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Reference # (if applucahie) B82735 Additional on page
Grantor{s):
1. DUAL STATE INVESTMENTS L.L.C.

DATE: September 29" 2604""

Grantee(s)
1. Whidbey Istand Bank e ’
2. FIRST AMERICAN TITLE COMPANY Trustee

Legal Description: SECTION 5, TOWNSHIP 34
RANGE 5; PTN. SW-Sw Additional on page 2

Assessor's Tax Parcel ID#: 340405 3 001 0004

THIS DEED OF TRUST is dated September 29, 2004, among DUAL STATE INVESTMENTS,
L.L.C.: a Washington Limited Liability Company ("Grantor"), Whidbey Island Bank, whose
mailing address is Burlington Office, 1800 S. Burll_ngtoq ‘Ave., P.O. Box 302, Burlington, WA
98233 (referred to below sometimes as "Lender”“and semetnmes as "Beneficiary"); and FIRST
AMERICAN TITLE COMPANY , whose mailing address |s 1301 B RIVBERSIDE DRIVE, MOUNT
VERNON, WA 98273 (referred to below as 'Trustee )
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DEED OF TRUST
(Continued) - Page 3

2 eese or threatened release occurring prior to Grantor's ownership or interast in the Property, whether or not the
;< same was or should have besn known to Grantor. The provisions of this section of the Deed of Trust, including
) the _ohligation to indemnify, shall survive the payment of the Indebtedness and the satisfaction and reconveyance
of‘the.lien ‘af this Deed of Trust and shall not be affected by Lender's acquisition of any interest in the Property,
whether by foreclasure or otherwise,

:}.Nursanca. ‘Waste Grantor shall not cause, conduct or permit any nuisance nor commit, permit, or suffer any
stripping .of 6r waste on or to the Property or any portion of the Property. Withaut limiting the generality of the
foregoing, Grantor, will not remove, or grant to any other party the right to remove, any timber, minerals (including
oit-and gee) ebal, c'.av, scoria, soil, gravel or rock preducts without Lender's prior written consent.

Removal oF Improvements Grantor shall not demolish or remove any Improvements from the Real Property
without' Lender "§ prigr-written consent. As a condition to the removal of any Improvements, Lender may require
Grantor.to make arrangements satisfactory to Lender to replace such Improvements with Improvements of at least
equal value.

Lender’s Right tg: Enter' Lender and Lender's agents and representatives may enter upon the Real Property at all
reasonable times to atterid ‘to Lender's interests and to inspect the Real Property for purposes of Grantor's
compliance wrth the terms and condltlons of this Deed of Trust,

Compliance with Govarnmental Requirements.  Grantor shall promptly comply, and shall promptly cause
compliance by alt agents; temants or other persons or entities of every nature whatscever who rent, lease or
otherwise use or occupy the Property in any manner, with all laws, ordinances, and regulations, now or hereafter
in effect, of all govérnrrientéi authorities applicable to the use or occupancy of the Property, including without
limitation, the Americans With Disabilities Act. Grantor may contest in good faith any such law, ordinance, or
regulation and withhold compliance during any proceeding, including appropriate appeals, s¢ long as Grantor has
notified Lender in writing prior to doing so and so long as, in Lender's sole opinion, Lender's interests in the
Property are not jeopardized:_ Lender-may-require Grantor to post adequate security ¢r a surety bond, reasonably
satisfactery to Lender, to protéét:Lendef's interest.

Duty to Protect. Grantor agrees nei"theF 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 apnd preser\ie_the Property.

DUE ON SALE - CONSENT BY LENDER:" Lend:er may-. at Lender's opticn, (A} declare immediately due and payable all
sums secured by this 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 iLender'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 voluntary or.invotuntary; whether by outright sale, deed, instaliment sale contract,
land contract, contract for deed, leasehold interest with a term greater than three {3} years, lease-option contract, or by
sale, assignment, or transfer of any beneficial intérest in or to any land trust holding title to the Real Property, or by any
other method of conveyance of an interest in the Real Property. If any Grantor is a corporation, partnership or limited
liability company, transfer aiso includes any change in pwnership of:ore than twenty-five percent {25%) of the voting
stock, partnership Interests or limited Hability company interests,-as the case may be, of such Grantor. However, this
option shall not be exercised by Lender if such exercise is prohlblted bv federal law or by Washington law.

