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" Oak Harbor, WA 98277

CHICAGO ITLE COMPANY

1C41980
DEED OF TRUST

DATE: July 11, 2007

Reference # {if apphcable) IC4’1980 Additiona) on page
Grantor(s):
1. ANACORTES CHOCOLATE FACTORY LLC

Grantee(s)
1. Whidbey Island Bank
2. CHICAGO T{TLE COMPANY-«Anacortes, Trustee

Legal Description: LOTS 4AND 5 PTN LOTS 1-3, BLK. 8, FIRST ADD. TO ANACORTES
. S Additional on page 2

Assessor's Tax Parcel ID#: 3788- 008 003 0002 AND 3788-008-005-0000

THIS DEED OF TRUST is dated July 11 2007, among ANACORTES CHOCOLATE FACTORY
LLC; a Washington Limited Liability Company ("Grantor ): Whidbey Island Bank, whose mailing
address is CL SKAGIT - 3, 321 SE PIONEER WAY, P.0. BOX 1589, OAK HARBOR, WA 98277
{referred to below sometimes as "Lender" and: sometlmes as "Beneficiary"); and CHICAGO
TITLE COMPANY-Anacortes, whose mailing address .is. 3110 COMMERCIAL AVENUE SUITE
101, ANACORTES, WA 98221 (referred to below as "Trustee").
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DEED OF TRUST
{Continued) Page 3

land-contract, contract for deed, leasehold interest with a term greater than three (3) years, lease-option contract, or by
- salfe, dssignment, or transfer of any beneficial interest in or to any tand trust holding titie to the Real Property, or by any
thér mathod of conveyance of an interest in the Real Property. If any Grantor Is a corparation, partnership or limited
. Jiability company, transfer also includes any change in ownership of more than twenty-five percent (25%) of the voting
" stock,spartnership intarests or fimited liabifity company interests, as the case may be, of such Grantor. However, this
optigh shall not be exercised by Lender if such exercise is prohibited by federal law or by Washington law,

TAXES AND'LJENS. The following provisions refating to the taxes and liens on the Property are part of this Deed of
Tryst; 0 4 -

“Payment. -Grantar shall pay when due (and in all events prior to delinquency) all taxes, special taxes, assessments,
charges dincliding: water and sewer), fines and impositions levied against or on account of the Property, and shail
pay when“due aik.claims for work done on or for services rendered or material furnished to the Property. Grantor
shalt maintain the Property free of all fiens having priority over or equal to the interast of Lender under this Deed of
Trust, except.for the fien of taxes and assessments not due and excepl as otherwise provided in this Deed of
Trust. SR

Right to Contest.. Grantor-may withhold payment of any tax, assessmant, or claim in connection with a good faith
dispute over the dbligaticn'to pay, so long as Lender’s interest in the Property is not jeopardized. |f 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 {15} days after Grantor has naotice of the filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lehqef cash or a sufficient corporate surety bond or other security satisfactory to Lender in an
amount sufficient to-discharge™the lien plus any costs and attorneys’ fees, or other charges that could accrue as a
result of a forecldsure or’sale-under the lien. In any contest, Grantar shall defend itself and Lender and shall
satisty any adversé judgment before:enforcement against the Property. Grantor shall name Lender as an additional
obligee under any surety Bond furnished in the contest proceedings.

Evidence of Payment. :.Gfantor sh'éllfiup._o_n demand furnish to Lender satisfactory evidence of payment of the taxes
or assessments and shall authprize the appropriate governmental official to deliver to Lender at any time a written
statement of the taxes ard.assessments against the Property.

Notice of Construction. Grantei shall notify Lender at least fifteen (15) days before any work is commenced, any
services are furnished, or any.materials are supplied to the Praperty, if any mechanic's lien, materiaimen's lien, or
other lien could be asserted oh aceeoiint of the work, services, or materials. Grantor will upon request of Lender
furnish to Lender advance assurances satisfactory to Lender that Grantor can and will pay the cost of such

imprevements. Lo

PROPERTY DAMAGE INSURANCE. The following protisions relating to insuring the Property are a part of this Deed of
Trust. S A

