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ISLAND TITLE CO DEED OF TRUST

DATE: -October 17, 2002

Reference # (if appllcable) C 8 Additional on page
Grantor(s). Lt
1. M/T ENTEHPRISES

Grantee(s)
1. Whidbey Island Bank
2. Island Title Company, Trustee

Legal Description: Ptn. lots 11-13, Blk 59
AMENDED PLAT OF BURLINGTON =, Additional on page

Assessor’s Tax Parcel ID#; 40?6-053—913;.01_b1‘

THIS DEED OF TRUST is dated October. 17, 2002, among M/T ENTERPRISES; a Washington
General Partnership ("Grantor"); Whidbey Island Bank, whose mailing address is
Burlington Office, 1800 S. Burlington Ave., P.O. Box-302, Burlington, WA 98233 (referred to
below sometimes as "Lender” and sometimes as'"Bene'flc:lary"), and island Title Company,
whose mailing address is 839 S Burlington Bivd Burllngton WA 98233 (referred to below as
"Trustee"). : _
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DEED OF TRUST
(Continued) Page 3

| Duty 10'Protect. Grantor agrees neither to abandon or leave unattended the Property. Grantor shall do all other acts, in
¢ /-Addition to those acts set forth above in this seclion, which from the character and use of the Property are reasonably
necessary 1o protect and preserve the Property.

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lender’s opfion, (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 impase such other condilions as Lender deems appropriate, upon the sale or fransfer, without Lender’s
prior written consent, of all or any part of the Real Property, or any interest in the Real Property, A "sale or transfer” means the
conveyance of Redl Property or any right, title or interest in the Real Property; whether legal, beneficial or equitable; whether
voluntary.or involuntary; whether by oulright sale, deed, installment sale contract, land contract, contract for deed, leasehold
interest with & term greater than three (3) years, lease-aplion contract, or by sale, assignment, or transfer of any beneficial
interest in or to: any lapd trust holding title to the Real Property, or by any other method of conveyance of an interest in the
Real Property. If‘any Grantof'is a corporation, partnership or limited kiability company, transfer also includes ary change in
ownership of ‘mhore than twenfy—five percent (25%) of the voling stock, partnership interests or limited liability company
interests, as the case may be, of such Grantor. However, this option shall not be exercised by Lender if such exercise is
prohibited by federal law-or by Washington law.

TAXES AND LIENS.._-.Thef-'fbt_téwing;'_ﬁrovisions relating to the taxes and liens on the Property are part of this Deed of Trust:

Payment. Grantor shall pay when due {and in all events prior to delinquency) all taxes, special taxes, assessments,
charges {including water and-sewer), fines and imposilions levied against or on account of the Property, and shall pay
when due all claims for work .done on or for services rendered or material furnished to the Property. Grantor shalil
maintain the Property fréé of allliefs-having priority over or equal to the interest of Lender under this Deed of Trust,
except for the lien of tixes-and‘assessménts not dus and except as otherwise provided in this Deed of Trust.

Right fo Confesl. Grantor may withhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the obligation to.pay, so long as Lender’s interest in the Property is not jeopardized. If a lien arises or is
filed as a result of nonpayment, Grantor:shall:within fitteen (15) days after the lien arises or, if a lien is filed, within fifleen
(15) days after Grantor has nptice ‘of the filing, secure the discharge of the lien, or if requested by Lender, depaosit with
Lender cash or a sufficient corpordte surety bond or other security salisfactory to Lender in an amount sufficient to
discharge the lien plus any costs and atterneys’ fees, or other charges that could acerue as a result of a foreclosure or
sale under the lien. In any contest; ‘Grahtor shall.defend itself and Lender and shall safisfy any adverse judgment before
enforcement against the Property. Grantar shall name Lender as an additional obligee under any surety bond furnished
in the contest proceedings.

Evidence of Payment. Grantor shali upon demand furnish to Lender satisfactory 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 taxes and assessments against the Property

Notice of Consiruction. Grantor shall notufy Lendet at least fifteen (15) days before any work is commenced, any
services are furnished, or any malterials are supplied to the Property, if any mechanic’s lien, materialmen’s lien, or other
lien could be asserted on account of the work, Services, or materials. Grantor will upon request of Lender furnish to
Lender advance assurances salisfactory to Lender that Grantor can and will pay the cost of such improvements.

