of Trust. Grantor also understands
that if Lender:toed congent.to a reguest, that does not mean that Grantor will not have to get Lender's consent
again if the situation “happens again. Grantor further understands that just because Lender consents to one ar
more of Grantor's requests; that does not mean Lender will be required to consent to any of Grantor's future
requests. Grantor warves presentment demand for payment, protest, and notice of dishonor.

Severability. If a court fmds that any provision of this Deed of Trust is not valid or should not be enforced, that
tact by itself will not'mean;that’ ‘the rest of this Deed of Trust will not be valid or enforced, Therefore, a court will
enfarce the rest of the prowsmns of thls Deed of Trust even if a provision of this Deed of Trust may be found to be
invalid or unenforgeable. :

Successors and Assigns. Subject to any Timitations stated in this Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shall be" b:ndrng upon afd inure to the benefit of the parties, their successors and assigns. If
ownership of the Property becomes vested in a person other than Grantor, Lender, without notice to Grantor, may
deal with Grantor's successors with reference to this Deed of Trust and the Indebtedness by way of forbearance or
extension without releasing Grantor from the oblrgatlons of this Deed of Trust or liability under the indebtedness,

Time is of the Essence. Time is of e essence iy the performance of this Deed of Trust.

Waive Jury. All parties to this Deed'of T rust hereby waive the right to any jury trial in any action, proceeding, or
counterclaim brought by any party against any other party.

Waiver of Homestead Exemption. Gran__t'dl'_.‘here_byf _re1eases and waives all rights and benefits of the homestead
exemption laws of the State of Washington-' as.to alt Indebtedness secured by this Deed of Trust.

SERVICING NOTICE. Grantor is hereby notified that the servicing for the lean is subject to sale, transfer, or
assignment. If and when the servicing is sold, transferred or assigned, the purchasing servicing agent is required to
provide notification to Grantor.

DEFINITIONS. The following words shall have the foliow:ng meanlngs when used in this Deed of Trust:
Benoficiary. The word "Beneficiary™ means Whidbey Island Bank and its successors and assigns.

Borrower. The word "Borrower” means KELDON S PICKERING and KAY M PICKERING and includes all cg-signers
and co-makers signing the Note.

Deaad of Trust. The words "Deed of Trust" mean thls Deed of Trust among Grantor, Lender, and Trustee, and
includes without limitation all assignment and security 1n1erest prowsrons relatlng to the Personal Property and
Rents. w

Environmental Laws. The words "Environmental Laws" mean 'any and: aII state, federal and local statutes,
regulations and ordinances relating to the protection of human health .or:the environment, including without
limitation the Comprehensive Environmental Response, Compensation, and Liability Act of 1980, as amended, 42
U.5.C. Section 9601, et seq. {"CERCLA"), the Superfund Amendments and Reauthorization Act of 1986, Pub. L.
No. 99-499 ("SARA"}, the Hazardous Materiats Transportation Act;-49.14:6.C: Section 1801, et seq., the Resource
Conservation and Recovery Act, 42 U.S.C. Section 6901, et seq., or other appllcable state or federal laws, rules,
or regulations adopted pursuant thereto. ; 3

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

Grantor. The word "Grantor" means KELDON S PICKERING and KAY M PICKERlNG

Guaranty. The word "Guaranty” means the guaranty from guarantor, endorser, surety, ar eccommodatron party to
Lender, including without limitation a guaranty of all or part of the Note.

Hazardous Substances. The words "Hazardous Substances™ mean materlals that because of their quantity,
concentration or physical, chemical or infectious characteristics, may cause or pose a present Br potentral hazard
to human health or the environment when improperly used, treated, stored, disposed-of, generated, manufactured,
transported or otherwise handled. The words "Hazardous Substances" are used in their.very broadest sense and
include without limitation any and all hazardous or toxic substances, materials or waste.as’dsfined by or listed
under the Enviranmental Laws. The term "Hazardous Substances” also includes, without Ilmltanon petrqleum and
petraleum by-products or any fraction thereof and asbhestos. L

Improvemants. The word “Improvements™ means all existing and future improvementsf*burldlng"é str'ud'tures,
mobile homes affixed on the Real Property, facilities, additions, replacements and other constructlon on the Real
Property. .

indebtedness. The word "Indebtedness” means all principal, interest, and other amounts, costs .;e'nd -e)'k-pen'se:'s

payable under the MNote or Related Documents, together with all renewals of, extensions of, modifications of,«,
consolidations of and substitutions for the Note or Related Documents and any amounts expended or advanced, by
Lender to discharge Grantor's obligations or expenses incurred by Trustee or Lender to enforce: Grantor's i
obligations under this Deed of Trust, together with interest on such amounts as provided in this Deed of- Trust '

Lender. The word "Lender" means Whidbey Island Bank, its successors and assigns. The words successersubf
assigns” mean any person or company that acquires any interest in the Note. :

Note. The word "Note” means the promissory note dated July 15, 2005, in the original principal amount__,--""
of $270,000.00 from Grantor 1o Lender, together with all renewals of, extensions of, modifications: of,
refinancings of, consolidations of, and substitutions for the promissory nate or agreement.

Personal Property. The words "Personal Property”™ mean all equipment, fixtures, and other articles of personal
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EXHIBIT “A”

Unit 4, EAGLE RIDGE FAIRWAY VILLA, A CONDOMINIUM, according to the Restated First
Amended-Declaration thereof recorded October 31, 2003, under Auditor’s File No. 200310310103
and Survey Map and 'Plans thereof recorded on November 5, 2002, under Auditor's File No.
20021 1050117 records of Skagit County, Washington.

Situated in Skaglt County, Washlngton

- END OF EXHIBIT “A” -
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