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DEED OF TRUST
DATE: August7, 2003
Reference # (if appl!cable) E@M_Z_—!;E Additional on page

Grantor(s}:
1. MCHOLDINGS LLC

Grantee(s)
1. Whidbey lIsland Bank
2. LAND TITLE COMPANY Bur‘nngton Trustee

Legal Description: PTN SW 1.!'4 25 344 E W.M. (AKA PARCELS A & B, SURVEY #

200209060015}
Additional on page 9

Assessor's Tax Parcel ID#: 340425-0;@1 3-0002 and 3941-000-065-0206

THIS DEED OF TRUST is dated August 7:°2007, among MCHOLDINGS, LLG, a Washington
Limited Liability Company ("Grantor"); Whidbey Island. Bank. whose mailing address is CL
SKAGIT - 2, 321 SE PIONEER WAY, P.0O. BOX 1589 OAK HARBOR. WA 98277 (referred to
below sometimes as “Lender” and sometimes as "Beneficiary"™); and LAND TITLE
COMPANY -Burlington, whose mailing address is T1 1 E GEORGE HOPPER ROAD, BURLINGTON,
WA 98233 (referred to below as "Trustee"). g _
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DEED OF TRUST
{Continued) Page 3

Trast,s"

* ““Right to.Contest. Grantor may withhold payment of any tax, assessment, or claim in connection with a good faith
lispute overthe obligation to pay, so long as Lender's interest in the Property is not jeopardized. If a lien arises or
s diled as & rasult of nonpayment, Grantor shall within fifteen (15} days after the lien arises or, if a lien is filed,
within fifteen (15) days after Grantor has notice of the filing, secure the discharge of the lien, or if requested by
Lender, depasit with Lender cash or a sufficient corporate surety bond or ather security satisfactory to Lender in an
amount su_fﬁciént to discharge the lien plus any costs and attorneys' fees, or other charges that could accrue as a
resubt.ofa foreciosure or sale under the Wien. In any contest, Grantor shall defend itsetf and Lender and shail
satisfy any adverse judgment before enforcement against the Property, Grantor shall name Lender as an additional
obligee Undgr any surety bond furnished in the contest proceedings.

Euidence-:ﬁf_Péthenﬂ ._'_Grantor shall upon demand furnish to Lender satisfactary evidence of payment of the taxes
or assessments and shall.authorize the appropriate governmental official to deliver to Lender at any time a written
statement of the tixes and:assessments against the Property.

Notice of Construction,-'Grantor shall notify Lender at least fifteen {15} days befare any work is commenced, any
services are furnished, ‘or any ‘materials are supplied 1o the Proparty, if any mechanic's lien, materialmen’'s lien, or
other lien could bg assefted on account of the work, services, or materials. Grantor witl upon request of Lender
furnish to Lendér advance assurances satisfactory to Lender that Grantor can and will pay the cost of such
improvements. ) SRS

PROPERTY DAMAGE INSUHANCETI: The.following provisions relating to insuring the Property are a part of this Deed of
Trust.

Meintenance of Insurarice. < Granter shall procure and maintain policies of fire insurance with standard extended
caverage endorsements on a:replacement basis for the full insurable value covering all Improvements on the Real
Property in an amount sufficient to avoid application of any coinsurance clause, and with a standard mortgagee
ctause in favor of Lender. Grantor shall algo*procure and maintain comprehensive general liability insurance in such
coverage amounts as Lender, miay, request with Trustee and Lender being named as additional insureds in such
liability insurance palicies. Additionally, Grantor shall maintain such other insurance, including but not limited to
hazard, business interruption, and boiler insurance, as Lender may reascnably require. Palicies shall be written in
torm, amounts, coverages and hasis reascnably-acceptable to Lender and issued by a company of companies
reasonably acceptable to Lender. “Grantof, upon request of Lender, will deliver to Lender from time to time the
policies or certificates of insurance ¥ form datisfactory to Lender, including stpulations that coverages will not be
cancelled or diminished without at leaét ten {10f days prior written notice to Lender. Each insurance policy also
shall include an endorsement providing that coverage insfavor of Lender will not be impaired in any way by any act,
omission or default of Grantor or any other pgrson, ~Should the Real Property be focated in an area designated by
the Director af the Federal Emergency Manage_mén_t Agency as a special flood hazard area, Grantor agrees (o
obtain and maintain Federal Flood insurancs, if‘available, within 45 days after notice is given by Lender that the
Property is located in a special flood hazard afea;-for the full unpaid principal balance of the loan and any prior liens
on the property sacuring the loan, up te the maximum policy timits set under the National Flood Insurance Program,
or as otherwise required by Lender. and to maintain such insurance for the term of the loan.

