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A FIRST AMERICAN TITLE CO.
" CONSTRUCTION DEED OF TRUST PZU415E D

DATE: January 13, 2:(:)'06'"'&

Reference # (if apphcabie) A84925 Additional on page
Grantor(s}: .

1. SMITH, WALTER E

2. SMITH, VELMA D

Grantee(s)
1. Whidbey island Bank 0
2. FIRST AMERICAN TITLE COMPANY Mt. Vernon , Trustee

Legal Description: LOTS 3 - 7, BLOCK 5 HOLIDAY HIDEAWAY NO. 1"
P Additional on page 2

Assessor's Tax Parcel ID#: 3926—005:'_100'7_—0007 {(P65950)

THIS DEED OF TRUST is dated January 13 2006, among WALTER E SMITH and VELMA D
SMITH; husband and wife ("Grantor”); Whidbey_ lsland Bank, whose mailing address is REAL
ESTATE BFC, BURLINGTON, WA (referred to belqw sometimes as "Lender” and sometimes as
“Beneficiary”); and FIRST AMERICAN TITLE COMPANY:-Mt. Vernon , whose mailing address is
1301-B RIVERSIDE DRIVE, MOUNT VERNON, WA 98273 (referred to below as "Trustee").
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DEED OF TRUST
{Continued) Page 3

i Comphance with Governmental Requirements. Grantor shall promptly comply, and shall promptly cause
¢ /“corpliance by all agentg, tenants or other persons or enhtities of every nature whatsoever who rent, lease or
otherwise-use or occupy the Property in any manner, with all laws, ordinances, and regulations, now or hereafter
~-vm effeot-of all governmental avthorities applicable 1o the use or occupancy of the Property. Grantor rmay contest
in good falth any such law, ordinance, or regulation and withhold compliance during any proceeding, inciuding
appropriate appeals, so long as Grantor has notified Lender in writing prior to doing so and so leng as, in Lender's
sole oplnmn, Fender's interests in the Property are not jeopardized. Lender may require Grantor to post adequate
secur:tv of 2 surety bond, reasonably satisfactory to Lender, to protect Lender’s interest.

Duty 10 Protect ._'Tan‘tor 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
reasonaply necessary to protect and preserve the Property.

Construgtion Loan, If some or all of the proceeds of the loan creating the Indebtedness are to be used to construct
ar complete construction of any Improvements on the Property, the Improvements shall be completed no later than
the maturity date of’ t'ne Note {or such earfier date as Lender may reasenably establish) and Granter shali pay in full
all costs and expenses inzconnection with the work. Lender will disburse loan proceeds under such terms and
conditions as Lendérmay deem reasonably necessary to insure that the interest created by this Deed of Trust shall
have priority over all possible liéns, including those of material suppliers and workmen. Lender may reqmre amang
other things, that disbirsepmient’requests be supported by receipted bills, expense affidavits, waivers of liens,
construction progress repotts,“and such other documentation as Lender may reasonably request.

DUE ON SALE - CONSENT.-BY LENDER. “Lender may, at Lender's option, (A} declare immediately dug and payable all
sums secured by this Deed-of Trust-or. (B) increase the interest rate provided for in the Note or other document
avidencing the Indebtedness and impose such other conditions as Lender deems appropriate, upon the sale or transfer,
without Lender's prior written consent, of all or any part of the Real Property, or any interest in the Real Property. A
"sale or transfer” means the conveyance of Real Property or any right, title or interest in the Real Property; whether
legal, beneficial or equitable; whether \.'oluntaalr\.r or involuntary; whether by outright sale, deed, installment sale contract,
land contract, contract for deed, Iaasehold iriterést with a term greater than three (3) years, lease-option contract, or by
sale, assignment, or transfer of any benefucnal 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, this option shall not be exercised by Lender
if such exercise is prohibited by federal law or by Washmgton law.

