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MORTGAGE

DATE: September9 2005

Reference # (if apphoable) Additional on page
Grantor(s): '
1. MLC PROPERTIES L. P

Grantee(s) -
1. PEQOPLES BANK

Legal Description: PTN W 1/2 OF NW 1/4,°24-33-3 E W.M,
W S Additional on page 2

Assessor's Tax Parcel ID#: 330324-2-006-0000

THIS MORTGAGE dated September “9; 2005, is made and executed between MLC
PROPERTIES, L.P., A WASHINGTON LIMITED PARTNERSHIP, whose address is 19208
MORRISON RD, MOUNT VERNON, WA 98274- 7700 {referred to below as "Grantor") and
PEOPLES BANK, whose mallmg address is 1801 RIVERSIDE DRIVE, MOUNT VERNON, WA
98273 (referred to below as "Lender”). : :
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MORTGAGE
: &. Lo"en_{'No: 5032214-201 (Continued) Page 3

cempanv, transfer also includes any change in ownership of more than twenty-five percent {25%) of the voting stock,
partnership interests or limited liabitity company interests, as the case may be, of such Grantor. However, this option
_shall ot be exerclsed by Lender if such exercise is prohibited by federal law or by Washington law.

TAXES AND LIENS The following provisions relating to the taxes and liens on the Property are part of this Mortgage:

;Payment Grantor shall pay when due (and in all events prior to delinquency) all taxes, payroll taxes, special taxes,
assessments, water charges and sewer service charges levied against or on account of the Property, and shall pay
whan dug all claims for work done on or for services rendered or material furnished to the Property. Grantor shall
mamtam the F'roperty free of any liens having priority over or equal to the interest of Lender under this Mortgage,
except for those Tiens specifically agreed to in writing by Lender, and except for the lien of taxes and assessments
not due as further Specn‘led in the Right to Contest paragraph.

Right to Contest Grantgr may withhold payment of any tax, assessment, or claim in connection with a good faith
dlspute over the’ gbligation 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 fifteen {15} days after the lien arises or, if a lien is filed,
within fifteen {151 days after Grantor has notice of the filing, secure the discharge of the lien, or if requested by
Lender, deposit'with:Lénder.cash or a sufficient corporate surety bond or other security satisfactory to Lender in an
amount sufficient to dlscharge_ the lien plus any costs and attorneys’ fees, of other charges that could accrue as a
result of a foreclosureor sale (nder the lien. In any contest, Grantor shall defend itself and Lender and shall
satisfy any adverse judgment, Lefore enforcement against the Property. Grantor shall name Lender as an additional
obligee under any surety bond furmshed in the contest proceedings.

Evidence of Payment‘ Grantor shall. upon demand furnish to Lender satisfactory evidence of payment of the taxes
or assessments and shall guthorize the appropriate governmentai official to deliver to Lender at any time a written
staternent of the taxes and assessments against the Property.

MNotice of Construction. Grantor shall:notify Lender at least fifteen (15) days before any work is commenced, any
services are furnished, or dny materials-are.supplied to the Property, if any mechanic’s lien, materialman's lien, or
other lien could be asserted ‘on aécouht .of the wark, services, or materials. Grantor will upon request of Lender
furnish to Lender advance assurances satlsfactory to Lender that Gramtor can and will pay the cost of such
improvements. et

PROPERTY DAMAGE INSURANCE. 'Thev fﬁtio_wirfg __-p’rovisions relating to insuring the Property are a part of this
Mortgage: K

Maintenance of Insurance. Grantor shaH procure and. maintain policies of fire insurance with standard extended
coverage endorsements on a replacement:basis for- the full insurable value covering all Improvements on the Real
Property in an amount sufficient to avoid apphcatuon of any coinsurance clause, and with a standard mortgagee
clause in favor of Lender. Grantor shall also procuré and maintain comprehensive general liability insurance in such
coverage amounts as Lender may request with Lender being named as additional insureds in such liability insurance
policies. Additionally, Grantor shall maintain such other insurance, including but not limited to hazard, business
interruption and boiler insurance as Lender may require. Policies shall be written by such insurance companies and
in such form as may be reasonably acceptable'm" Lender. Grantor shall deliver to Lender certificates of coverage
from each insurer containing a stipulation that coverage will siot be cancelled or diminished without a minimum of
th|fty (30} days' prior written natice to Lender and not containirig any disclaimer of the insurer's liability for failure
te give such notice. Each insurance policy also shall include” an gndorsement providing that coverage in favar of
Lender will not be impaired in any way by any act, omlssmn or default of Grantor or any other person. The Real
Property is or will be located in an area designated by’ ‘the, Directgr of the Federal Emergency Management Agency
as a special flood hazard area. Grantor agrees 1o obtain and mamtam Federal Flood Insurance, it available, for the
full unpaid principal balance of the loan and any prior I|ens on the praperty securing the loan, up to the maximum
policy limits set under the National Flood Insurance Program, or as othermse required by Lender, and to maintain
such insurance for the term of the loan. L

