3 WHIDBEY ISLAND BANK

Y AR

i ;'P 0, BOX 1589 Auditor
- " 0AK HARBOR, WA Skagit Gourty of © 3:53PM
. ::.____..-54;5277“”:4 §/25/2012 Page 1
.. LANDTITLE OF SKAGIT COUNTY
DEED OF TRUST
DATE: .June 20, 2012
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Grantor(s):
1. DUFFY, JAMES A and DUFFY NANCY C, Trustees of THE DUFFY RECOVABLE
LIVING TRUST

Grantee(s)
1. WHIDBEY ISLAND BANI( ) ’
2. RECONVEYANCE PROFESSIONALS INC Trustee

Legal Description: Ptn Tr. 1, Cap Sante_,P,ark.
Additional on page 2

Assessor's Tax Parcel ID# 3780-000-001-0009 / P,5.7644

THIS DEED OF TRUST is dated June 20, 2012, among.JAMES A. DUFFY AND NANCY DUFFY,
AS TRUSTEES OF THE DUFFY RECOVABLE LIVING TRUST, u/t/d March 9, 1991. ("Grantor™);
WHIDBEY ISLAND BANK, whose mailing address -is.~-BURLINGTON OFFICE, 1800 S.
BURLINGTON AVE, P.0O. BOX 302, BURLINGTON, WA 98233 (referred to below sometimes as
"Lender"” and sometimes as "Beneficiary"); and RECONVEYANCE PROFESSIONALS, INC.,
whose mailing address is PO BOX 5587, EVERETT WA 98206 (referred to below as
"Trustee").
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CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale, right
of antrv -and ‘possession and for the benefit of Lender as Beneficiary. all of Grantor's right, title, and interest in and to
the following” described real property, together with all existing or subsequently erected or afflxed buildings,
improvements and fixtures; all gasements, rights of way, and appurtenances; all water, water rights_and ditch rights
{including stock in_ utilities -with ditch or irrigation rights); and all other rights, royalties, and profits relating to the real
property, including without fimitation all minerals, oil, gas, geothermal and similar matters, (the "Real Property”)

located in 1ISLAND County. State of Washington: :

Tract 1, EXCEPT the South 149 feet thereof, "CAP SANTE PARK ADDITION TO
ANACORTES - WASHINGTON as per plat recorded in Volume 4 of Plats, page 52, records
of Skagit County, Washmgton

Situate in the Clty of Anacortes, County of Skagit, State of Washington.

The Real Property or |ts address is commonly known as 403 E PARK DR, ANACORTES WA
98221. The Real Property tax identification number is 3780-000-001-0009.

REVOLVING LINE OF CREDIT: This Deed of Trust secures the Indebtednsess inchuding. without Ilrmtatlon. a revolving
line of credit, with a variable rate. of interest; which obligates Lender to make advances to Borrower up to the credit
limit so long as Borrower compl!es with_all the terms of the Credit Agreement and the line of credit has not been
terminated, suspended or cancelled; the: Eredit Agreement allows negative amortization. Such advancgs may be made,
repaid. and remade from time to time, subject to tha limitation that the total outstanding balance owing at any one time,
not including finance charges on such, ‘balance. at a fixed or variable rate or sum as provided in the Cradit Agreemant,
any temporary overages. other charges,.arid any-amounts expended or advanced as provided in either the Indebtedness
paragraph or this paragraph, shall not exceed the Lradit Limit as provided in the Credit Agreement. It is the intention of
Grantor and Lender that this Deaed of Trust secures the balance outstanding under the Credit Agreement from time to
time from zero up to the Credit Limit as prowdod in the Credit Agreement and any intermadiate balancp. Funds may be
advanced by Lender, repaid. and subsequently readvancod The unpaid balance of the revolving line of credit may at
certain times be lower than the amount shown of zero. A zero balance does not terminate the line of credit or
terminate Lender’s obligation to advance funds to Borrower Therefars, the lien of this Deed of Trust will remain in full
force and offect notwithstanding any zero balance

Grantor hereby assigns as security to Lender, all of Grantor's right, title, and interest In and to all leases, Rents, and
profits of the Property. This assignment is recorded-in accordance with RCW 65.08.070; the lien created by this
assignment is intended to be specific, perfected and choate upon.the recording of this Deed of Trust. Lender grants to
Grantor a license to collect the Rents and profits, which license may be revoked at Lender's option and shall ba
automatically revoked upon acceleration of all or part of the Indebtedness. In addition, Grantor grants to Lender &
Uniform Commercial Code security interest in the Personal Proparty and Rents.

THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND.THE SECURITY INTEREST IN THE RENTS AND
PERSONAL PRCPERTY, IS GIVEN TO SECURE (A} PAYMENT OF THE INDEBTEDNESS AND (B) PERFORMANCE OF
EACH OF GRANTOR'S AGREEMENTS AND OBLIGATIONS “UNDER’ THE CREDIT AGREEMENT. THE RELATED
DOCUMENTS, AND THIS DEED OF TRUST. THIS DEED OF TRUST. IS GIVEN AND ACCEPTED ON 'I'HE FOLLOWING
TERMS:

GRANTOR'S REPRESENTATIONS AND WARRANTIES. Grantor warrants that (al this Deed of Trust is exscuted at
Borrower's request and not at the request of Lender; (bl Grantor has the full power, right, and authority to enter into
this Deed of Trust and to hypothecate the Property; {c} the prowsmns of this' Deed of Trust do not; conflict with, or
result in a default under any agreement or other instrument binding upon’ Grante? and-do ‘not result in a violation of any
law, regulation, court decree or order applicable to Grantor; (d} Grantor has, estabhshed adequate means of obtaining
from Borrower on a continuing basis information about Borrower's financial céndition; ‘and (e) Lender has made no
representation to Grantor about Borrower (including without fimitation the credutworthlness of Borrower)