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

Payment. Grantor shall pay when due {and in all events pnor to delinquency] all taxes, special taxes, assessments,
charges {including water and sewer), fines and impaositions, Iewed agalnst ar on account of the Property, and shall
pay when due all claims for work dons an or for services rendered or iiaterial furnished to the Property. Grantor
shall maintain the Property free of all liens having priority over of egual to the:interest of Lender under this Deed of
Trust, except for the lien of taxes and assessments not due and except as otherwuse provided in this Deed of
Trust. : :

Right te Contest. Grantor may withhold payment of any tax, asee_ssmeht,jdr claim in connection with a good faith
dispute over the obligation to pay, so long as Lender's interest in the. Property is notjeopardized. If a lien arises or
is filed as a result of nonpayment, Grantor shall within fifteen {16} days/aftér the.iien arises or, if a 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 or a sufficient corporate surety bond or: other security satisfactory to Lender in an
amount sufficient to discharge the lien plus any casts and attorneys’ fees, or other cﬁarges 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 against the Property. Grantor: shalt name Lender as an additional
obligee under any surety bond furnished in the contest proceedings. g

Evidence of Payment. Grantor shall upon demand furnish to Lender satasfactory ewdence af’ pavment of the taxes
or assessments and shall authorize the appropriate governmental official to dehver to Lender at any time a written
statement of the taxes and assessments against the Property. . '

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 supplied to the Property, if any mechanic’s Ilen, materlalmen s lien, or
other lien could be asserted on account of the wark, services, or materials. Grantor Will-Upon:tequest: of Lender
furnish to Lender advance assurances satisfactory to Lender that Grantor can and W|II pay- the cost of such
improvements.

PROPERTY DAMAGE INSURANCE. The folliowing provisions relating to insuring the Property are a part of thrs Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and maintain policies of fire insurance with standard extendéd
coverage endorsements on a replacement basis for the full insurable value covering all Improvemen‘ts an the Real
Property in an amount sufficient to avoid application of any coinsurance clause, and with a standard mertgagee“'w-__
clause in favor of Lender. Grantor shall alse procure and maintain comprehensive general liability insurance in suth
coverage amounts as Lender may request with Trustee and Lender being named as additional instreds in.Such &
liability insurance policies. Additionally, Granter shall maintain such other insurance, including but net Ilmlte *to_:
hazard, business interruption, and boiler ingurance, as Lender may reasonably require. Policies shall be- wntten in
form, amounts, coverages and basis reascnably acceptable t¢ Lender and issued by a company or companles

reasonably acceptable to Lender. Grantor, upon request of Lender, will deliver to Lender fram time to time the .

policies or certificates of insurance in form satisfactory to Lender, including stipulations that coverages will ngt be”
cancelled or diminished without at least ten (10} days prior written notice to Lender. Each insurance policy“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. The Real Property is or will be located in an area designated by "
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DEED OF TRUST
{Continued) Page 5

: _grent‘dr.

_S-tjbsequent Taxes, If any tax to which this section applies is enacted subsequent to the date of this Deed of
~Trust, this-event shall have the same effect as Default, and Lendar may exercise any or all of its available remedies
for Défault @s provided below unless Grantor either {1} pays the tax before it becomes delinquent, or (2)
‘conitests the tax as provided above in the Taxes and Liens section and deposits with Lender cash or a sufficient
:L_corporate surety bend or other security satisfactory to Lender.

SECURITY AGREEMENT FINANCING STATEMENTS. The follawing provisions relating to this Deed of Trust as a
secuntv agreement are @ part of this Deed of Trust:

Seeunty Agreement This instrument shall constitute a Security Agreement to the extent any of the Property
constitutes fixtures; and Lender shall have all of the rights of a secured party under the Uniform Commercial Code
as amended from time to time.

Security Interest. Upon request by Lender, Grantor shall take whatever action is requested by Lender to perfect
and continue Lendgr's- 'schrity interest in the Rents and Personal Property. In addition to recording this Deed of
Trust in the real propertv records, Lender may, at any time and without further authorization from Grantor, file
executed counterparts;: coples ar reproductlons of this Deed of Trust as a financing statement. Grantor shall
reimburse Lender for all expenses incurred in perfecting or continuing this security interest. Upon default, Grantor
shall not remove, sever or détach the Personal Property from the Property. Upan default, Grantor shall assemble
any Personal Property not affixed to the Property in a manner and at a place reasonably convenlent to Grantor and
Lender and make it ayailable to-tender within three (3} days after receipt of written demand from Lender to the
extent permitted by applrcable Iaw

Addresses. The mailing’ addresses of Grantor {debtor) and lLender (secured party} from which information
concerning the security intgrest granted by this Deed of Trust may be obtained (each as required by the Uniform
Commercial Code} are as stated on the' first page of this Deed of Trust.