Application of Proceeds. Grantor shall promptly notify Lender df any loss Qr ﬂamage to the Property. Lender may
make proof of loss if Grantor fails to 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 thé 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 Property. If Lender elects to apply the proceeds 10 restoratlon 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 for the reasonable cost of
repair or restoration if Granter is not in default under this Martgage. Any proceeds which have nat been dishursed
within 180 days after their receipt and which Lender has not committed to the. rapair or ‘restoration of the Property
shall be used first to pay any amount owing to Lender under this Mortgage. then to pay. -accrued interest, and the
remainder, if any, shall be applied to the principal balance of the Indebtedness. If Eendér holds any proceeds after
payment in full of the Indebtedness, such proceeds shall be paid without interes_’g tq_ Grantor_ as‘Grantor s interests
may appear. :

Grantor's Report on Insurance. Upon request of Lender, however not more than once a year Grantor shall furnish
to Lender a report on each existing policy of insurance showing: {1) the name of thé ingdrer;’ (2) the risks
insured; {3} the amount of the policy; (4) the property insured, the then currant replacement value of such
property, and the manner of determining that value; and (5) the expiration date of the policy. Gfantor shall, upon
request of Lender, have an independent appraiser satisfactory to Lender determine the cash value repiacement cost
of the Property. S s

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materially affect" 'Lender"s intarest in
the Property or if Grantor fails to comply with any provision of this Mortgage or any Related Documents, including but
not limited to Grantor's failure ta discharge or pay when due any amounts Grantor is required to dlscharge or pay.under
this Mortgage or any Related Documents, Lender on Grantor's behalf may {but shall not be cbligated to).take any acftion
that Lender deems appropriate, including but not limited to discharging or paying all taxes, liens, secumy_ nterests,
encumbrances and other 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 at the rate charged under the Note from the date incurred or paid by Lender to the date of repayment by ./
Grantor. All such expenses will hecome a part of the Indebtedness and, at Lender's option, will {A) be.payable:on
demand: (B! be added to the balance of the Note and be apportioned among and be payable with any installment
payments to become due during sither {1} the term of any applicable insurance policy: or (2) the remaining. termy of o7
the Note; ar (C) be treated as a ballcon payment which will be due and payable at the Note's maturity. The Mortgage™
also will secure payment of these amounts. Such right shall be in addition to all ather rights and remedies to wh:ch..--"‘
Lender may be entitled upon Detault. S

WARRANTY DEFENSE OF TITLE. The following provisions relating to ownership of the Property are a part of th|s

WRATIRI

Skagit County Auditor
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) Lender as Grantor's attorney-in-fact for the purpose of making, executing, delivering, filing, recording, and doing all
“othier things as may be necessary or desirable, in Lender’s scle opinion, to accomplish the matters referred to in
the precedlng paragraph.

FULL PERFORMANCE If Grantor pays all the Indebtedness when due, and otherwise performs all the obligations
|mposed upan Grantor under this Mortgage, Lender shall execute and deliver 1o Grantor a suitabie satisfaction of this
Mortgage and sultab[e statements of termination of any financing statement on file evidencing Lender's security interest
in the Rents and the Personal Property. Grantor will pay, if permitted by applicable law, any reasonable termination fee
as determmed by Lender from time to time.

EVENTS OF DEFAULT Each of the following, at Lender’'s option, shall constitute an Event of Default under this
Mortgage: ’ y "

Payment Default Gfantor fails to make any payment when due under the Indebtedness.

Default on Other Paymants Failure of Grantor within the time required by this Mortgage to make any payment for
taxes or msurance for any other payment necessary to prevent filing of or to effect discharge of any lien.

Environmental, Default Fallure of any party to comply with or perform when due any tarm, obligation, covenant or
condition contamed in’ any envirgnmental agreement executed in connection with the Property.

Other Defaults. Grantor falls to comply with or to perform any other term, obligation, covenant or condition
contained in this Mortgage or in any of the Related Dogcuments or to comply with or to perform any term,
obligation, covenant or condltlon contalned in any other agreement between Lender and Grantor.

False Statements. Any warranty, representatlon or statement made or furnished to Lender by Grantor or on
Grantor's behalf under thrs__Mortgage or the Related Documents is false or misleading in any material respect,
either now ar at the time made or furhished or becomes false or misleading at any time thereafter.