GRANTOR'S WAIVERS. Grantor waives all rights or defenses arising by reason of. any one action” ar "anti-deficiency”
law, or any other law which may prevent Lender from bringing any action against Grantor, including a claim for
deficiency to the extent Lender is otherwise entitled to a claim for deficiency, before or after Lender s commencement
or completion of any foreclosure action, either judicially ar by exercise of a power of sale.-

PAYMENT AND PERFORMANCE. Except as otherwise provided in this Deed of Trust, Borrower shall pay to Lender all
Indebtedness secured by this Deed of Trust as it becomes due, and Borrower and Grantor+ shall ‘perform all their
respective obligations under the Credit Agreement, this Deed of Trust, and the Related Documents

POSSESSION AND MAINTENANCE OF THE PROPERTY. Borrower and Grantor agree that Borrower s and Grantor's

possession and use of the Property shall be governed by the following provisiens: 1
Possession and Use. Until the occurrence of an Event of Default, Grantor may (1) rer_]_'-\'ain--ip ppssgsslon and
contrel of the Property; (2) use, operate or manage the Property; and (3) collect the Rents.from the Property
{this privilege is a license from Lender to Grantor automatically revoked upon default). The following provisions
relate to the use of the Property or to other limitations on the Property. The Real Property is not used pr:ncrpaliy
for agricultural purposes. :

Duty to Maintain. Grantor shall maintain the Property in good condition and promptly perform all repaws,
replacements, and maintenance necessary to preserve its value. : :

Compliance With Environmental Laws. Grantor represents and warrants to Lender that: (1) Durmg the penod of
Grantor's ownership of the Property, there has been no use, generation, manufacture, storage, treatment, disposal, ;
release or threatened release of any Hazardous Substance by any person on, under, about or from the Property;.

(2} Grantor has no knowledge of, or reascen to believe that there has been, except as previpusly dlscfosad 1o and
acknowledged by Lender in writing, (a) any breach or violation of any Environmental Laws, {b) ‘any us€,.”" |
generation, manufacture, storage, treatment, disposal, release or threatened release of any Hazardous Substance
on, under, about or from the Property by any prior owners or occupants of the Property, or {c) any actual or”
threatened litigation or claims of any kind by any person relating to such matters; and (3] Except as previously
disclosed to and acknowledged by Lender in writing, (a} neither Grantor nor any tenant, contractor, agent or other
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“aUthorized user of the Property shall use, generate, manufacture, store, treat, dispose of or release any Hazardous
Substance on, under, about or from the Property; and (b) any such activity shall be condugted in compliance with
all appllcable tfederal, state, and local iaws, regulations and ordinances, including without limitation all
En\nronmental Laws Grantor authorizes Lender and its agents to enter upon the Property to make such
inspections’ and tests, at Grantor's expense, as lLender may deem appropriate to determine compliance of the
Property with- this section of the Deed of Trust. Any inspections or tests made by Lender shall be for Lender's
purposés only and shall.not be construed to create any responsibility or liability on the part of Lender to Grantor or
to any other person. .The:representations and warranties contained herein are based on Grantor's due diligence in
investigating the Property for Hazardous Substances. Grantor hereby {1} releases and waives any future claims
against Lender for indemnity-or contribution in the event Grantor becomes liable for cleanup ar other costs under
any such laws; and {2}, agrees to indemnify, defend, and hold harmless Lender against any and all claims, losses,
liabilities, damages, penalties, and expenses which Lender may directly or indirectly sustain or suffer resulting from
a breach of this section of the Peed of Trust or as a conseguence of any use, generanon, manufacture, storage,
disposal, release or threatened release occurring prior to Grantor's ownership or interest in the Property, whether
of not the same was ar’should.have been known to Grantar. The provisions of this section of the Deed of Trust,
including the obligatisn ta'indémnify and defend, shall survive the payment of the Indebtedness and the satisfaction
and reconveyance of the lien of this Deed of Trust and shall not be affected by Lender's acquisition of any interest
in the Property, whether by foreclosure or otherwise.

Nuisance, Waste. Granter :shall not, gause, conduct or permit any nuisance nor commit, permit, or suffer any
stripping of or waste an dr to. the Property:or any portion of the Property. Without limiting the generality of the
foregoing, Grantor will not remove, or-grant to any other party the right to remove, any timber, minerals (including
oil and gas), coal, clay, scoria, soil, gravel or rock products without Lender's prior written consent.

Removal of Improvemeants. Gr-an_tor shall .not “demolish or remove any Improvements from the Real Proparty
without Lender's prior written cofsent.~As a.condition t0 the removal of any Improvements, Lender may require
Grantor to make arrangements satrsfactonj to; Lender to replace such Improvements with Improvements of at least
aqual value, i

Lender's Right to Enter. Lender and Lender‘_e agents""end representatives may enter upon the Real Property at all
reasonable times to attend to Lender'sinterests” and to inspect the Real Property for purposes of Grantor's
cempliance with the terms and conditions:of this Deed of Trust.

Compliance with Governmental Haquireme'hts.“ Grantor shall promptly comply, and shall promptly cause
compliance by all agents, tenants or other ‘persons or entities 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
in effect, of all governmental authorities applicable:-to the use grieccupancy of the Property. Grantor may contest
in good faith any such law, ordinance, or regulation and withhéld Compliance during any proceeding, including
sole opinion, Lender s interests in the Property are notvjeopardrzed_ ‘Lender may raequire Grantor 10 post adequate
security or a surety bond, reasonably satisfactory to Lender, to protect Lender's interest.

