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DEED OF TRUST CHICAGO TITLE CO.
=08CH

DATE: August 16, 26'06‘"'

Reference # (if appllcable) lC39804 Additional on page _
Grantor{s):

1. LEARMONTH; ARTHUR 8

2. LEARMONTH, _DIANE s

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

Legal Description: UNIT 2, TF DOCK SKYLINE NO 23
o Additional on page 2

Assessor's Tax Parcel [D#: 4561-0022902—6001

THIS DEED OF TRUST is dated August 16, 2006, among ARTHUR B LEARMONTH and DIANE
S LEARMONTH; husband and wife {"Grantor"); Whidbey Island Bank, whose mailing address is
Anacortes Office, 2202 Commercial Ave., P.0. Box 320, ‘Anacortes, WA 98221 (referred to
below sometimes as "Lender” and sometlmes as - “'Beneflcaary ); 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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DEED OF TRUST
{Continued) Page 3

; _Qémp'liance with Governmental Requirements. Grantor shall promptly comply, and shall promptly cause
s 7 compliance by all agents, tenants or other persons or entities of every nature whatsocever who rent, lease or
) Otherwige use or occupy the Property in any manner, with all laws, ordinances, and regulations, now or hereafter
in‘effect;. of all governmental authorities applicable to the use or occupancy of the Property. Grantor may contest
ih good faithi any such law, ordinance, or regulation and withhold compliance during any proceedlng, including
‘appropriate: appeals, so long as Grantor has notified Lender in writing prior to deing so and so long as, in Lender's
*sole opinign, fLender's interests in the Property are not jeopardized. Lender may require Grantor to post adeguate
'secunty 6r a surety bond, reasonably satisfactory to L.ender, to protect Lender’s interest.

Duty to Proteit.. .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
reasonabiy Pecessary to protect and preserve the Property.

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lender's aption, {A) declare immediately due and payable all
sums secured by this Deed Uf Trust or {B} increase the interest rate provided for in the Note or other document
gvidencing the '|ndebtedness ‘and impose such other conditions as Lender deems appropriate, upon the sale or transfer,
without Lender's priof wntten ‘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 aquitable; ‘whethér voluntary or involuntary; whether by outright sale, deed, installment sale contract,
jand contract, contract for déed,leasehold interest with a term greater than three (3) years, lease-opticn contract, or by
sale, assignment, or transfer of apy beneficial interest in or to any land trust holding title to the Real Property, or by any

other method of CO”VGVEI"ICB of-an intergst in the Real Property. However, this option shall not be exercised by Lender
it such exercise is prohlbtted by federal law or by Washington law.

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

Payment. Grantor shall pay--when dué {andc_in all events prior to delinguency) all taxes, special taxes, assessments,
charges (including water and §gwer), fines and impositions levied against or on account of the Property, and shall
pay when due afl claims for work dpne .on or for services rendered or material furnished to the Property. Grantor
shall maintain the Property free of-all liens having priarity 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. RE

Right to Contest. Grantor may wit'hhotd baw‘he,_ht 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 Praperty is not jeopardized. If a lien arises or
is filed as a result of nanpayment, Grantor shall within fifteen {15} days after the lien arises or, if 2 lien is filed,
within fifteen (15} days after Grantor has notice-of the filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lender cash ar a sufficient'corporate surety bond or other security satisfactory to Lender in an
amaunt 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 lien: In any contest, Grantor shall defend itseif and Lender and shall
satisfy any adverse judgment before enforcement against the Property. Grantor shall name Lender as an additional
ohligee under any surety band furnished in the ‘contest procesdings.

Evidence of Payment. Grantor shall upon demanid furnish to.£ender satisfactory evidence of payment of the taxes
or assessments and shall authorize the appropriate governmentai offlcral to deliver to Lender at any time a written
statement of the taxes and assessments against the Propertv

Notice of Construction. Grantor shall notify Lender at Ieast fifteen (15) days before any work is commenced, any
services are furnished, or any materials are supplied 1o-the Propérty, If any mechanic's fien, materialmen's lien, or
other lien could be asserted on account of the work, services, or'materials. Grantor will upon request of Lender
furnish ta Lender advance assurances satisfactory to Lender that Gram:or can and will pay the cost of such
improvements.