Defective Collateralization:: This Mortgage or any of the Related Documents ceases to be in full force and effact
{including failure of any cellateral document to create a valid and perfected security interest or lien) at any time and
for any reason. :

Death or Insclvency. The dissolutiorr or termi_natien of Grantar's existence as a going business or the death of any
partner, the insolvency of Grahtor, the "épp_piri‘tment of a receiver for any part of Grantor’s property, any
assignment for the benefit of creditors, any type of creditor workout, or the commencement of any proceeding
under any bankruptey or insolvency taws by or against Grantor.

Creditor or Forfeiture Proceedings, CommenCement af foreclosure or forfeiture proceedings, whether by judicial
proceeding, self-help, repossessron or any other method, by any creditor of Grantar 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 claim which is the basis of the creditor or forfeiture
proceeding and if Grantor gives Lender writter: notice of the creditar or forfeiture proceeding and deposits with
Lender monies or a surety bond for the creditor, or, forfeiture proceeding, in an amount determined by Lender, in its
sole discretion, as being an adequate reserve ar bend for the disbute

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 therem including without limitation any agreement
concerning any indebtedness or other abligation of Grantor ‘o Lender : whether existing now or later.

Events Affecting Guarantor. Any of the preceding events occurs W|th respect to any Guarantor of any of the
Indebtedness or any Guarantor dies or becomes incompetent; of 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 not be
required to, permit the Guarantor's estate to assume uncondltmnally the Obllgatlons arising under the guaranty in a
manner satisfactory to Lender, and, in deing so, cure any Event of Pefault, & °

Adverse Change. A material adverse change occurs in Grantor's fmanCIai condition, or Lender believes the
prospect of payment or performance of the Indebtedness is lmparred

Insecurity. Lender in good faith believes itself insecure.

Right to Cure. If any default, other than a default in payment is curable and if Grantor has not been given a notice
of a breach of the same provision of this Mortgage within the preceding twelve (¥2} months, it may be cured if
Grantor, after receiving written natice from Lender demanding cure of such default: (1) cures the default within
fifteen (15} days; or {2) if the cure reguires more than fifteen {15} days; immediately initiates steps which Lender
deems in Lender's sole discretion to be sufficient to cure the default and thefeafter continues and completes all
reasonable and necessary steps sufficient to produce compliance as soon as’ reasonably Practical.

RIGHTS AND REMEDIES ON DEFAULT. Upon the accurrence of an Event of Default afd At any time thereafter, Lender,
at Lender's option, may exercise any one or more of the following rights and remedles rn addltlon to any other rights or
remedies provided by law: L I

Accelerate Indebtedness. Lender shall have the right at its option without notice"--t__e G_rantor‘.t"b declare the entire
Indebtedness immediately due and payable, including any prepayment penalty which'Granjg_or yv_'eqld be required to
pay. e i

UCC Remedies. With respect to all or any part of the Personal Property, Lender shall have all” the nghts and
remedies of a secured party under the Uniform Commercial Code. E

Collect Rents. Lender shall have the right, without notice to Grantor, to take possession of the Properw and
collect the Rents, including amounts past due and unpaid, and apply the net proceeds, over. ang’ “above Lender's
costs, against the Indebtedness. In furtherance of this right, Lender may require any tenant®of other user of":t,he
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 recelved in. payment
thereof in the name of Grantor and to negotiate the same and collect the proceeds. Payments by tenants or other’:
users to Lender in response to Lender's demand shall satisfy the obligations for which the paymeénts 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 through a receiver. : i

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 Praperty, to operate the Property preceding or pending’
foreclosure or sale, and to collect the Rents from the Property and apply the proceeds, aver and above the costof.«"
the receivership, against the Indebtedness. The receiver may serve without bond if permitted by law. Lerider’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
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MORTGAGE
Lo"'en{-:No: 5032214-201 {Continued) Page 7

i i Severability. If a court of competent jurisdiction finds any provision of this Mortgage to be illegal, invalid, or

¢ +“upénforgeable as to any circumstance, that finding shall not make the oftending provision illegal, invalid, or

Unenforcéable as to any other circumstance. If feasible, the offending provision shall be considered moedified so

“ that jt-begomes legal, valid and enforceable. [f the offending provision cannot be so modified, it shall be

considered” deleted from this Mortgage. Unless otherwise required by law, the illegality, invalidity, or

.unenforceabllrty of any provision of this Mortgage shall not affect the legality, validity or enforceability of any other
'prawsron of this Mortgage

Merger There shall be no merger of the interest or estate created by this Mortgage with any other interest or
estate in ‘the F’raperty at any time held by or for the benefit of Lender in any capacity, without the written consent
of Lender.