Duty to Protect. Grantor agrees neither to abandon ar leave upattended the Property. Grantor shall do all other
acts, in addition to those acts set forth above in this sectipn; whlch from the character and use of the Property are
reasonahiy necessary to protect and preserve the Property. i :

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lender's option; (Al declare immediately due and payable all
sums secured by this Deed of Trust or (B} increase the interest rateé provided for in the Credit Agreement or other
document evidencing the Indebtedness and impose such other conditions as Lender deems appropriate, upon the sale or
transfer, without Lender's prior written consent, of all or any part ‘of the Réal‘Property, or any interest in the Real
Property. A "sale or transfer” means the conveyance of Real Property ‘gr any right,-title-gr interest in the Real Property;
whether legal, beneficial or equitable; whether voluntary or involuntary; whigther-by outright sale, deed, installment 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 interest in or fo any land trust holding title to the Real
Froperty, 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 Iaw :

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

Payment. Grantor shall pay when due {and in all events prior to delinquency) all t’axes, specia‘l'taxes, assessments,
charges (including water and sewer), fines and impositions levied against or on accoeunt of theé Property, and shall
pay when due all claims for work done on or for services rendered or material furnished to‘the Property. Grantor
shall maintain the Property free of all liens having priority over or equal to the interest of Lendef under this Deed of
Trust, except for the lien of taxes and assessments not due, except for the Exlstlng Indebtedness referred to
below, and except as otherwise provided in this Deed of Trust. :

Right to Contest. Grantor may withhold payment of any tax, assessment, or claim in co‘nﬁe_c_-:tlon.-wi'th_ a good faith
dispute over the obligation to pay, so long as Lender's interest in the Property is not jeopardized JMalien arises or
is filed as a result of nonpayment, Grantor shall within fifteen {(15) days after the lien arises or, it 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 satisfactofy 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 itself and {enderand shall
satisfy any adverse judgment before enforcement against the Property. Granter shall name Lender:as an addltional
obligee under any surety bond furnished in the contest proceedings.

Evidence of Payment. Grantor shall upon demand furnish to Lender satisfactory evidence of payment of" the t'axe‘e ;
or assessments and shall authorize the appropriate governmaental official to deliver to Lender at any tlme a wrltten-.'
statement of the taxes and assessmants against the Property, i

Natice of Construction. Grantor shall notify Lender at least fifteen {15} days before any work is commenced,_’arjv )
services are furnished, or any materials are supplied to the Property, if any mechanic's lien, materialmen's liep, or.~
other lien could be asserted on account of the work, services, or materials and the cost exceeds %1,000.00,
Grantor will upon reguest of Lender furnish to Lender advance assurances satisfactory to Lender that Grantor can

and will pay the cost of such improvements.
LT
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PRGPERTY DAMAGE INSURANCE. The following provisions relating to insuring the Property are a part of this Deed of
Trust

Mamtenanea of" Insuranca Grantor shall procure and maintain policies of fire insurance with standard extended
coverage endorsements on a replacement basis for the full insurable value covering all Imprevements on the Real
Property iR’ 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 Lendsr may reascnably require.
Palicies shall be writtan in form, amounts, coverages and basis reasonably acceptable to Lender and issued by a
company or companies reasonably acceptable to Lender. Grantor, upon request of Lender, will deliver to Lender
from time to time the policies or certificates of insurance in form satisfactory to Lender, including stipulations that
coverages will not be cancelled or diminished without at least ten {10) days prior written notice to Lender. Each
insurance policy also shall* lnclude an endorsement providing that coverage in favar of Lender will not be tmpalred
in any way by gny act, omission or default of Grantor or any other person. Should the Reat Property be located in
an area designated by the Director of the Federal Emergency Management Agency as a special flood hazard area,
Grantor agroes to obtain and maintain Federal Flood Insurance, if available, within 45 days after notice is given by
Lender that the Property is: Iocated in a special flood hazard area, for the maximum amount of Borrower's credit
line and the full unpaid prmc;pal bafance of any prior liens on the property securing the loan, up to the maximum
policy limits set under-the, ‘Natignal-Flood Insurance Pragram, or as otherwise required by Lendet‘ and to maintain
such insurance for the term of the loan,

Application of Proceeds: Grantor shall promptly notify Lender of any loss or damage to the Property if the
estimated cost of repair or replacement exgeeds $1,000.00. Lender may make proof of loss if Grantor fails to do
so within fifteen (15) days-of the, .casyalty: Whether 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 lign affectmg the Property, or the restoration and repair of the Praperty. If Lender
glects to apply the proceeds to.restoration-dnd:repair, Grantor shall repair or replace the damaged or destroyed
Improvements in a manner satlsfactarv o Lender. Lender shall, upon satisfactory proof of such: ‘aexpenditure, pay
or reimburse Grantor from the proceeds for the’ ‘reasonable cost of repair or restoration if Grantor is not in default
under this Deged of Trust. Any progeads ‘which have not been disbursed within 180 days after their receipt and
which Lender has not cemmitted to the fepaif or restoratlun 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 wuthout interest to Grantor as Grantor’s interests may appear.

Compllance with Existing Indebtedness. Duﬂng the period in which any Existing Indebtedness described below is
in effect, compliance with the insurance “provisions contained in the instrument evidencing such Existing
Indebtedness shall constitute compliance with, the insurance provisions under this Deed of Trust, to the extent
compliance with the terms of this Deed of Trust would congtitute a duplication of insurance requirement. If any
proceeds from the insurance become payable on loss, the prowsmns in this Deed of Trust for division of proceeds
shall apply only to that portion of the proceeds not payable tothe holder of the Existing Indebtedness.