TAXES AND LIENS. The following prows g relatmg to the taxes and liens on the Property are part of this Deed of
Trust: o

Payment. Grantor shali pay when due (and in’ all events prior to delinquency) all taxes, special taxes, assessments,
charges (including water and sewer), flnes and :mposmons levied against or on account of the Property, and shall
pay when due all claims for work done dnor fof services rendered or material furnished to the Property. Grantar
shall maintain the Property free of all liens’ hawng priority over or equal to the interest of Lender under this Deed of
Trust, except for the lien of taxes and assessments not due and except as otherwise provided in this Deed of
Trust,

Right to Contest. Grantor may withhold payme‘nt":of any tax, assessment, or claim in connection with a good faith
dispute over the obligation to pay, so long as Lerider’s interest’in the Property is not jeopardized. If a lien arises or
is filed as a resuit of nonpayment, Grantor shall within fiftéen<{15} days after the lien arises or, if a lien is filed,
within fifteen {15} days after Grantor has notice of the filing? secure the discharge of the fien, or if requested by
Lender, depasit 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 attorngys' fees, or gther charges that could accrue as a
result of a foreclosure or sale under the lien. In any‘contest; Grantor shall defend itself and Lender and shall
satisfy any adverse judgment before enforcement againstthe Praperw Grantor shall name Lender as an additional
obligee under any surety bond furnished in the contest proceedmgs --

Evidence of Payment. Grantor shall upon demand furnish to Lender satnsfactorv evidence of payment of the taxes
or assessments and shall authorize the appropriate governmental éfficial to delwer to Lender at any time a written
statement of the taxes and assessments against the Property.

Notice of Construction, Grantor shall notity Lender at least flfteen {18y d 'S befare any work is commenced, any
services are furnished, or any materials are supplied to the Property;-if-any. mechamc s lien, materialmen's lien, or
other lien could be asserted on account of the work, services, or materials..~Grantor, will upen request of Lender
furnish to Lender advance assurances satisfactory to Lender that Granter can and will pay the cost of such
improvements. ;

PROPERTY DAMAGE INSURANCE. The foilowing provigions refating to |nsur|ng ‘the: Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and maintain policies of ﬁrs insurahce with standard extended
coverage endorsements on a replacement basis for the full insurable value covering’ all lmprovements on the Real
Property in an amount sufficient to avoid application of any coinsurance clause, and with a.standard mortgagee
clause in favor of Lender, together with such other hazard and liability insurance as Len;;ler miay reasonably require.
Policies shall be written in form, amounts, coverages and basis reascnably acceptabie to Lender. and issued by a
company or companies reasonably acceptabie to Lender, Grantor, upon request of Lender; “wilf déliver to Lender
from time to time the policies or certificates of insurance in form satisfactory to Lender, jﬁcludiﬁg “stipulations that
caverages will not be cancelled or diminished without at least ten {10Q) days prior wrltten fotice to. Leénder. Each
insurance policy alse shall include an endarsement providing that coversge in favor of Lendér witl not-besimpaired
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 available, within 45 days after notlce is gwen by
Lender that the Property i5 located in a special flood hazard area, for the full unpaid principal’balanee of the loan
and any prior liens on the property securing the loan, up to the maximurm policy limits set under the Natiorial Flood
insurance Program, ar as otherwise required by Lender, and to maintain such insurance for the terim of the:ldan.”

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the Property. - Lende'r may
make proot of loss if Grantor fails 10 do so within fifteen {1D) days of the casualty. Whether or:not Lendér's ./
security is impaired, Lender may, at Lender's election, receive and retain the proceeds of any insurance and: applv
the proceeds to the reduction of the Indebtedness, payment of any lien affecting the Property, or the restoration:” -
and repair of the Property. ¥ Lender elects to apply the proceeds to restoration and repair, Grantor shalf:repair'or -~

replace the damaged or destroyed Improvements in a manner satisfactory to Lender. Lender shall, upon

satisfactory proof of such expenditure, pay or reimburse Grantor from the proceeds for the reasonable cast 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 committed to the repair or restoration’ of
the Property shall be used first to pay any amount owing to Lender under this Deed of Trust, then to pay accrued
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DEED OF TRUST
{Continued) Page 5

Addresses The mailing addresses of Grantor {debtor} and Lender (secured party} from which information
copiterning the security interest granted by this Deed of Trust may be obtained {each as required by the Uniform
Commermal Code) are as stated on the first page of this Deed of Trust.