Application of Proceeds. Grantor shall promptly. notify Lender-of any loss or damage to the Property if the
estimated cast of repair or replacement exceeds $1,000.00. /Lepder may make praof of loss if Grantor fails ta do
so within fifteen {15) days of the casualty. Whether or not'Lender's:security is impaired, Lender may, at Lender's
election, receive and retain the proceeds of any ins_uran_,c’é and: apply the proceeds to the reduction of the
Indebtedness, payment of any lien affecting the PropertyJor the restoration and repair of the Property. If Lender
elects to apply the proceeds to restoration and repair, Grantor shall’ repair or replace the damaged or destroyed
Improvements in a manner satisfactory to Lender. Lender, shall, upon satisfactory proof of such expenditure, pay
or reimburse Grantor from the proceeds far the reasonable eest-of repair of-restoration if Grantor is not in default
under this Deed of Trust. Any proceeds which have not been disbursed ‘within 180 days after their raceipt and
which Lender has not committed to the repair or restoration of the Property: shall be used first to pay any amount
owing to Lender under this Deed of Trust, then to pay accrued interest, and:the remainder, if any, shail 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 10 Grantor-as-Grantor's interests may appear.

Grantor's Report on Insurange. Upon request of Lender, however not-mgore than or;c'é--a year, Grantor shall furnish
to Lender a report on each existing policy of insurance showing: (1) the pame ‘ofithe insurer; {2} the risks
insured: {3} the amount of the policy; {4} the property insured, the then current replacement value of such
property, and the manner of determining that value; and (5} the expiration date of the;policy. Grantor shall, upon
request of Lender, have an independent appraiser satisfactory to Lender dé:termine the-cash.value replacement cost
of the Fraperty. 5 e AN

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lender's interest in
the Praperty or if Grantar fails to comply with any provision of this Deed of Trust or any Related Dacuments, including
but not limited to Grantor's failure to discharge or pay when due any amounts Grantar is requifed t@ discharge or pay
under this Deed of Trust or any Related Documents, Lender on Grantor's behalf may {but: shall-fiot.be obligated to) take
any action that Lender deems appropriate, including but not limited to discharging or “payirig all taxes, iens, security
interests, encumbrances and other claims, at any time levied or placed on the Property and-paying all cosks for insuring,
maintaining and preserving the Property. All such expenditures incurred or paid by Lender for such purposes will then
bear interest at the rate charged under the Note from the date incurred or paid by Lender to.the-date ot repayment by
Grantor. All such expenses will become a part of the Indebtedness and, at Lender's option,will" (A} tie payable on
demand; (B} be added to the balance of the Note and be apportioned among and be payable with any instaliment
payments to become due during either (1) the term of any applicable insurance policy; or {2} .the-remaining term of
the Note; of (C) be treated as a balloon payment which will be due and payable at the Note's maturity.” The Deed of
Trust also will secure payment of these amounts. Such right shall be in addition to all other righits.and rémedies. to
which Lender may be entitled upon Default. S S

WARRANTY: DEFENSE OF TITLE. The following provisions relating 1o ownership of the Property are a 'ba
of Trust:

‘of this Deed

Title. Grantor warrants that: {(a) Grantor holds good and marketable title of record 1o the Property in fee simpie, .
free and clear of all liens and encumbrances other than those set forth in the Real Property description or i any
title insurance policy, title report, or final title opinion issued in favor of, and accepted by. Lender in coringgtion ¢

with this Deed of Trust, and {b} Grantor has the full right, power, and authority to execute and deliver this.Déed of

Trust to Lender.