PROPERTY DAMAGE INSURANCE. The following prowsmns relatmg ’to insuring the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and mamtam potlmes of fire insurance with standard extended
coverage endorsements on a replacement basis for the fullinsurable: value covering all Improvements on the Real
Property in an amount sufficient to avoid application of any coinsurance ¢lause, and with a standard mortgagee clause in
favor of Lender. Grantor shall alse procure and maintain. comprehensive general liability insurance in such coverage
amounts as Lender may request with Trustee and Lender belng named as-additional insureds in such liability insurance
policies. Addifionally, Grantor shall maintain such other irfisurance;” including but not limited to hazard, business
interruption, and boiler insurance, as Lender may reasonably require. Pdlicies shall be written in form, amounts,
caverages and basis reasonably acceptable to Lender and issued by a' company or companies reascnably 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 b cancalled or diminished without at least
ten (10} days prior written notice to Lender. Each insurance policy. also shall'ingiude an endorsement providing that
coverage in favar of Lender will not ba 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 the Ditector of the Federal Emergency
Managemant Agency as a special flood hazard area. Grantor agrees to obtain.and maintdin Federal Flood Insurance, if
available, for the full unpaid principal balance of the loan and any prior liens:on the property securing the loan, up to the
mexdmum pollcy limits set under the National Fiood Insurance Program, or as othermse reqmred by Lender, and to
matntain such insurance for the term of the loan.

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the Property it the estimaled
cost of repair or replacement exceeds $1,000.00. Lender may make proof of loss if Graritor fails to do so within fifteen
{15) days of the casualty. Whether or not Lender's securily Is impaired, Lender may, . At Lender’s elsction, receive and
retain the proceeds of any insurance and apply the proceeds to the reduction of the. Indebtedness, payment of any lien
affecting the Property, or the restoration and repair of the Froperty. If Lender elects to apply the progéeds to restoration
and repair, Grantor shall repair or replace the damaged or destroyed Improvements iri-a_ manner safisfactory to Lender.
Lender shall, upon satisfactory proof of such expenditure, pay or reimburse Grantor from the proceeds for the
reasonable cost of repair or restoration if Grantor is not in default under this Deed of Trust..Any’ proceeds which have
not been disbursed within 180 days after their receipt and which Lender has not committed tg the-tepair-of restoration of
the Property shall be used first to pay any amount owing to Lender under this Deed of Trust, dhan to pay accrued
interest, and the remainder, if any, shal! be applied to the principal balance of the Indebfednéss...if Lender holds any
proceeds after payment in full of the Indebtedness, such proceeds shall be paid without interest” to Grantor as Grantors
interests may appear. : :

Granlor’s Report on Insurance. Upon request of Lender, however not more than once a year, Grantor shall iurmsh to
Lender a reporl on each existing policy of insurance showing: {1) the name of the insurer; (2} therisk$ ingtired; (3)
the amount of the policy; {4) the property insured, the then current replacement value of such property; and the manner.
of determining hat value; and (5) the expiration date of the policy. Grantor shall, upon request of ender, have.an =
independent appraiser satisfactory to Lender determine the cash value replacement cost of the Property. A
LENDER’S EXPENDITURES. If any acticn or proceeding is commenced that would materially affect Lender’s mteresl i the‘
Property or if Grantor fails to comply with any provision of this Deed of Trust or any Relaled Documents, including but . ngt
limited to Grantor’s failure to discharge or pay when due any amounts Grantor is required fo discharge or pay under this Deed- .~
of Trust or any Related Documents, Lender on Grantor's behalf may {(but shall not be obligated to) take any action that Lender_... '
deems appropriate, including but not limlted to discharging or paying all taxes, liens, security interests. encumbrances and
ather claims, at any time levied or placed on the Property and paying all costs for insuring, maintaining and preserving the
Property. All such expenditures incurred or paid by Lender for such purposes will then bear interest al the rate charged
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DEED OF TRUST
(Continued) Page 5

/ the'liens and security interests created by this Deed of Trust as first and prior liens on the Property, whether now owned
i .-or héreafter acquired by Grantor. Unless prohibited by faw or Lender agrees fo the confrary in writing, Grantor shall
reimbursé-Lender for all costs and expenses incurred in connection with the matters referred to in this paragraph.