FURTHER ASSURANCES: ATTORNE__Y—IN;FAC-T. The following provisions relating to further assurances and
attorney-in-fact are a part of this Deed of Trust:

Further Assurances. At any timeg; and from 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
Lender, cause to be filed, recorded; reflled oOF rerecorded, as the case may be, at such times and in such offices
and places as Lender may deem appropriate; apy and all such martgages, deeds of trust, security deeds, security
agreements, financing statements, centinuatidn statements, instruments of further assurance, certificates, and
other documents as may, in the sole opinion Of Lender,. be necessary or desirable in order to effectuate, complete,
perfect, continue, or preserve (1)  Grantor's obligations under the Note, this Deed of Trust, and the Related
Documents, and {2} the liens and security interedts created by this Deed of Trust as first and prior liens on the
Property, whether now owned or hereafter acquired by Grantor. Unless prohibited by law or Lender agrees to the
cantrary in wrmng, Grantor shall reimburse Lender for all costs and expenses incurred in connection with the
matters referred to in this paragraph.

Attorney-in-Fact. |f Grantor fails to do any of the thmgs referred_to in the preceding paragraph, Lender may do so
for and in the name of Grantor and at Grantor's expense. For suth purposes, Grantor hereby irrevocably appoints
Lender as Grantar's attorney-in-fact for the purpose of makmg, executlng, delivering, fiting, recording, and doing all
other things as may be necessary or desirable, in Lender 8 ‘sole oprnlon to accomplish the matters referred to in
the preceding paragraph. ; :

FULL PERFORMANCE. If Grantor pays all the lndebtedness -when” due, and otherwise performs all the obligations
imposed upon Grantor 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 &tatemerits of tefmination of any financing statement on
file evidencing Lender's security 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 reconveyarice may be:described as the "person or persons
legally entitled thereto”, and the recitals in the reconveyance of anv matters Qr fects shall be conclusive proot of the
truthfulness of any such matters or facts. ¢

DEFAULT. Default will ogcur if payment in full is not made rmmedletely when due

RIGHTS AND REMEDIES ON DEFAULT. If Default occurs under this Deed of Trust ‘at any time thereafter, Trustee or
Lender may exercise any one or mare of the foliowing rights and remedies:

Election of Remedies. Election by Lender to pursue any remedy shall not exclude pursmt of any other remedy, and
an election to make expenditures or to take action to perform an obhgatron of. Grantor: under this Peed ot Trust,
after Grantor's failure to perform, shail not affect Lender's right to declare a default and exercrse its remedies.

Accelerate Indebtedness. Lender shall have the right at its option to declare the: entire Indebtedness immediately
due and payable, including any prepayment penalty which Grantor would be requrred o pay..:

Foreclosurg. With respect to all or any part of the Real Property, the Trustee shsll have’ the rlght to exercise its
power of sale and to foreclose by naotice and sale, and Lender shall have the right to foreclose by judicial
foreclosure, in either case in accordance with and ta the full extant provided by applicable law:

UCC Remedies. With respect to all or any part of the Parsonal Property, Lender shall ha\re all the nghts and
remedies of a secured party under the Uniform Commercial Code. . .

Collect Rents. Lender shall have the right, without notice to Grantor to take possessmn of and rnanage the

Property 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

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 Grantar's attorney-in-fact to endorse instfumerits, recewed 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 are.
made, whether or not any proper grounds for the demand existed. Lender may exercise its rlghts under thls
subparagraph either in person, by agent, or through a receiver. :

Appoint Receiver. Lender shall have the right to have a receiver appointed to take possession of all or ‘any bart of;
the Property, with the power to protect and preserve the Property, to operate the Property preceding of pendmg'
foreclosure or sale, and to collect the Rents from the Property and apply the proceeds, over and above the cost of -
the receivership, against the Indebtedness. The receivar may serve without bond if permitted by law, Lender g .
right to the appointment of a receiver shali exist whether or not the apparent value of the Property exceeds the--’"
Indebtedness by a substantial amount. Employment by Lender shall not disqualify a person from serving as™a
receiver.

Tenancy at Sufferance. If Grantor remains in possession of the Property after the Property is sold as provided .-

T
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DEED OF TRUST
{Continued) Page 7

' _:\:_l}léehihgton.

pheic_e_..o_f_ Venue. If there is a lawsuit, Grantor agrees upon Lender’s request to0 submit to the jurisdiction of the
“courts of Skagit County, State of Washington.

No. Walver by Lender. Lender shall not be deemed to have waived any rights under this Deed of Trust unless such
Awaiver is given in writing and signed by Lender. No delay or omission on the part of Lender in exercising any right
‘shall operate as a waiver of such right or any other right, A waiver by Lender of a provision of this Deed of Trust
shall not'prejudice or constitute a waiver of Lender's right otherwise to demand strict compliance with that
provision .Or any other provision of this Deed of Trust. No prior waiver by Lender, nor any course of dealing
between Lender-and Grantor, shall constitute a waiver of any of Lendet's rights or of any of Grantor's obligations
as to any-future transactions. Whenever the consent of Lender is required under this Deed of Trust, the granting
of such consent by Lender in any instance shall not constitute continuing consent to subsequent instances where
such consent is reguired-and in all cases such consent may be granted or withheld in the sole discretion of Lender.