LENDER'S EXPENDITURES. f Grantor fails (A) to keep-the Property free of all taxes, liens, security interests,
encumbrances, and other claims, (B) to provide any required insurance on the Property, (C} to make repairs to the
Property or to comply with any obligation to maintair Existing” !ndebtedness in good standing as required below, then
Lender may do so. If any action or proceeding is commenced. that’ wauld materlally affect Lender’s interests in the
Property, then Lender on Grantor's behalf may, but is not required’ to, “take. ény action that Lender believes to he
appropriate to protect Lender's interests. All expenses incurred or pgid by Lender for such purposes will then bear
interest at the rate charged under the Credit Agreement from the date incurréd or paid by Lender to the date of
repayment by Grantor. All such expenses will become a part of the Indebtedness and, at Lender's opticn, will {A) be
payable on demand; (B) be added to the balance of the Credit Agreement. «and-be apportioned among and be payable
with any installment payments to become due during either {1) the term of any applicable insurance policy; or {2) the
remaining term of the Credit Agreement; or {C) be treated as a balloon payment which will be due and payable at the
Credit Agreement'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: mav be entitled on account of
any default. Any such action by Lender shall not be construed as curing the default’sp as to bar Lender from any
ramedy that it otherwise would have had. g :

WARRANTY: DEFENSE OF TITLE. The fallowing provisions relating to ownershlp -of - the Propertv are a part of this Deed
of Trust:

Title. Grantor warrants that: (a) Grantor holds good and marketable title of repord to the Prqberty in foe simple,
free and clear of all liens and encumbrances other than those set forth in the Real Propérty-description or in the
Existing Indebtedness section below or in any title insurance policy, title report, or_final-title  opinion issued in favor
of, and accepted by, Lender in connection with this Deed of Trust, and (b) Grantor,. has’ the fuﬂ nght power, and
authority to execute and deliver this Deed of Trust to Lender. .

Defense of Title. Subject to the excepticn in the paragraph above, Grantor warrants and will brever defend the
title to the Property against the lawful claims of all persons. In the event any action or proceedmg is. commenced
that questions Grantor's title or the interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the
action at Grantor's expense. Grantor may be the nominal party in such proceeding, but Lender 5ha|| be entitied to
participate in the proceeding and to be represented in the proceeding by counsel of Lender's own ghoice; and
Grantor will deliver, or cause to be delivered, to Lender such instruments as Lender may request’ from ‘time 19 tlme
to permit such participation. AT !

Compliance With Laws. Grantor warrants that the Property and Grantor's use of the Property comphes wuth all
existing applicable laws, ordinances, and regulations of gavernmental authorities. : e

Survival of Promises. Al promises, agreements, and statements Grantor has made in this Deed ef “Trust, shall
survive the execution and delivery of this Deed of Trust, shall be continuing in nature and shall remain-in full force_é
and effect until such time as Borrower’s Indebtednass is paid in full. S

EXISTING INDEBTEDNESS. The following provisions concerning Existing Indebtedness are a part of this Deed uf Trust

Existing Lien. The lien of this Deed of Trust securing the Indebtedness may be secondary and inferior o an-- g
existing lien. Grantor expressly covenants and agrees to pay, or see fo the payment of, the Existing Indebtedness
and to prevent any default on such indebtedness, any default under the instruments evidencing such indebtedness,

or any default under any security documents for such indebtedness.
206 Hl El

Skagit County Auditor
6/26/2012 Page 4 of 9 3:583PM




0O AR

{Continued) Page 5

‘No Modification. Grantor shall not enter into any agreement with the holder of any mortgage, deed ot trust, or
‘other seeur:tv agreement which has priority over this Deed of Trust by which that agreement is modified,
gmended,. extended or renewed without the prior written consent of Lender. Grantor shall neither request nor
actept-ahy future advances under any such security agreement without the prior written consent of Lender.

CONDEMNATION The followmg provisions relating to condemnation proceedings are a part of this Deed of Trust:

Preceedmgs lf any proceedmg in condgmnation is filed, Grantor shall promptly notify Lender in writing, and
Grantor shall promptly take such steps as may be necessary to defend the action and obtain the award. Grantor
may be the nominalparty in such proceeding, but Lender shall be entitled to participate in the proceeding and to be
represented in the preceedlng by counsel of its own choice all at Grantor's expense, and Grantor will deliver or
cause to be dehvered to Lender such instruments and documentation as may be requested by Lender from time to
time to permit'such pérticipation.

Application of Net Proceeds. |f all or any part of the Property is condemned by eminent domain proceedings or by
any proceading or purchase in lieu of condemnation, Lender may at its election require that all or any portion of the
net proceeds of the award be-Gpplied 1o the Indebtedness or the repair or restoration of the Praperty. The net
proceeds of the award ghall'mgati-the award after payment of all reasonable costs, expenses, and attorneys’ {ees
incurred by Trustee or Lender in connection with the condemnation.

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

Current Taxes, Fees and Chargas Upon request by Lender, Grantor shall execute such documents in addition to
this Deed of Trust and take wHatevsr other action is requested by Lender to perfect and continue Lender's lien on
the Real Property. Grantor shall reimburse Lender for all taxes, as described below, together with all expenses
incurred in recording, perfecting of continuing this Deed of Trust, ineluding without lirmitation alt 1axes, fees,
documentary stamps, and other charges fnr recordrng or registering this Deed of Trust.