Defense of Title. Subject to the exception in the paragraph above, Grantor warrants and will forever defend’the.”
title to the Property against the lawful claims of all persons. In the event any action or proceeding is commericed
that questions Grantor’s title or the interest of Trustee or Lender under this Deed of Trust, Granter shall defend the

SO BATRURMRY
200708090095
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DEED OF TRUST
{Continued) Page 5

" Grantor, ifspermitted by applicable law. The grantee in any reconveyance may be described as the "person or persons
legally entitied thereto”, and the recitals in the reconveyance of any matters or facts shall be conclusive proof of the

wruthfingss ‘of ‘any such matters or facts.

E:VE'NTS KthﬁEFAuULT. Each of the following, at Lender's option, shall constitute an Event of Defauit under this Deed
of Trust;” :

If!ayment D_gf"a_drlt. Grantor fails to make any payment when due under the Indebtedness.

Dihér- De’faults.k-:’é_rantor fails 10 comply with or 1o perform any other term, obiligation, covenant of congition
contaipad-in this Deed of Trust or in any of the Related Documents or to comply with or to perferm any term,
obligation, gaverant or condition contained in any other agreement between Lender and Grantor.

Compliau_fré:"e___-ljefiiuit." Failure to comply with any other term, obligation, covenant or cendition contained in this
Deed of Trust, the Noté or in any of the Related Documents.

Default on Other Paynients:: Failure of Grantor within the time required by this Deed of Trust to make any payment
for taxes or insurante, Or any.other payment necessary to preveni filing of or to effect discharge of any lien.

False Statements. Any wér_,rﬁ"anty, representation or statement made or furnished to Lender by Grantor or on
Grantor's behalf.underthis Deed. of Trust or the Related Documents is false or misleading in any material respect,
either now or at the timé'made orfurnished or becames false or misleading at any time theraafter,

Defective Collateralization.” _TFhis Deed of Trust or any of the Related Documents ceases to be in full force and
effect (including failure-0f any collateral document to create a valid and perfected security interest or lien) at any
time and for any reason,. v

Death or Insolvency. The dissolution of Grantor's {regardless of whether election to continue is made}, any
member withdraws from the limitad liability company, or any other termination of Grantor's existence as a going
business or the death of any member, the:insalvency of Grantor, the appointment of a receiver for any part of
Grantar's property, any assignment for the benefit of creditors, any type of creditor workout, or the
commencement of any proceeding undst any bankruptcy or insolvency laws by or against Grantor.

Creditor or Forfeiture Pruceedings_._.-"'C_pmmencement of foreclosure or forfeiture proceedings, whether by judicial
proceeding, self-help, repossession of any other” method, by any creditor of Grantor or by any governmental agency
against any property securing the Indebitedness.” This includes a garnishment of any of Grantor's accounts,
including depasit accounts, with Lefider. <However, this Event of Default shall nat apply if there is a good faith
dispute by Grantor as to the validity or r'e,a's_qﬁab'leness of the claim which is the basis of the creditor or forfeiture
proceading and if Grantor gives Lender written notice“of the creditor or forfeiture proceeding and deposits with
Lender monies or a surety bond for the crediter or fatfeiture proceeding, in an amount determined by Lender, in s
sole discretion, as being an adequate reserve or hond-for the dispute.

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

Events Affecting Guarantor. Any of the preceding events occurs with respect to any Guaranior of any of the
Indebtadness or any Guarantor dies or becomes®incompetent, or-revokes or disputes the validity of, or liability
under, any Guaranty of the Indebtedness. In the event of’a déath, lLender, at its option, may, but shall not be
required to, permit the Guarantor's estate to assume unconditionally the obligations arising under the guaranty in a
manner satisfactory to Lender, and, in doing so, cure any Event of Default.