FURTHER ASSURANCES. ATTORNEY-IN-FACT. The following provisions relating to further assurances and
attorpey—m -fact a_re_ a part of this Deed of Trust:

Further Assurénces At any time, and fram time to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause to be made, executed or delivered, to Lender or to Lender's designee, and when requested by
Lendér,” 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 mortgages, deeds of trust, security deeds, security
agreements, flnancmg statements, continuation statements, instruments of further assurance, certificates, and
other th:uments as may, in the sole opinion of Lender, be necessary or desirable in arder to effectuate, complete,
perfect,-gontinue;. or ‘preserve (1)  Grantor's obligations under the Note, this Deed of Trust, and the Related
Documents, and+ {2} .the liens and security interests created by this Deed of Trust as first and prior liens on the
Praperty, whether now: owhed or hereafter acquired by Grantor. Unless prohibited by law or Lender agrees to the
contrary in wrltmg, _Grantor shall reimburse Lender for all costs and expenses incurrad in connection with the
matters referred toin __thl_s pa_ragraph

Attorney-in-Fact. |f Graptor fails.to do any of the things referred to in the preceding paragraph, Lender may do so
for and in the name of Graritor-and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints
Lender as Grantor's attorney~tn—fact for the purpose of making, executmg, delivering, filing, recording, and doing all
other things as may b& necessary oF, desnrable in Lender's solfe opinion, to accomplish the matters referred to in
the preceding paragraph B

FULL PERFORMANCE. If Grantor pays all the Indebtedness when due, and otherwise performs all the obligations
impased upon Grantar under: this Deed: of Trust, Lender shall execute and deliver to Trusiee a reguest for full
reconveyance and shall execute and deliver to Grantor suitable statements of termination of any financing statement on
file evidencing Lender's security: mterest in the Reénts and the Persanal Property. Any reconveyance fee shall be paid by
Grantor, if permitted by applicablé-taw: Thie grantee in any reconveyance may be described as the "person or persons
legally entitled thereto”, and the recitals |n the reconveyance of any matters or facts shall be conclusive proof of the
truthfuiness of any such matters or fact_ s

EVENTS OF DEFAULT. At Lender's optnon Grantor Wlll he in default under this Deed of Trust if any of the fellowing
happen: r.

Payment Default. Grantor fails 1o make .':iny "payrnent when due under the Indebiedness.

Break Other Promises. Grantor breaks arw promlse made to Lender or fails to perform promptly at the time and
strictly in the manner provided in this Deed of Truast.or in any agreement related to this Deed of Trust.

Compliance Default. Failure to comply wlth any other term, ohligation, cavenant or candition cantained in this
Deed of Trust, the Note or in any of the Related:Documents.

Default on Other Payments. Failure of Grantor wmthm the time required by this Deed of Trust to make any payment
for taxes or insurance, or any other payment necessary to prevent filing of or to effect discharge of any lien.

False Statements. Any representation or statement made of iurmshed to Lender by Grantor or on Grantor's behalf
under this Deed of Trust or the Related Documents is fa!se of mlslaadlng in any material respect, sither now or at
tha time made or furnished. . :

Defective Collateralization, This Deed of Trust or any o'f the Re’lated Documents ceases to be in full force and
gffect {including failure of any collateral document to create a vahd and perfected security interest or lien) at any
time and for any reason. S o

Death or Insolvency. The death of any Grantor, the insolvency : of Grantor, the appointment of a receiver for any
part of Grantor's property, any assignment for the benefit of creditors, ‘any type of crediter workout, or the
gommencement of any proceeding under any bankruptcy or |nsolvency Iaws by or against Grantor.