Taxes. The following shall canstitiste “taxes to ‘which this section applies: {1} a specific tax upon this type of
Dead of Trust or upon all or any part ofthié Indebtedness secured by this Deed of Trust; (2} a specific tax on
Borrower which Borrower is authorized or: requrred % (o] deduct from payments on the Indebtedness secured by this
type of Deed of Trust; (3} a tax on this'type of Deed of Trust chargeable against the Lender or the holder of the
Credit Agreement; and {4} a specific tax’gn all or any portion of the Indebtedness or on payments of principal and
interest made by Borrower. .

Subsequent Taxes. [f any tax to which thls sectron applies is enacted subsequent to the date of this Deed of
Trust, this event shall have the same effect as-an Event of Default, and Lender may exercise any or all of its
gvailable remedies for an Event of Default as provided below-Onless Grantor either (1) pays the tax before it
becomes delinquent, or {2) contests the tax as provided abéve in the Taxes and Liens section and deposits with
Lender cash or a sufficient corporate surety bond or other sécur’itif satisfactorv to Lender,

SECURITY AGREEMENT; FINANCING STATEMENTS. The foﬂowmg prowsrons relating to this Deed of Trust as a
security agreement are a part of this Deed of Trust:

Security Agreement. This instrument shall constltute ‘a Seeuntv Agreement to the extent any of the Property
constitutes fixtures, and Lender shall have all of the rights-of. a- sec:ured party under the Uniform Commercial Code
as amended from time to time. £

Sacurity Interast. Upon request by Lender, Grantor shall take whatever actlon is requested by Lender to perfect
and continue Lender's security interest in the Personal Property: In addition to recording this Deed of Trust in the
real property records, Lender may, at any time and without further authérization from Grantor, file executed
counterparts, copies or reproductions of this Deed of Trust as a ﬁnancmg statement.  Grantor shall reimburse
Lender for all expenses incurred in perfecting or continuing this security intérest, Upon default, Grantor shall not
remowve, sever or detach the Personal F'roperty from the Property. Upon. default sGrantor shall assemble any
Personal Property not affixed to tha Property in a manner and at a place: reasonably convenient to Grantor and
Lender and make it available to Lender within three (3} days after rBCBIp'l of written, demand from Lender to the
extent permitted by applicable law. .

Addresses. The mailing addresses of Grantor {debtor) and Lender lsecured partv[ from which information
concerning the security interest granted by this Deed of Trust may be obtained (each as requnred by the Uniform
Commercial Code) are as stated on the first page of this Deed of Trust. :

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The foliowing provisions relatlng to further assurances and
attorney-in-fact are a part of this Deed of Trust: L : .

Further Assurances. At any time, and from time to timea, upon request of Lender, Granter wﬂl 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, refiled, or rerecorded, as the case may be, at such timesg and in .such offices
and places as Lender may desm appropriate, eny and all such mortgages, deeds of trust; security: deeds, security
agreements, financing statements, continuation statements, instruments of further assu___ranee,__pertlf_l_cates, and
other documents as may, in the sole opinion of Lender, be necessary or desirable in order to effectuatd, complete,
perfect, continue, or preserve {1} Borrower's and Grantor's obligations under the Credit Agreerent, this Deed of
Trust, and the Related Documents, and {2} the liens and security interests created by this Deed of Trust on-the
Property, whether now owned or hereafter acquired by Grantor, Unless prohibited by law or Lender agrees to the
contrary in writing, Grantor shall reimburse Lender for all costs and expenses incurred in connectlon wuth the
matters referred to in this paragraph. : L

Attorney-in-Faci. If Grantor fails to do any of the things referred to in the preceding paragraph, Lender mav do so
for and in the name of Grantor and at Grantor's expense. For such purposes, Grantor hereby |rrevocablﬂy appomts B
Lender as Grantor's attorney-in-fact far the purpose of making, executing, delivering, filing, recording, and doing all;’

other things as may be necessary or desirable, in Lender's sole opinion, to accomplish the matters referred to in

the preceding paragraph,

FULL PERFORMANCE. if Borrower and Grantor pay all the Indebtedness when due, terminates the credit fine acceunt
and Grantor otherwise performs all the obligations imposed upon Grantor under this Deed of Trust, Lender shall exécuté
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'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 .~
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reconveyance may be described as the “person or parsons legally entitled thereto”, and the recitals in the reconveyance
af anv matters.or facts shall be conglusive proof of the truthfulness of any such matters or facts,

EVENTS OF DEFAULT Grantor will be in default under this Deed of Trust if any of the following happen: (A) Grantor
commits. fraud or: makes a matetial misrepresentation at any time in connecticn with the Credit Agreement. This can
include, for example a-false statement about Borrower's or Grantor's income, assets, liabilities, or any other aspects of
Borrower's of Grantor's financial condition. (B) Borrower does not meet the repayment terms of the Credit Agreement.
{Cy Grantor!s-<acticn or mactlon adversely affects the collateral or Lender's rights in the collateral. This can Include, for
example, failure to mmntajn reguired insurance, waste or destructive use of the dwelling, failure to pay taxes, death of
all persons liable on the account, transfer of title or sale of the dwelling, creation of a senior lien an the dwelling
without Lender's perrmssmn forec!osure by the holder of another lien, or the use of funds or the dwelling for prohibited
purposes.