" Atforngy-in-Fact. If Grantor fails to do any of the things referred to in the preceding paragraph, Lendar may do so for
and:in the name of Grantor and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints Lender

_ as Grantor's allorney-in—fact for the purpose of making, executing, delivering, filing, recording, and doing all other things
as ‘may be: nQCessary or desirable, in Lender's sole opinion, to accomplish the matters referred to in the preceding
paragraph d ‘

FULL FERFORMANCE It Grantor pays all the Indebledness when due, and otherwise performs all the obligations imposed
upon Grantor under this Deed of Trust, Lender shalt execute and deliver to Trustee a request for full raconveyance and shall
execute and daliver. fo Grantor suitable statements of termination of any financing statement on file evidencing Lendsr's
security interastin the Rents and the Persanal Property. Any reconveyance fee shall be paid by Granlor, if permitted by
applicable faw. The grantee.n any reconveyance may be described as the "person or persons legally entitled thereto™, and
the recitals in the reconveyance of any maltters or facts shall be conclusive proof of the truthfulness of any such matters or
facts.

EVENTS OF DEFALI.T Each of the tollowmg, at Lender's option, shall constitute an Event of Default under this Deed of
Trust:

Payment Detaulit, Grantor falts 1o make any payment when due under the Indebiedness.

Other Defaults. Grantorfails to commply with or fo perferm any other term, obligation, covenant or condition contained in
this Deed of Trust or in.any of the.Relatéd Documents or to comply with or to perform any term, obligation, covenant or
condilion contained in any other‘agreement between Lender and Grantor,

Compliance Default. Failure {o comply with any other term, obligation, covenant or condition contained in this Deed of
Trust, the Note or in any of the Related Documents. If such a failure is curable and if Grantor has not been given a
notice of a breach of the same ‘provision of Ih__;s Deed of Trust within the preceding twelve (12} months, it may be cured
{and no Event of Default will have pecurred}if Grantor, after Lender sends written notice demanding cure of such failure:
{a) cures the failure within fifteen (15)'days; or (b) if the cure requires more than fifteen (15) days, immediately initiates
steps sufficient to cure the failure and thereafter.continues and completes all reasonable and necessary steps sufficient
to produce compliance as soon as reesonabty practlcal

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

Environmental Defaull. Failure of any parly to compty with ot perform when due any term, obligation, convenant or
condition contained in any environmental agreement executed in connection with the Property.

False Statements. Any warranly, representatlon or: statement made or furnished to Lender by Grantor or on Grantor's
behalf under this Deed of Trust or the Related Dogiiments is false or misleading in any material respect, either now or at
the time made or furnished or becomes false or rms!eadlng at any time thereafter.

Defeclive Collateralizalion. This Deed of Trust'or"‘any of the Related Documents ceases to be in full force and effect
(including failure of any collateral document to create a valid and perfected security interest or lien) at any time and for
any regson.

Death or Insolvency. The dissolulion or termination of Grantors emstence as a going business or the death of any
partner, the insolvency of Grantor, the appointment of a-recsiver for any part of Grantor's property, any assignment for
the benefit of cregditors, any fype of creditor workout, or the commencement of any proceeding under any bankruptcy or
insolvency laws by or against Grantor.

Creditor or Forfeiture Proceedings. Commencement of foreclosure or. forfelture proceedings, whether by judicial
proceeding, self~help, repossession or any other method, by any creditor of Grantor or by any governmental agency
against any property securing the Indebtedness. This includes a garnishment: of any of Grantor's accounts, including
deposit accounts, with Lender. However, this Event of Default shall not apply if there is a good faith dispute by Grantor
as to the validity or reasonableness of the ¢laim which is the basis af the creditor or forfeiture proceeding and if Grantor
gives Lender written notice of the creditor or forfeiture proceeding and deposus with.Lender monies or a surely bond for
the creditor or forfeitura proceeding, in an amount determined by Lefidar,in |t5 sole dlscretlon as being an adequale
raserve or bond for the dispute. L :

Breach of Other Agreement. Any breach by Grantor 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 indebledness or ather obligation of Grantor to Lender, whether existing now or later,

Evenis Affecting Guarantor. Any of the preceding events occurs with réspest to-any“Guarantor of any of the
indebtedness 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 death, Lender, at its option, may, but shall'nof be required to,
permit the Guarantor’s estale {o assume unconditionally the obhgatlons artsmg under lhe guaranty in a manner
satisfaclory ta Lender, and, in deing so, cure any Event of Defaull.