Successors and Assrgns Subject to any limitations stated in this Mortgage on transfer of Grantor's interest, this
Mortgage shall be: bindirit; 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 successars with reference to this Mortgage and the Indebtedness by way of forbearance or extension
without releasmg Grantor from the obligations of this Mortgage or liability under the Indebtedness.

Time is of the Essence._. ]_'rme is.of the essence in the performance of this Mertgage.

Waive Jury. All parties to-this Mortgage hereby waive the right to any. jur in any action, proceeding, or

counterclaim brought by ahy earty against any other party. (Initial Her

Waiver of Homestead’ Exemptlon Grantor hereby releases and waives all rights and benefits of the homestead
exemption laws of thé. State of: Washlngton as to all Indebtedness secured by this Mortgage.

DEFINITIONS. The foliowmg cap|tallzed words and terms shall have the following meanings when used in this
Mortgage. Unless specifically stated to ‘the contrary, all references to dollar amounts shall mean amounts in lawful
money of the United States of*America. Words, and terms used in the singular shall include the plural, and the plural
shall include the singular, as the.context may raquire. Words and terms not otherwise defined in this Marigage shall
have the meanings attributed to such’ terms i ‘the Uniform Commercial Code:

Borrower. The word "Borrower® means MLC.PROPERTIES, L.P. and includes all co-signers and co-makers sighing
the Note and all their successors and assrgns

Default. The word "Default” means the Default set forth in this Mortgage in the section titled "Default”.

Event of Default. The wards "Event of Default" mean:any of the events of default set forth in this Mortgage in the
events of default section of this Mortgage g

Grantor. The word "Grantor" means MLE F'ROPERTIES L.P..

Guarantor. The word "Guarantor” means Eny ‘guarantor, surety, or accommodation party of any or all of the
Indebtedness. :

Guaranty. The word "Guaranty" means the’ Quaranty from Guarantor to Lender, including without limitation a
guaranty of all or part of the Note. : £

improvemants. The word "Improvements” means all exrstmg and future improvements, buildings, structures,
moabile homes affixed on the Real Property, facilities, addmons, repiacements and other construction on the Real
Property. H

Indebtedness. The word "Indebtedness" means all pri_n'c_ipal, iriterest, and other amounts, 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-Docuiments and-any amounts expended or advanced by
Lender to discharge Grantor's cbligations or expenses incurred by Lénder fo enforce Grantor's obligations under
this Mortgage, together with interest on such amounts as provided in this Mortgage. Spscifically, without
limitation, Indebtedness includes all amounts that may be |nd|rect|v secured bv the Cross-Collateralization provision
of this Mortgage. : .

Lender. The word "Lender” means PEOPLES BANK, its successors and assrgns ----- )
Mortgage. The word "Mortgage” means this Mortgage between Grantor and Lender

Note. The word "Note" means the promissory note dated September 9, 2005 #]“‘b.e original principal
amount of $445,000.00 from Grantor to Lender, together with all renew, r&ffq of, modifications
of, refinancings of, consolidations of, and substitutions for the promlssgﬂ' -.agree}@e‘q; NOTICE TO
GRANTOR: THE NOTE CONTAINS A VARIABLE INTEREST RATE.

Personal Property. The words "Personal Property” mean all equipments” flﬁiﬁe‘%’ and other arﬁéles :of personal
property now ar hereafter owned by Grantor, and now or hereafter anae%d o -affixed 16- the Heal Praperty;

"xe

together with all accessions, parts, and additions to, all replacements uf d:all substltu‘nons for, any of such
property; and together with all issues and profits thergon and proceeds=including: wrtheut lrmrtatren a}E insurance
proceeds and refunds of premiums) from any sale or other disposition of t'&e Pr!{perty i L

Property. The word "Property" means callectively the Real Property and th& Persorwegroperty

Real Proparty. The words "Real Property” mean the real property, interests aw*rt‘gh,ts’ £

her'de“sc-ribed in this
Mortgage. A

‘.

q’”'ylé‘ ;
Related Documents. The words "Related Documents” mean all promissory notes, credit. agreements loan
agreements, environmental agreements, guaranties, security agreements, mortgages, deeds of Arust,“Security
deeds, callateral mortgages, and all other instruments, agreements and documents, whether now ar hereafter
existing, executed in connection with the Indebtedness. ; : L

Rents. The word "Rents” means all present and future rents, revenues, income, issues, royalt"i'es '"preﬁ.ts,"'a__rtd

other benefits derived from the Property.

AR
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