PROPERTY DAMAGE INSURANCE. The following provisions relatmg to msurmg the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and malntam poln::les of 1‘|re insurance with standard extended
coverage endarsements an a fair value basis for the full insurabie, valug covenng all 'mprovements on the Real
Propertv in an amount sufficient to avoid application of any coinsurance; clausé,“and with a standard mortgagee
clause in favor of Lender, together with such other hazard and liability insurance as Lender may reasonably require.
Policies shall be written in form, amounts, coverages and basis reasonably acceptabls to Lender and issued by a
company or campanies reasonably acceptable to Lender. Grantor, upon reguest of Lender will deliver to Lender
from time to time the policies or certificates of insurance in form satisfactory.to Lender lncludlng stipulations that
coverages will not be cancelled or diminished without at least 1en {10} days prior wittert notice to Lender. Each
insurance palicy also shall include an endorsement providing that coverage in 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 located in
an area designated by the Director of the Federal Emergency Management Agericy as a spemal flood hazard area,
Grantar agrees to obtain and maintain Federal Flood Insurance, if aveilabie, within 45 days 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 prigr liens on the property securing the loan, up 1o the maximum palicy limits-set under:the National Flood
Insurance Program, or as otherwise required by Lender, and to maintain such insurance for-the:ierm of the loan.

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage td.the Property. Lender may
make proof of loss if Grantor fails to do so within fifteen (15) days of the casualty. WRethar grsriotiLender's
security is impaired, Lender may, at Lender's election, receive and retain the proceeds of dny insiurance and apply
the proceeds to the reduction of the Indebtedness, payment of any lien afiecting the Prap@ity,.ar the restcration
and repair of the Property. If Lender elects to apply the proceeds to restoration and repair, Grantor shall repaur ar
replace the damaged or destroyed Improvements in a manner satisfactory to Lender. “lLendet shall,” Apon
satisfactory proof of such expendlture, pay or reimburse Grantor from the proceeds for the reasonable .cost of
repair or restoration if Grantor is not in default under this Deed of Trust. Any proceeds which Ravendt been
disbursed within 180 days after their receipt and which Lender has not committed to the repair or restofation of ™,
the Property shall be used first to pay any amount owing to Lender under this Deed of Trust, then 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 ta’ Grantgr as,-‘
Grantor’s interesis may appear. .

LENDER'S EXPENDITURES. {f Grantor fails {A) 1o keep the Property free of all taxes, liens, security intere’sts g
encumbrances, and other claims, (B) to provide any required insurance on the Property, or (C) to make repairs tg 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 Lernder r
helieves to be appropriate to protect Lender's interests. Al expenses incurred or paid by Lender for such purposes will

AR
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DEED OF TRUST
{Continued) Page 5

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 mortgages, deeds of trust, security deeds, security
.agreements, financing statements, continuation statements, instruments of further assurance, certificates, and
" ather.doguinents as may, in the sole opinion of Lender, be necessary or desirable in order to effectuate, complete,
perféct, cantinue, ar 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
:f-_Property, whather now owned ar hereafter acquired by Grantor. Unless prohibited by law or Lender agrees to the
contrary.in . wrmng, Grantor shall reimburse Lender for all costs and expenses incurred in connection with the
rnatters referred to in this paragraph.

Attornev-ln—Fact lf 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
Lender:-ag- Grantor s attorney in-fact for the purpose of making, executrng, delivering, filing, recording, and doing all
other thihgs as- 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 upon Grantor” ‘under ‘this Deed of Trust, Lender shall execute and deliver to Trustee a reguest for full
reconveyance and shall execyte and:delfiver to Grantor suitable statements of termination of any financing statement on
file evidencing Lender’s security ifiterest in the Rents and the Personal Property. Any reconveyance fee shall be paid by
Grantor, if permitted by applicable’law. The grantee in any recanveyance may be described as the "person or persons
legally entitled thereta”, and theé 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 5 optlon, Grantor will be in default under this Deed of Trust if any of the following
happen:

Payment Default. Grantor falls to make any, payment when due under the Indebtedness.