Adverse Change. A material adverse change occurs in Grantor's financiai condltlon or. Lender beheves the prospect of
payment or performance of the Indebtedness is impaired.

Insecurily. Lender in good faith believes itself insecure.

Right to Cure. If such a failure is curable and if Grantor has not been given a notice of & breach of the sdme’provision
of this Deed of Trust within the preceding twelve {12) months, it may be cured (and no Event.of Déefault will have
occurred) if Grantor, after Lender sends written notice demanding cure of such failure: (a) cures the failurg within fifteen
(15) days; or (b) if the cure requires more than fifteen (15) days, immediately initiates steps sufficient 10 cure the failure
and thereafter continues and completes all reasonable and necessary steps sufficient to produce compllance as soon as
reasanably practical.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under this Deed of Trust, at any t'rme thereatter
Trustee or Lender may exercise any one or more of the following rights and remedies: E

Eiection of Remedies. Election by Lender to pursue any remady shall not exclude pursuit of any other remedy, and ah -
election lo make expenditures or to lake action to perform an obligation of Grantor under this Deed of Trust after.-‘
Grantor's failure to perform, shall not affect Lender’s right to declare a default and exercise its remedies.

Accelerate Indebtedness. Lender shall have the right at its option to declare the entire Indebtedness |mmed|ately due
and payable, including any prepayment penalty which Grantor would be required to pay.

Foreclosure. With respect to all or any part of the Real Propenty, the Trustee shall have the right 1o exercise its poW'er""of
sale and to foreclose by nofice and sale, and Lender shall have the right to foreclose by judicial foreclosure, in either

tttftemlttgttttttlttttltﬂlttlttttmt
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DEED OF TRUST
{Continued) Page 7

: "'Grenicrs:
MISCELLANEOUS PROVISIONS. The following miscellanecus provisions are a part of this Deed of Trust:

: "Amendmenls. This Deed of Trust, together with any Related Documents, constitutes the entire understanding and
agresment of the parties as to the matters set forth in this Deed of Trusl. No alteration of or amendment to this Deed of
Trust shall be effective unless given in writing and signed by the party or parties sought to be charged or bound by the
alteratlon orarnendment

Anriual Repans If the Property is used for purposes other than Grantor's residence, Grantor shall furnish to Lender,
upen, request d'certified statement of net operating income received from the Property during Grantor’s previous tfiscal
year in suchform and detail as Lender shail require. "Nel operaling income” shall mean all cash receipts from the
Prupeﬂy less all cash expenditures made in connection with the operation of the Property.

Caplion'Héadings.. Caption headings in this Deed of Trust are for convenience purposes only and are net to be used to
interpret or define'the provisions of this Deed of Trust.

Merger. There shall beno rnerger of the interest or estate created by this Dead of Trust with any other interest or estate
in the Property at- any’ hme held"by or for the benefit of Lender in any capacity, without the written consent of Lender.

Governing Law This ‘Déed of Trust will be governed by, consirued and enforced in accordance with federal law
and the laws of the Siate of Washlngton This Deed of Trust has been accepted by Lender in the State of
Washington.

Choice of Venue. If there is a Iawsml Granlor agrees upan Lender’s request to submit to the jurisdiction of the courts of
Skagit County, State of Washmgton

No Waliver by Lender. Lender shall nnt be deemed to have waived any rights under this Deed of Trust unless such
waiver is given in wrifing and signed by Lender. No delay or omission on the part of Lender in exercising any right shall
operale as a waiver of such night or any other right. A waiver by Lender of a provision of this Deed of Trust shall not
prejudice or constitute a waiver"of‘l.ender’s right otherwise to demand strict compliance with that provision or any other
provision of this Deed of Trust.Na-prior'waiver by Lender, nor any course of dealing between Lender and Grantor, shall

: constitute a waiver of any of Lender’s rights or of any of Grantor's obligations as to any future fransactions. Whenever
the consent of Lender is required under this Deed of Trust, the granting of such consent by Lender in any instance shall
riot constitute continuing cansent to- subsequent instances where such consent Is required and in all cases such consent
may be granted or withheld in the solg dlscreuon of Lender.