Severability. If a coirt. of competent jurisdiction finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable as~to . any. éircumstance, that finding shall not make the otfending provision illegal, invalid, or
unenforceable as to.any other circumstance. |If feasible, the offending provision shall be considered modified so
that it becorhes legal," valid and enforceable. If the offending provision cannot be so modified, it shall be
considered deleted from thls Deed of Trust. Unless otherwise required by law, the illegality, invalidity, or
unenforceability of any provisioh of this Deed of Trust shall not affect the legality, validity or enforceability of any
other provision of this Deed.0f Trust

Successors and ASSIgns Subject to -any limitations stated in this Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shail be birding upon and inure 10 the henefit of the parties, their successars and assigns. |If
awnership 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 Desd of Trust and the Indebtedness by way of forbearance or
extension without releasing Grantor from.the obligations of this Deed of Trust or liability under the Indebtedness.

Time is of the Essence. Tiﬁ'le.:is_é'f th_e-'e=§s§nce in the performance of this Deed of Trust.

Waiver of Homestead Exemption_."':Gg.ré'ntor hereby releases and waives all rights and benefits of the hamestead
exemption laws of the State of Wasﬁington as'to.all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The following capitallzed words aid terms shall have the following meanings when used in this Deed of
Trust. Unless specifically stated to the contrary* ‘all references to dollar amounts shall mean amounts in lawful money
of the United States of America. Words and ternis used, in the singular shall include the plural, and the plural shall
include the singular, as the context may require.” Word$ and terms not otherwise defined in this Deed of Trust shall
have the meanings attributed to such terms in'the Unifarm-Commercial Code:

Beneficiary. The ward "Beneficiary” means Whlclbey Island Bank, and its successors and assigns.

Borrower. The word "Borrower™ means DUAL STATE INVESTMENTS, L.L.C. 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 assignment and sSecurity mterest provisions relating to the Personal Property and
Rents. s <

Default. The word "Default” means the Default set foﬁh in thxs Deed of Trust in the section titled "Default”.

Environmental Laws. The words "Environmental Laws mearn any and all 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, anid. Liability Act of 1980, as amended, 42
U.8.C. Section 9601, et seq. ("CERCLA"), the Superfund Amendments and Reauthorization Act of 1986, Pub, ..
No. 99-489 ("SARA"), the Hazardous Materials Transportation Act, 49 U.5, C, Section 1801, et seq., the Resource
Conservation and Recovery Act, 42 U.S.C. Section 6901, et seq., or other apphcable state or federal laws, rules,
of regulations adopted pursuant thereto, P

Grantor. The word "Grantor" means DUAL STATE INVESTMENTS L.l C

Hazardous Substances. The words "Hazardous Substances” mean’ materlals thet, because of their quantity,
concentration or physical, chemical or infectious characteristics, may cause or pose a present or potential hazard
to human health or the environment when improperly used, treated, stored; dlsposed of, generated, manufactured,
transported or otherwise handled. The words "Hazardous Substances".are used in. their very broadest sense and
include withaut limitation any and all hazardous or toxic substances, wiatesials or wasie as defined by or fisted
under the Environmental Laws. The term "Hazardous Substances™ also lncludes, W|thout Timitation, petraleum and
petroleum by-products or any fraction thereof and asbestos. :

Improvements. The word "Improvements® means all existing and future nmprovements, bu!ldmgs, structures,
mobile hames affixed on the Real Property, facilities, additions, replacements and other nstructlon on the Real
Property.

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: e_xpendecl or advanced by
Lender to discharge Grantor's obligations or expenses incurred by Trustee or Lender ‘to’ emforce” Grantor's
obligations under this Deed of Trust, tegether with interest on such amounts as provided in__:t'hiS"De_ed of Trust,

Lender. The word "Lender” means Whidbey Island Bank, its successors and assigns.

Note. The word "Note" means the promissory note dated September 29, 2004, in the: orlglnal prmc:pal
amount of $381,000.00 from Grantor to Lender, together with ali renewals of, extensions of,” modifications
of, refinancings of, consglidations of, and substitutions for the promissory note or agreemen 'NOTICE TO
GRANTOR: THE NOTE CONTAINS A VARIABLE INTEREST RATE.

Personal Property. The words "Personal Property” mean &ll equipment, fixtures, and other artlcles of personal :;:ﬁ
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 to, all replacements of, and all substitutions for, any. of steh

property; and together with all issues and profits thereon and proceeds lincluding without limitation all lnSUrance

proceeds and refunds of premiums) from any sale or other disposition of the Property.
Property. The word "Property™ means collectively the Real Property and the Personal Property,

Real Property. The wards "Real Property” mean the real property, interests and rights, as further descrlbed in thIS
Deed of Trust.

Related Documents. The words "Related Documents”™ mean ‘all promissory notes, credit agreements, loan-
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