Adverse Change. A material adverse change occursiin:.Grantdr's financial condition, or Lender believes the
prospect of payment or performance of the Indebtedness is impaired. .. i

Insecurity. Lender in good faith believes itself insecure.

Right to Cura. lf any default, other than a default in payment is curable andif Grantor 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 natice from Lender demanding cure of such default: {1} cures the default within
ten {10} days; or (2} if the cure requires more than ten (10} days; immediarély initjiates steps which Lender deems
in Lender's sole discretion to be sufficient to cure the default and thergaftef continues and completes all reasonabile
and necessary steps sufficient to produce compliance as soon as reasonably practica).

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under thisﬁ;'beed of
Trustee or Lender may exercise any ane or more of the following rights and remedies: i

fust, at any time thereafter,

Election of Remedies. Election by Lender to pursue any remedy shall not éxélude_puré'u_ljr‘-'i:)fu;.any ather remedy, and
an slection to make expenditures or to take action te perform an obligation-of Grantor under this Deed of Trust
after Grantor's failure ta perform, shall not affect Lender's right to declare a detault and.-exercise its remedies.

Accelerate Indebtedness. Lender shail have the right at its option to declare the':'enﬁre Ind_@_b’ié'dness immediately
due and payable, inctuding any prepayment penaity which Grantor would be required: to pa ’

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall "hai}'e_t'f":e right ‘to exercise its
power of sale and to foreclose by notice and sale. and Lender shall have the ‘fight 1o, forgtlose by judicial
foreclosure, in either case in accordance with and to the full extent provided by applicable law,. .

UCC Remedies, With respect to all or any part of the Personal Property, Lender shéﬂ_.héyé_all_ thé,";'ights and
remedies of a secured party under the Uniform Commercial Code. L

Collect Rents. Lender shall have the right, without notice to Grantor to take possession.&f and.manade 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 1o make payments of rent or use fees directly to Lender. If the Rents are gollecied by
Lander, then Grantor irrevacably designates Lender as Grantor's attorney-in-fact to endorse instryments reccived i
payment thereof in the name of Grantor and to negotiate the same and collect the proceeds. Payrhent_s by tenants ..
or other users to Lender in response to Lender's demand shall satisfy the obligations for which the:paymerits are
made, whether or not any proper grounds for the demand existed. Lender may exercise its rights ‘wnder -this
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 part of’
the Property, with the power to protect and preserve the Property, to operate the Property preceding or pending -
toreclosure 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 receiver may serve without bond if permitted by law. Lender'ss
right 1o 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
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DEED OF TRUST
{Continued) Page 7

phdicé'wof Venue. If there is a lawsuit, Grantor agrees upon Lender's request to submit to the jurisdiction of the
i :“courts of SKAGIT Caunty, State of Washingten.

~No Waiver by Lender. Lender shall not be deemed to have waived any rights under this Deed of Trust unless such
waiver 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 pravision of this Deed of Trust
shall not préjudice or constitute a waiver of Lender's right otherwise to demand strict compliance with that
provision of any ather provision of this Deed of Trust. No prior waiver by Lender, nor any course of dealing
batween-Lender .and Grantor, shall constitute a waiver of any of Lender's rights or of any of Grantor's obligations
as to.any-futurd 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 consénts required and in all cases such consent may be granted or withheld in the sole discretion of Lender.

Severabllity. 1fa sourt of competent jurisdiction finds any provisian of this Deed of Trust to be illegal, invalid, or
unenforceable asdto afiy ‘circumstance, that finding shell not make the offending provision ilegal, invalid, or
unenforceable as to any gther circumstance. If feasible, the offending provision shall be considered modified so
that it becomes fegak valid-and enforceable. If the offending provision cannot be so modified, it shall be
considered deleted- from tHis  Deed of Trust. Unless otherwise required by law, the illegality, invalidity, or
unenforceahility.of any.piovision. of this Deed of Trust shall not affect the legality, validity or enforceability of any
other provision of this Deed of Trust.