Taking of the Property. Any creditor or governmental agency trles 1o take any of the Property or any other of
Grantor's property in which Lender has a lien. This includes taking. of, garnlshmg of or levying on Grantor's
accounts with Lender. However, if Grantor disputes in good falth whethet the &laim on which the taking of the
Property is based is valid or reasonable, and if Grantor gives Lender written notige: of the claim and furnishes
Lender with monies or a surety bond satisfactory to Lender to satisfy the clalm then th|s default provision will nat
apply.

Breach of Other Agreement. Any breach by Grantor under the terms of anv other agreement between Grantor and
Lender that is not remedied within any grace period provided therein, incliding ‘without limitation any agreemem
concerning any indebtedness or other obligation of Grantor to Lender, whether existing-how or fater.

Events Affecting Guarantor. Any of the preceding events occurs with respect to a_hy gua[arritqr,' endorser, surety,
or accommodation party of any of the Indebtedness or any guarantor, endorser,: surety, or accommadation party
dies or becomes incompetent, or revokes or disputes the validity of, or liability “ufider,” any” Guaranty of the
Indebtedness. In the event of a death, Lender, at its option, may. but shall not.bé reqgiired .o, permit the
guarantor's estate to assume unconditionally the obligaticns arising under the guarantv ln a rnanner satlsfactory to
Lender, and, in doing so, cure any Event of Default. ) B :

Right to Cure. If any default, other than a default in payment is curable and if Grantor hsé notbeen .given'-a notice
of a breach of the same provisicn of this Deed of Trust within the preceding twelve (12} months, it'ray-be cured if
Grantor, after receiving written notice from Lender demanding cure of such default: (1} cures. the defautt within
thirty (30) days; or (2) if the cure requires more than thirty {30) days, immediately initiates. steps which, Lender
tgeems in Lender's sole discretion 1o be sulficient to cure the default and thereafter continues- and 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 tlme thereafter
Trustee or Lender may exercise any one or more of the following rights and remedies: e

Efection of Remedies. All of Lender's rights and remedies will be cumulative and may be exercisgd alqn'é oF
together. An election by Lender to choose any one remedy will not bar Lender fram using any other remedy: If &
Lender decides to spend money or ta perform any of Grantor's obligations under this Deed of Trust, after Grﬂr‘itor' s
failure to do so, that decision by Lender will not affect Lender's right to declare Grantor in default and to exercnse

Lender’s remedies.

Accelerate Indebtedness. Lender shall have the right at its option to declare the entire Indebtedness 1mmedmate1y"'”
due and payable, including any prepayment penalty which Grantor would be required to pay.

Foraclaosure, With respect to all or any part of the Rea! Property, the Trustee shall have the right to exercise its

WAABAY

Skagit County Auditor
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DEED OF TRUST
{Continued) Page 7

‘ wntten ncmce to the other persen or persens, specifying that the purpose of the nofice is 1o change the person's

address:” For notice purposes, Grantor agrees to keep Lender informed at all times of Grantor's current address.
Sublect to-d@pplicable law, and except for notice required or allowed by law to be given in ancther manner, if there is
more than one.Giantor, any notice given by Lender to any Grantor is deemed to be notice given to all Grantors. [t will
be Grantor s responsﬂnhty to tell the others of the notice from Lender.

MISGELLANEOUS PROVISIONS The following miscellaneous provisions are a part of this Deed of Trust:

Amandments Vyhat is written in this Deed of Trust and in the Related Documents is Grantor's entire agreement
with Lender concerning the matters covered by this Deed of Trust. To be effective, any change or amendment to
this“Deed of Trust must be in writing and must be signed by whaever will be bound or obligated by the change or
amendment. . -

Caption: Haadmgs Captlon headings in this Deed of Trust are for convenience purpeses only and arg not to be
used to unterpret or defme the provisions of this Deed of Trust.

Werger. There shall’ be no merger of the interest or estate created by this Deed of Trust with any other interest or
estate in the Propert_ at any time held by or for the benefit of Lender in any capacity, without the written consent
of Lender. :

Governing Law Thjs Dead Df Trust will be govarned 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 heen. acceptad by Lender in the State of Washington.