RIGHTS AND FIEMEDIES ON DEFAULT If an Event of Default occurs under this Deed of Trust, at any time thereafter,
Trustee or Lender may exermse Aany: one or more of the following rights and remedies:

Election of Remedies., AII of Lender's rights and remedies will be cumulative and may be exercised alene or
together. An elaction bv Lender to choose any one remedy will not bar Lender from using any other remedy. If
Lender dacides to spernd manay or to perform any of Grantor's obligations under this Deed of Trust, after Grantor's
failure to do so, that demsmn by Lender will not affect Lender’s right to declare Grantor in default and to exercise
Lender’s remedies. i _‘

Accelerate Indabtedness.‘ Lenq_er shéll h‘é'i.r_g the right at its aption to declare the entire Indebtedness immediately
due and payable. SR

Foreclosure. With respect to'all or'":anir part of the Real Property, the Trustee shall have the right to exercise its
power of sale and to foreclose by notice arid sale, and Lender shall have the right to foreclose by judicial
foreclosure, in either case in accordance wuth and to the full extent provided by applicable law.

UCC Remedies. With respect to-all_.gr any ‘part of the Personal Property, Lender shall have all the rights and
remedies of a secured party under the Uniform;Commercial Code.

Collect Rents. Lender shall have the nght wnthout ‘notice to Borrower or Grantor to take pbssesswn of and
manage 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_lndgbtedness 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 Grantor's attorney-in-fact to endorse
instruments received in payment thereof in":‘the name of Grantor and to negotiate the same and collect the
proceeds. Payments by tenants or othar 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 rights under this subparagraph either in person, by .agent, or thraugh a receiver,

Appoint Receiver. Lender shall have the right to have a ‘recsiver appomted to take possession of all or any part of
the Property, with the power to protect and preservé thé Property, to operate the Property preceding or pending
foreclosure or sale, and 1o ¢ollect the Rents from the Property arid dpply the proceeds, over and above the cost af
the receivership, against the Indebtedness. The receiver may serve without bond if permitted by law. Lender's
right to the appointment of a receiver shall 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, §o .

Tenancy at Sufferance. |f Grantor remains in possession of the Property after the Property is sold as provided
above or Lender otherwise becomes entitled to possession of the Property-upon default of Borrower or Grantor,
Grantor shall become a tenant at sufferance of Lender or the purchaser’of the Property and shall, at Lender's
option, eithar (1) pay a reasonable rental for the use of the Propertv, or [2} vacate the Proberty immadiately
upon the demand of Lender, E

Other Remedies. Trustee or Lender shali have any other right or rernedy prowdad in this Deed of Trust or the
Credit Agreement or available at law or in equity.

Notice of Sale. Lender shall give Grantor reasonable notice of the time and place of any publlc sale of the Personal
Property or aof the time after which any private sale or other intended disposition of-the-Personal Property is to be
made. Reasonable notice shall mean notice given at least ten (10} days before the time of the sale or disposition.
Any sale of the Personal Property may be made in conjunction with any sale of the Real Property.

Sale of tha Property. To the extent permitted by applicable law, Borrower and Grantor hareby waives any and all
rights to have the Property marshalled. In exercising its rlghts and remedies, the Trastee of Lender.shall be free to
sell all or any part of the Property together or separately, in one sale or by separate: sales, Lender shall be entitled
to bid at any public sale on all or any portion of the Property. PR

Attorneys' Fees; Expenses. I[f Lender institutes any suit or action to enforce any of: the terms of this Deed of
Trust, Lender shall be entitled to recover such sum as the court may adjudge reasonablé’ as. attorheys'-fees at trial
and upon any appeal. Whether or not any court action is involved, and to the extent not prohltnted by law, all
reasonable expenses Lender incurs that in Lender's opinion are necessary at any time for’ the: protectmrf of its
interest ar the enforcement of its rights shall become a part of the Indebtedness payable on demand and shall. bear
interest at the Credit Agreement rate from the date of the expenditure until repaid. Expenses coversd by “this
paragraph include, without limitation, however subject to any limits under applicable law, Lender’s. attorngys’ feas
and Lender’s legal expenses, whether or not there is a lawsuit, including attorneys' fees dnd:expenses”far
bankruptcy proceedings lincluding efforts to modify or vacate any automatic stay or injunction}, rappeals, -and any:
anticipated post-judgment collection services, the cost of searching records, obtaining title reports fincluding
foreclosure reports), surveyors' reports, and appraisal fees, title insurance, and fees for the Trustee, tosthe extent i
permitted by applicable law. Grantor also will pay any court costs, in addition 1o all other sums provided by Iaw

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

POWERS AND OBLIGATIONS OF TRUSTEE. The following provisions relating to the powers and obligations of Trustee' o
{pursuant to Lender's instructions) are part of this Deed of Trust: A

Powers of Trustee. In addition to all powers of Trustee arising as a matter of law, Trustee shall have the power to
take the following actions with respect to the Property upon the written request of Lender and Grantor: {a) jein in

AN

Skagit County Auditor

6/25/2012 Page 8 of 9 3:53PM



TR ) DR (R

DEED OF TRUST
{Continued) Page 7

preparing ahd filing a map or plat of the Real Property, including the dedication of streets or other rights to the
public; h) join jp granting any easement or creating any restriction on the Real Property; and (¢) join in any
subordlnatron or other agreement affecting this Deed of Trust or the interest of Lender under this Deed of Trust,

Obllga'aons to Noufy. Trustee shall not be obligated to notify any other party of a pending sale under any other
trust deed or lien, orof any action or proceeding in which Grantor, Lender, or Trustee shall be a party. unless
requrred oy appquahle law ar unless the action of proceeding is brought by Trustee.

Trustee. Trustée “shall’ meet all qualifications required for Trustee under applicable law. In addition to the rights
and remedies set forth- ebove, with respect to all or any part of the Property, the Trustee shall have the right to
foreclose by notice and sale and Lender will have the right to foreclose by judiciat foreclosure, in either case in
accordance with arid to the fiill extent provided by applicable taw.