Suecessors and Assigns.. Suliject to any limitations stated in this Deed of- Trust on transfer of Grantor's interest,
this Deed of Trust shall be bindiig tpon and inure to the benefit of the parties, their successors and assigns. |If
awnership of the Property betores-yvested in a persan other than Grantor, Lender, without notice to Grantor, may
deal with Grantor's successbrg with reférence to this Deed of Trust and the Indebtedness by way of forbearance or
extension without releasing G-kantor from the obligations of this Deed of Trust or liability under the Indebtedness.

Time is of the Essenca. T'ﬁpé_ is of the: éésence in the performance of this Deed of Trust.

Waiver of Homestead Exem‘pﬁoﬁ.",._ Grantor+hereby releases and waives all rights and benefits of the homestead
exemption laws of the State of Washirgten as to all indebtedness secured by this Deed of Trust.
DEFINITIONS. The following capitalized words and terms shalt have the following meanings when used in this Deed of
Trust. Unless specifically stated to the.Gontrary; all references to dollar amounts shall mean amounts in lawful money
of the United States of America. Words*#nd _terms used in the singular shall include the piural, and the plural shali
include the singular, as the context may.require. “Words and terms not otherwise defined in this Deed of Trust shall
have the meanings attributed to such terms in‘the:Uriform Commercial Code:

Beneficiary. The word "Beneficiary” mean_é‘ Whidbey“"is_land Bank, and its successors and assigns.

Borrower. The word "Borrower™ means ﬁ'fl_C-:r‘-IOL:-D'I_NGS, LLC and includes all co-signers and co-makers signing the
Note and all their successors and assigns. :

Deed of Trust. The words "Deed of Trust” ‘mean this Deed of Trust among Grantor, Lender, and Trustee, and
includes without limitation all assignment and:seécurity interest provisions relating 1o the Personal Property and
Rents. Lo

Default. The word "Default” means the Default set farth in_thié_Dn_aed of Trust in the section titied "Default”.

Event of Default. The words "Event of Default" mean any :c'ajf.'-ti'ie ev ts of default set forih in this Deed of Trust in

the events of default section of this Deed of Trust. o
Grantor. The word "Grantor” means MCHOLDINGS, LLC, -

Guarantor. The word "Guarantor” means any guaranior,.surety, or ‘actommeodation party of any or all of the
Indebtedness. T e,

Guaranty. The word "Guaranty” means the guaranty from Guérantor to ':Lépder, including without limitation a
guaranty of all or part of the Note. Lo i

Improvements. The word "improvements” means all existing'"‘aﬁd futu‘fe_;improvements, buildings, structures,
mobile homes affixed on the Real Property, facilities, additions, réplacements. @rid other construction on the Real
Property. e

Indebtedness. The word "Indebtedness” means all principal, interest, ahd other émbunts. costs and expenses
payable under the Note or Related Documents, together with all renewals of, extensions of, modifications of,
consolidations of and substitutions for the Note or Related Documents and any amounts expended or advanced by
lender ta discharge Grantor's obligations or expenses incurred by Trustee-or Lender:to enforce Grantor's
obligations under this Deed of Trust, wogether with interest on such arnounts as provided ri this Deed of Trust.

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

Note. The word "Note” means the promissary note dated August 7, 2007, in the original principal amount
of $637.844.00 from Granter to Lender, together with all renewals of, extensions_of, modifications of,
refinancings of, consolidations of, and substitutions for the premissary note or agreemient, NQOTICE TO GRANTCR:
THE NOTE CONTAINS A VARIABLE INTEREST RATE. P T a g

Personal Property. The words "Personal Property” mean all equipment, fixtures, and other articles of personal
property now or hereafter owrned by Grantor, and now or hereafter attached or affixed 16 the Real Property;
together with all accessions, parts, and additions to, all replacements of, and ail substitutions for,any of such
property; and together with all issues and profits thereon and proceeds (including without lmitation allinsurance
proceeds and refunds of premiums) from any sale or other disposition of the Property. A