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

Compliance Default. Failure to: comply with-afhy other term, obligation, covenant or condition contained in this
Deed of Trust, the Note or in any- cn‘ the Related Documents

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

False Statements. Any representation or statement made or furnished to Lender by Granter or on Grantor’s behaif
under this Deed of Trust or the Related Documents is false or misleading in any material respect, either now or at
the time made or furnished. --

Dafective Collateralization. This Deed of T'rust'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, .,

Death or Insolvency. The death of any Grantor;"- =the insolvenéy 61_‘ Grantor, the appointment of a receiver for any
part of Grantor's property, any assignment for the benefit of:cfeditors, any type of creditor werkout, or the
commencement of any proceeding under any bankruptoy ‘6r=_insolve_ney ‘aws by or against Grantor.

Taking of the Property. Any creditor or governmental dgency tries to take any of the Property or any other of
Grantor's property in which Lender has a lien. This®jncludes taking of, garnishing of or levying on Grantor's
accounts with Lender. However, if Grantor disputes in:good-taith 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 to satlsfy ‘the clalm, then this default provision will not
apply. B -

Breach of Other Agresment. Any breach by Grantar under the t'_erine of any e’ther agreement between Grantor and
Lender that is not remedied within any grace period provided therein, intluding without limitation any agresment
concerning any indebtedness or other obligation of Grantor to Lender whether exnstmg now or later.

Events Affecting Guarantor. Any of the preceding events occurs W|th respect 16" any guarantor, endorser, surety,
or accommodation party of any of the Indebtedness or any guarantor, ehddrser, surety, or accommeodation 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 option, may, but shal not bg. reguired to, permit the
guarantor's estate to assume unconditionally the obligations arising under: the guaranty in & manner satisfactary to
Lender, and, in doing so, cure any Event of Default. . S

Right to Cure. If any default, other than a default in payment is curable and if Granter has not.been given a notice
of a breach of the same provision 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 default: (1) ures the default within
thirty (30) days; or (2) if the cure requires more than thirty (30) days, immediately initiates stéps which Lender
deems in Lender's sole discretion to be sufficient to cure the default and thereafter continued and completes all
reasonable and necessary steps sufficient to produce compliance as soon as reasonably practlcal ;

RIGHTS AND REMEDIES ON DEFAULT. if an Event of Default occurs under this Deed of Trust at any t!me thereafter,
Trustee or Lender may exercise any one or more of the following rights and remedies: : 3

Election of Remedies. All of Lender's rights and remedies will be cumulative and may"= be exéreised along ar
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 perfarm any of Grantor's cbligations under this Deed of Trust aftet Grantor's
failure to do so, that decision by Lender will not affect Lender's right to declare Grantor in default and 1o exercuse
Lender's remedies. 3 :

Accelorate indebtedness. Lender shall have the right at its option 1o declare the entire 1ndebtedness mmedtately_t-
due and payable, including any prepayment penalty which Grantor would be required to pay. R

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have the right to exercrse its ¢
power of sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by JUdlCla
fareclosure, in either case in accordance with and to the full extent provided by applicable law. S

UGC Remedies. With respect to all or any part of the Personal Property, Lender shall have all the nghts and*-uu_“
remedies of a secured party under the Uniform Commercial Code.

Collect Rents. Lender shall have the right, withaut notice to Grantar to take passession of and manage"th"e
Froperty and collect the Rents, including 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 or
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DEED OF TRUST
{Continued) Page 7

' _wi:t"H Lender concerning the matters covered by this Deed of Trust. To be effective, any change or amendment to
~thig’ Deed of Trust must be in writing and must be signed by whoever will be bound or obligated by the change or
) ~amendment

Caption Headlngs. Caption headings in this Deed of Trust are for convenience purposes only and are not to be
Jused 1o int'e_rpret or define the provisions of this Deed of Trust.

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

Govammg Law Thrs Deed of Trust will 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 Trist has been accepted by Lender in the State of Washington.

Choice of Venue' If. 1here ts a lawsuit, Grantor agrees upon Lender's reguest to submit to the jurisdiction of the
courts of Skagit Countv, State of Washington.