Choice of Venue. If:there is’ a _!___a_WSUft, Grantor agrees upon Lender's request to submit to the jurisdiction of the
courts of SKAGIT Courity, State of Was’hington

Joint and Several Lnablllty Al obllgatmns of Grantor under this Deed of Trust shall be joint and several, and all
references to Grantor shall mean each and every Grantor. This means that each Grantor signing below s
responsible for all obhgatmns in thls Deed of Trust.

No Waiver by Lender. Grantor: understands Lender will not give up any of Lender’s rights under this Deed of Trust
unless Lender does so in writing..-"The fact that Lender delays or omits to exercise any right will not mean that
Lender has given up that right, - :If kénder does“agree in writing to give up one of Lender's rights, that does not
mean Grantor will not have to comply with the other provisions of this Deed of Trust. Grantor also understands
that if Lender does consent to a reduest, that ddes not mean that Grantor will not have to get Lender's consem
again if the situation happens again:” Grantor further understands that just because Lender consents to one or
more of Grantor's requests, that does not 'mean Lepder will be required to consent to any of Grantor’s future
requests. Grantor waives presentment, demand for-payment, protest, and notice of dishonor.

Severability. If a court finds that any pFo\ti‘sion-"ka_, this Deed of Trust is not valid or should not be enforced, that
fact by itseif 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 Deéd 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 iimitatidns stated in this Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shall be binding upon and inure to the bepéfit.of the parties, their successors and assigns. If
ownership of the Property becomes vested in a person other thean Granter, 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
extansion without releasing Granter from the obhgatlons of ‘this Deed of Trust or liability under the Indebtedness.

Time is of the Essence. Time is of the essence in the performance of this Deed of Trust.

Waive Jury. Al parties to this Desed of Trust hereby walva tha ﬂght to eny jury trial in any action, proceeding. or
counterclaim brought by any party against any other party.

Waiver of Homestead Exemption. Grantor hereby releases and waives all. rights and benefits of the homestead
exemption laws of the State of Washington as to all Indebtedness secured by th|s Deed of Trust.

DEFINITIONS. The following words shall have the following meanings, when used_ ’n this Deed of Trust:
Beneficiary. The word "Beneficiary™ means Whidbey !sland Bank, and its successors and assigns.

Borrower. The word "Borrower" means WALTER E SMITH and VELMA P SMITH and includes all co-signers and
co-makers signing the Note and all their successors and assigns.

Deed of Trust. The words "Deed of Trust” mean this Deed of Trust among Granter, Lender, and Trustee, and
includes without limitation all assignment and security interast prov:saons relatmg to the Personal Property and
Rents. L

Envirommental Laws. The words "Environmental Laws" mean any and all state ':federal and local statutes,
regulations and ordinances relating to the protection of human health or the environmedt,:including without
limitation the Comprehensive Environmental Response, Compensation, and Liability: Act of 1980, as amended, 42
J.5.C. Section 9601, et seq. {("CERCLA"}, the Superfund Amendments and Reatthorization” Act Gi 1986, Pub. L.
No. 99-499 {"SARA"), the Hazardous Materials Transportation Act, 49 UJ.S.C. Sectign 1801, et seq.; the Resource
Conservation and Recovery Act, 42 U.S.C. Section 6901, et seq., or other applicable statg-or federal laws, rules,
or regulations adopted pursuant thereto. ;

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

Grantor. The word "Grantor” means WALTER £ SMITH and VELMA D SMITH.

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

Hazardous Substances. The words "Hazardous Substances” mean materials that, because of their quantity,
concentration or physical, chemical ar infectious characteristics, may cause Of pose a present or potennai hazard"‘*-_

to human health or the environment when improperly used, treated, stored, dlsposed of, generated, manufactured
trangporied 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 defined by or listed ;
under the Environmental Laws. The term "Hazardous Substances” also includes, without limitation, petro!eum and‘:
petroleum by-products or any fraction thereof and asbestos. g

improvements. The word "Improvements” means all existing and future improvements, buildings, structuées,
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 amounts, costs and expenses

WA
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