Property. The word "Property” means collectively the Real Property and the Personal Propertv.':--

Real Property. The words "Real Property” mean the teal property, interests and rights, as further_,d‘ésga-fibed. in this
Deed of Trust. T

Related Documents. The words "Related Documents® mean all promisscry notes, credit agréements, loan
agreements, guaranties, security agreements, mortgages, deeds of trust, security deeds, collateral martgages, -and:
all other instruments, agreemants and documents, whether now or hereafter existing, executed in connection with |
the Indebtedness: provided, that the environmental indemnity agreements are not "Related Documents”“and are
not secured by this Deed of Trust. S

Rents. The word "Rents™ means all present and future rents, revenues, income, issues, royalties, profits, and -
ather benefits derived from the Froperty. &

Trustee. The word "Trustee" means LAND TITLE COMPANY-Burlington, whose mailing address is 111 E GEORGE
HOPPER ROAD, BURLINGTON, WA 98233 and any substitute or successor trusiees.

WA
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- Schedule “A-1” 126542-PE

DESCRlPTIDN:

That pomon of the South ¥ of the Southwest % of Section 25, Township 34 North, Range 4 East, W.M.,
) descrlbed A8 fol]ows

Begmmng ata pomt 1,460.09 feet East and 333.97 feet South of the Northwest corner of the South 2 of
the Southwest Vi of said Section, said point being the Southwest corner of a tract of land as conveyed to
School Bistrict No. 73 by deed recorded under Auditor’s File No. 296453;

thence North 79°52 East 182 feet to the true point of beginning of this description;

thence Sotith’161 feet:.

thence North 79°52". bast to the West line of Lake View Boulevard;

thence Northwesterly’ along the West line of Lake View Boulevard to a point North 79752° East of the
true point of beginning;.”

thence South 79"52 West to the true point of beginning;

(Also known as Parcel “A” of Suwey recorded September 6, 2002 under Skagit County Auditor’s File
No. 200209060015} e

Situate in the County of Skégif,_ .S'Eii'tﬁé'"q.f;washington.
PARCEL “B™.
That portion of the South V2 of theSouthw::—:st Y4 of Section 25, Township 34 North, Range 4 East, W.M,

AND ALSO being a portion of Treiéi_;_ 2-of _:Skag“it_.--tounty Short Plat No. 32-79, approved April 30, 1979
and filed in Volume 3 of Short Plats at page 114 under Auditor’s File No 7905150047,

TOGETHER WITH a portion of Tract Lo of Skagu.it county Short Plat No. 32-79 (Revised), approved
January 9, 1981 and filed in Volume 3 of Short Plats at page 18 under Auditor’s File No. 8101120002,
described as follows: .

Beginning at the Southeast corner of said Tract 2 :

thence North 10°22°30” West along the East line of sa1d Tract 2 a dlstance of 208.71 feet to the
Northeast coiner thereof;

thence South 79°52°00” West along the North line of sa1d Tract 2 a distance of 115.16 feet to the South
corner on the most Easterly line of said Tract “C”; o

thence North 00°00°00” East along said most Easterly Ime a dlstance of 61 00 feet to the North corner on
said most Easterly line; :

thence South 79°52°00” West along the Northerly line of sald Tract “C” :a distance of 104.54 feet to the
Northerly projection of the Westerly line of said Tract 2, 5 :

thence South 10°22°30” West along said Westerly line and its pfojectaon a distance of 188.76 feet,
thence North 79°52700” East, a distance of 130.0 feet;

thence South 10°22°30” East, a distance of 80.00 feet to the South lme of said. Tract 2;

thence North 79°52°00” East a distance of 78.71 feet to the point of begmnmg 01“ thlS description.

{Also known as Parcel “B” of Survey recorded September 6, 2002, under Skaglt County Auditor’s File
No. 200209060015). :

Situate in the County of Skagit, State of Washington.

- MR ﬁlﬁ
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