Joint and Sevaral Llabllrty Al obligations of Grantor under this Deed of Trust shall be joint and several, and all
references 1o’ Grantor ‘shali’ mean each and every Grantor. This means that sach Grantor signing below is
responsible for ‘all obhgatlans in'this 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 sg:in writingi-~The fact that Lender delays or omits 1o exercise any right will not mean that
Lender has given up: ‘that right. _If Lender does agree in writing 1o give up one of Lender's rights, that does not
mean Grantor will noi have to’ comply with the other provisions of this Deed of Trust. Grantor also understands
that if Lender does consentto a request, 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 or
more of Grantor's requests; that doés not mean Lender will be required to consent to any of Grantor's future
requests. Grantor wajves ;'Jreé'e"ri-trnent "demand for payment, protest, and notice of dishonor.

Sevarability. If a court finds that any prowsmn 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 thlS Dﬁed of Trust even if a provision of this Deed of Trust may be found to be
invalid or ynenforceable. " T

Successors and Assigns. Subject to any Jlm:ta‘uons stated in this Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shall be binding upon-and dnure 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 natice 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 pbiigations of this Deed of Trust ar liability undsr the Indebtedness.

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

Waive Jury. All parties to this Dead of Trust hereby waive the rlght to any jury trial in any action, proceeding, or
counterclaim brought by any party against any other party. :

Waivar of Homestead Exemption, Grantor hereby releases and waives ail rights and benefits of the homestead
exemption laws of the State of Washington as to all Indebteq_neSS gécurad by this Deed of Trust.

DEFINITIONS. The following words shall have the following mgéhings when used in this Deed of Trust:
Beneficiary. The word "Beneficiary” means Whidbey Isr'arid Bank':"an'd its successors and assigns.

Borrower. The word "Borrower™ means ARTHUR B LEARMONTH &nd“DIANE § LEARMONTH and includes all
co-signers and co-makers signing the Note and all their successors ar\d ass'.gr\s

Deod of Trust. The words "Deed of Trust” mean this Deed of Trust ameng Grantar, Lender, and Trustes, and
includes without limitation all assignment and security rnterest prowsnons relatmg to the Persanal Property and
Rents. . K

Environmental Laws. The words "Environmental Laws” mean‘*-_anv a[\d' gl!*‘s‘.’t’me, federal and local statutes,
regulations and ordinances relating te the protection of human Fealth or the-environment, including without
limitation the Comprehensive Environmental Response, Compensation, and Lfabﬂlty 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. 92-499 {"SARA™), the Hazardous Materials Transportation Act, 48 U.8:C. Section:1801, et seq., the Resource
Conservation and Recovery Act, 42 U.S.C. Section 6301, et seq., or other appllcable s;ate or federal laws, rules,
ar regulations adopted pursuant thereto. .

Event of Default. The words "Event of Default” mean any of the events of default set fDrth in thas Deed of Trust in
the events of default section of this Deed of Trust.

Grantor. The word "Grantor” means ARTHUR B LEARMONTH and DIANE S LEARMONTH

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

Hazardous Substences. The words "Hazardous Substances™ mean materials that, because Gf their quantity,
concentration or physical, chemical or infectious characteristics, may cause or pose a present ot potenttal hazard
10 human heaith or the environment when improperly used, treated, stored, disposad of, generated manufactured,
transported or otherwise handled. The words "Hazardous Substances” are used in their verv brcuadest sense and
include without limitation any and all hazardous or toxic substances, materials or waste as defined by.cr listed
under the Environmental Laws. The term "Hazardous Substances” aiso includes, without hmnatmn petroleum and
petroleum by-products or any fraction thereof and asbestos, <,

lmprovements. The word "Improvements” means all existing and future improvements, bulldl"ngs,'m s*trdcturﬂes:.'
mobile homes affixed on the Real Property, facifities, additions, replacements and other constructlon on the Real.=-'-
Praperty. :

Indebtedness. The word "Indebtedness™ means all principal, interest, and other amounts, costs and expenses:
payable under the Note or Related Documents, together with all renewals of, extensions of, modifications-of, ¢
conselidations of and substitutions for the Note or Related Documents and any amounts expended or advanged by’ |
Lender to discharge Grantor's obligations or expenses incurred by Trustee or Lender to enforce Grantor 8.
obligations under this Dead of Trust, together with interest on such amounts as provided in this Deed of Trust, i

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

Note. The ward "Note" means the promissory note dated August 16, 2006, in the original principal

W
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