Successor Trustee Lender at Lender s option, may from time to time appoint a successor Trustee to any Trustee
appointed under this Deed of Trust by an instrument executed and acknowledged by Lender and recorded in the
office of the recorder of ISLAND County, State of Washington. The instrument shall contain, in addition to all
other matters required’by. State’law’:the names of the original Lender, Trustee, and Grantor, the book and page or
the Auditar's File Number where this Deed of Trust is recorded, and the name and address of the successor
trustee, and the instrument shall be executed and acknowledged by Lender or its successors in interest. The
successor trustee, without eonveyanj:e.'of the Property, shall succeed to all the title, power, and duties conferred
upon the Trustee in this ‘Deed of Trust and by applicable law. This procedure for substitution of Trustee shall
govern to the exclusion of all ‘othar provigiong for substitution.

NOTICES. Subject to apphcable Taws and except for notice required or allowed by law to be given in another manner,
any notice required to be given under this-Deed of Trust, including without limitation any notice of default and any
notice of sale shali be given in writing,”and shalt'be effective when actually delivered, when actually received by
telefacsimile {unless otherwise required by law}, when deposited with a nationally recognized overnight courier, or, if
mailed, when depaosited in the United States mail, as first class, certified or registered mail postage prepaid, directed to
the addresses shown near the beginning:of this Deed of Trust. All copies of notices of foreclosure from the holder of
any lien which has priority over this Deed of Trust shall be sent to Lender's address, as shown near the beginning of
this Deed of Trust. Any person may change his or her-address for notices under this Deed of Trust by giving formal
written natice te the other person or persons, ; specrfymg that the purpose of the notice is to change the person's
address., For notice purposes, Grantor agrees to-keep Lender informed at all times of Grantor's current address.
Subject 1o applicable law, and except for notice required or allowed by law 1o be given in another manner, if there is
more than one Grantor, any notice given by Lender to any Grantor is deemed to be notice given to all Grantors. It will
be Grantor's responsibility to tell the others of the notice fram Lender,

MISCELLANEQUS PROVISIONS. The foliowing miscéllaneous provisions are a part of this Deed of Trust:

Amendments. What is written in this Deed of Trust and i ':the R;éiated 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 S|gned by whogver will be bound or obligated by the change or
amendment, . N

Caption Headings. Caption headings in this Deed of T"ruét are"

1 cqm.renience purpases only and are not to be
used to interpret or define the provisions of this Deed of Trust... )

Merger. There shall be no merger of the interest or estate created bv thls Deed of Trust with any other interest or
estate in the Property at any time held by or for the benefit of Lender in any capaclty, without the written consent
of Lender. ;

Gaoaverning Law. This Deed of Trust will be governed by federal I"aw aﬁplidahh to Lender and, to tha extent not
preempted by federal law. the laws of the State of Washington without: tegard to-its conflicts of law provisions.
This Deed of Trust has baen accepted by Lander in the State of Washrngten Tu

Choice of Venus. If there is a lawsuit, Grantor agrees upon Lender's request to submlt to the jurisdiction of the
courts of SKAGIT County, State of Washington. ;

Joint and Several Liability. All obligations of Borrower and Grantor under this Deed of Trust shall be joint and
several, and all references to Grantor shall mean each and every Grantor, and all referanes to Borrower shall mean
each and every Borrower. This means that each Grantor signing below is responsible for all obligations in this
Deed of Trust. E

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 Lender does agree in wntrng to give up one of Lender ] rlghts -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 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 conseriis'to one or
more of Grantor's requests, that does not mean Lender will be required to consent to afy: ‘of Granturs future
requests. Grantor waives presentment, demand for payment, protest, and notice of dishongr. .~ .

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

Successors and Assigns. Subject to any limitations stated in this Deed of Trust on transfer of Grantor s mterest,
this Deed of Trust shall be binding upon and inure 1o 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 Grantormay -
daal with Grantor's successors with reference to this Deed of Trust and the ndebtedness 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. Time is of the essence in the performance of this Deed of Trust.

Waiver of Homestaad Exemption. Grantor hershy releases and waives all rights and benefits of the homestead
exemption laws of the State of Washington as to all Indebtedness secured by this Deed of Trust. .

DEFINITIONS. The following words shall have the following meanings when used in this Deed of Trust:

BBAmam
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_;:"B_e'heﬁciarf The word "Beneficiary™ means WHIDBEY ISLAND BANK, and its successors and assigns.

‘Barrower. The word "Borrower" means JAMES A DUFFY and NANCY C DUFFY and includes éll co-signers and
co-makérg mgnlng the Credit Agreement and all their successors and assigns.

Credit Agreament The words "Credit Agreement” mean the credit agreement dated June 20, 2012 with credit
limit of-$250,000.00 from Borrower to Lender, together with all renewals of, extensions of, modifications of,
refinancings of,’ -.consofidations of, and substitutions for the promissory note or agreement. NOTICE TO GRANTOR:
THE CREDIT AGREEMENT CONTAINS A VARIABLE INTEREST RATE.

Deed of Trust. The words "Deed of Trust” mean this Deed of Trust among Grantor, Lender, and Trustee, and
includes wuthout I|m|tat|on aII assignment and security interest provisions relating to the Persocnal Property and
Rents. : : :

Environmental” Laws . The words "Environmental Laws” mean any and all state, federal and local statutes,
requlations and ordmances ‘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, @t séq. {"CERCLA"}, the Superfund Amendments and Reauthorization Act of 1886, Pub. L.
No. 99-499 ("SARA"), the Hazardous Materials Transportation Act, 49 U.S.C. Section 1807, et seq., the Resource
Conservation and Recovery Act, 42°10:S.C. Section 6901, et seq., or other applicable state 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 sectlan ‘of- this Deed of Trust.