Severability. If a court of competent junsdlchon finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable as to any circumstance, that“finding” shali not make the offending provision illegal, invalid, or
unenforceable as o any other circumstance. If feasible,..the offending provision shall be considered modified so that it
becomes legal, valid and enforceable. If the; offendlng provision cannot be so medified, it shall be considered deleted
from this Deed of Trust. Unless otherwise required tiy law, the iliegality, invalidity, or unenforceability of any pravision of
this Deed of Trust shall not affect the legality, validity or enforceabiliity of any other provision of this Deed of Trust.

Successors and Assigns. Subject to any limitatiens stated in this Deed of Trust on transfer of Grantors interest, this
Deed of Trust shall be binding upon and inure to the'benefit of the parties, their successors and assigns. If ownership of
the Property becomes vested in a person other than’Grantor, Lender; without notice to Grantor, may deal with Grantor's
successors with reference to this Deed of Trust and the Indebtedness by way of forbearance or extension without
releasing Grantor fram the obligations of this Deed of Trust ot ligbility under the Indebtedness.

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

Waiver of Homestead Exemption. Grantor hereby releases and waives all rights and benefits of the homestead
exemption laws of the Stale of Washington as to all Indebtedness secured Byrthis Deed of Trust.

DEFINITIONS. The following eapitalized words and terms shatl have the followmg ‘meanings when used in this Deed of Trust.
Unless specifically stated to the contrary, all references to dollar amount$ shall mean amounts in lawful money of the United
States of America. Words and terms used in the singular shall include the plural, and ihe plural shall include the singular, as
the context may require. Words and terms not otherwise defined in thig, Deed of Trusl shall have the meanings attributed to
such terms in the Uniform Coemmercial Code:

Beneficiary. The word "Beneficiary” means Whidbey Island Bank, and rls succeSSors and assigns.

Borrower. The word "Borrower” means M/T ENTERPRISES, and all other’ persons and entities signing the Note in
. whatever capacity.

Deed of Trust. The words "Deed of Trust” mean this Deed of Trust arnong Grantor Lender and Trustee, and includes
without limitation all assignment and security interest provisions relating to the Personal Property and Rents.

Default. The waord "Default’ means the Default set forth in this Daed of Trust in the sectmn mled "Detault”,

Environmental Laws. The words "Environmental Laws" mean any and all state, fede_ral and qual statutes, regulations
and ordinances relating to the proteclion of human health or the envirenment, includin'g’j without limitation the
Comprehensive Environmental Response, Compensation, and Liability Act of 1980, as amended, 42 U.5.C. Section
9601, et seq. ("CERCLA™), the Superfund Amendments and Reauthorization Act of 1986, Pub: L. No. 99-499 ("SARA"),

the Hazardous Materials Transportation Act, 49 U.S.C. Section 1801, et seq., the Resourée Consérvation and Recovery
Act, 42 U.8.C. Seclion 8901, et seq., or other applicable state or federal laws, rules, or regu1a|ron5 adopted pursuant
thersto.

Event of Default. The words "Event of Default" mean any of the events of default set forth in lhls Deed ol Trusl in the
events of default section of this Deed of Trust.

Granior. The word "Grantor” means M/T ENTERPRISES.

Guaranfor. The word "Guarantor" means any guarantor, surety, or accommodation party of any or aII of the
Indebtednass.

Guaranty. The word "Guaranty” means the guaranty from Guarantor to Lender, including without Ilmltahon a guaranty Of'x.
all or part of the Nole.

Hazardous Substances. The words "Hazardous Substances” mean matenals that, because of thelr quan' v,
concentration or physical, chemical or infectious characteristics, may cause or pose a present or potential hiazard: 1o
human health or the environment when impropery used, treated, stored, disposed of, generated, madufactured, .
transported or otherwise handled. The words "Hazardous Substances™ are used in their very broadest sénse and™ .-
include without limitation any and all hazardous or toxic substances, materials or waste as defined by or listed under the
Environmental Laws. The term "Hazardous Substances” also includes, without limitation, petroleum and petroleym
by-products or any frastion thereof and asbestos. Er

Improvements. The word "Improvements” means all existing and future improvements, buildings, structures, mobile
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