Existing Indebtedness. The words_._"-Ex!_stmg Indebtedness” mean the indebtedness described in the Existing Liens
provision of this Deed of Trust. -~

Grantor. The word "Grantor®. means JAMES A DUFFY and NANCY C DUFFY, Trustees. of THE DUFFY
RECOVABLE LIVING TRUST under:the prgviSi__o'ns"of a trust agreement dated March 28, 1991, :

Hazardous Substances. The words "Hazardous Substances™ mean materials that, because of thair quantity,
concentration or physical, chemical or infectidus characteristics, may cause or pose a present orf potential hazard
to human health or the enviranment wheri impropetly tised, treated, stored, dlsposed of, generated, manufactured,
transported or atherwise handled. The words "Hazardous Substances™ are used in their very broadest sense and
include without limitation any and all hazardou_s or toxic substances, materials or waste as defined by or listed
under the Environmental Laws. The term "Hazardous Substances” alse includes, without limitatian, petreleum and
petroleumn by-products or any fraction thereof a'hd asbestos.

Improvements. The word "lmprovements” means all existing, and future improvements, buildings, structures,
mabile homes affixed on the Real Property, facilities, addltlons, replacernents and other construction on the Real
Property, ESs

Indebtedness. The word "Indebtedness”™ means all prihqipél, in'terest, and other amounts, costs and expenses
payable under the Credit Agreement or Related Docuiments, together with all renewals of, extensions of,
modifications of, consolidations of and substitutions for.the Cf’edit Agreement or Related Doguments and any
amounts expended or advanced by Lender to discharge: Grantor's’ “abligations or expenses incurred by Trustee or
Lender to enforce Grantor's 0b|lgﬂt|0ns under thls Deed.-.of Trust together with interest on such amounts as
provided in this Deed of Trust. .

Lender. The word “Lender” means WHIDBEY ISLAND BANK, lts successors and assigns, The werds "successors
or assigns" mean any person or company that acquires any |nterest in the Credlt Agreement.

Personal Property. The words "Personal Property mean: ail equment flxtures and other articles of personal
property now or hereafter owned by Grantor, and now or hereafter__latta__ched ‘or_affixed to the Real Property;
together with all accessions, parts, and additions to, all replacemerifs of; and-all substitutions far, any of such
property; and together with all issues and profits thereon and proceeds {including ‘without limitation all insurance
proceeds and refunds of premiums} from any sale or other disposition of the Property.

Property. The word "Property” means collectively the Real Property and tha Personal Property

Real Property. The words "Real Property”™ mean the real property, |nterests and r|ghts, as further described in this
Deed of Trust.

Related Documents. The words "Related Documents” mean all promlssory' n:.‘:"tes, credit. agreements, loan
agreements, environmental agreements, security agreements, mortgages, deeds:of trust, security deeds, collateral
mortgages, and all other instruments, agreements and documents, whether now: .of. hereafter existing, executed in
connection with the Indebtedness; provided, that guaranties are not "Related Documents and are not secured by
this Deed of Trust. A

Rents. The word "Rents™ means all present and future rents, revenues, income, |ssues, royaltles, profuts and
other benefits derived from the Property.

Trustee. The word "Trustee" means RECONVEYANCE PROFESSIONALS, INC., whose maﬂnng address is PO 80X
5587, EVERETT, WA 98206 and any substitute or successor trustees. .
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GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND GRANTOR
AGREES TO ITS TERMS.

GRANTOR;

COVABLE LIVING TRUST
".’ tad March 29, 1991

NANCY C DUFFY, Jrusjes of THE DUFFY RECPVABLE LWING TRUST
under the provisions _ Trust Agraement dated March 29 1991

n TRUST ACKNOWLEDGMENT
stateor AJ4ch Wdﬂﬂ/} ----- )

} 58
COUNTY OF Qkam ]
J A7
On this QD'H/\ day of W(p , 20 \Z— . before me, the undersigned
Notary Public, personally appeared JAMES A DUFFY,. I'YM(’,{;CC.- of THE DUFFY RECOVABLE
LIVING TRUST and NANCY C DUFFY, Truc,{fc‘, of THE DUFFY RECOVABLE LIVING TRUST,

and personally known to me or proved to me on the basis of satisfactory evidence to be authorized trustees or agents
af the trust that executed the Deed of Trust and:acknowledged the Deed of Trust to be the free and voluntary act and
deed of the trust, by authority set forth in the trust:documents or, by authority of statute, for the uses and purposes
therein mentioned, and on oath stated that they are, authorized to execute this Deed of Trust and in fact executed the

Dee Trust an behalf of the trus K \“““U"”” .
\@ aﬁ- .l:"q {?’ Residing at g{,{f’ [fﬂf—ﬂﬂ/]
N %\0“ EXs fa? 0
y commission explras LH 4 / 1""

Notary Public in and for the State of Vi £}

REQUEST Foﬁ’m”ﬁﬁcbwvwmce

To: . Trustee

The undersigned is the legal owner and holder of all indebtedness secmed bv thls Deed of Trust. You are hereby
requasted, upon payment of all sums owing t0 you, to reconvey without warranty, to the persons entitlad tharato, the
right, title and interest now held by you under the Deed of Trust.

Dats: : ____Bena.f_iciary:_‘
oIt

LASER FPRO Lending, Ver. 5.60.00.005 Copr. Harland Financial Solutions, Inc. 1997 2012 All nghts Reserved, -
WA MACFALPLAGO1.FC TR-1060279 PR-81 :
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