Maintenance of Insurance. Grantor shall progure and maintain policies of fire insurance with standard extendead
coverage endorsements on a replacement basis for the full insurable value covering a¥ Improvements en the Real
Property in an amount sufficient to avoid:application of any ceinsurance clause, and with a standard mortgagae
clause in favor of Lender. Grantor shall also.pfocure and maintain comprehensive general liability insurance in such
coverage amounts as Lender may request with Trustee and“Lender being named as additional insureds in such
liability insurance policies. Additionally, Grantor shall maifwain:guch other insurance, including but not Timited to
hazard, business interruption, and boiler insurance, as |:endér ‘may reasonably require. Policies shall be written in
form, amounts, coverages and basis reasonably acceptdble td. Lender and issued by a company or companies
reasonably acceptable to Lender. Grantor, upon request of Lehder, will deliver to Lender from time to time the
policies or certificates of insurance in form satisfactory 1o Lender; including stipulations that coverages will not be
cancelled or diminished without at least ten {10} days prior‘written_ngtice to Lender. Each insurance policy also
shall include an endorsement providing that coverage infavor 6f;l_:ehder will not be impaired in any way by any act,
omission or default of Grantor ar any ather person. Should the Redl Praperty be located in an area designated by
the Director of the Federal Emergency Management Agency as a spetial flood hazard area, Grantor agrees to
obtain and maintain Federal Flood Insurance, if available, withif 45 days dfter notice is given by Lender that the
Property is located in a special flood hazard area, for the full unpaid pringipal balance of the Iean and any prior liens
on the property securing the loan, up to the maximum policy limits set‘under the National Flood Insurance Program,
or as otherwise required by Lender, and to maintain such insurance for the 46t 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 exceeds $1,000.00. 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, Lendar may, at Lender's
election, receive and retain the proceeds of any insurance and apply the proéequ to the reduction of the
Indebtedness, payment of any lien affecting the Property, or the restoratioh and repair of the Property. 'f Lender
eiects to apply the proceeds to restoration and repair, Grantor shalt repair-or replace the damaged or destroyed
Improvements in a manner satisfactory to Lender. Lender shall, upon satisfactary proof of such expenditure, pay
or reimburse Grantor from the proceeds for the reasonable cost of repair or restgration if Grgntor 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 to the repair or restoration of the Property shalf-be dsed first to pay any amount
owing to Lender under this Deed of Trust, then to pay accrued interest, and theremainder, if any; shall be applied
to the principal balance of the Indebtedness. |If Lender holds any proceeds’ a'fterk_ payment in full of the
Indebtedness, such proceeds shall be paid without interest to Grantor as Grantar's intergsts 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 the isurery (2] the risks
insured; (3) the amount of the policy; (4) the property insured, the then current replacémeént 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 determine the cash value replacement cost
of the Property. T L

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lerider's.interest in-
the Property or if Grantor fails to comply with any provision of this Deed of Trust or any Related Documients,:includifig,
but not limited to Grantor's failure to discharge or pay when due any amounts Grantor is required to discharge or pay:
under this Deed of Trust or any Related Documents, Lender on Grantor's behalf may {but shall not be obligated t6) take
any action that Lender deems appropriate, including but not limited to discharging or paying all taxes, liens:’ security
interests, encumbrances and other claims, at any time levied or placed on the Property and paying all costs for ifsuring, -~
maintaining and preserving the Property. All such expenditures incurred or paid by Lender for such purposes will thert .
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 become 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 apporticned ameng and be payable with any instaflrient
payments to become due during either (1} the term of any applicable insurance policy; or {2) the remaining term of
the Note; or (C) be treated as a balloon payment which will be due and payable at the Note's maturity. The Deed of+

(I
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DEED OF TRUST
{Continued]) Page 5

- ‘Property, whether now awned or hereafter acquired by Grantor., Unless prohibited by law or Lender agrees to the
© gontrary in writing, Grantor shall reimburse Lender for all costs and expenses incurred in connection with the
matters referred to in this paragraph.

Attarneyiin Fact, If Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do so
 Jfor and in‘the name of Grantor and at Grantor's expense. For such purposes, Grantor heraby irrevocably appoints
¢ [Lender a5 Grantor's attorney-in-fact for the purpose of making, executing, delivering, filing, recording, and doing ali
: other thmgs as may be necessary gr desirable, in Lender's sole opinion, 10 accomplish the matiers referred to in
'the préceding. paragraph

FULL PERFORMANCE If Grantor pays all the Indebtedness when due, and otherwise performs all the obligations
imposed upeii Grantor, under this Deed of Trust, Lender shall exscute and deliver to Trustee a request for full
reconveyarnice and, shall execute and deliver to Grantor suitable statements of termination of any financing statement on
file evidehcirig 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 grantes in any reconveyance may be described as the "person or persons
legally entitled thersto”, and:the recitals in the reconveyance of any matters or facts shall be conclusive proof of the
truthfulness of any. such matters or facts,

EVENTS OF DEFAULT Each of the foltowing, at Lender's option, shall constitute an Event of Default under this Deed
of Trust: & .

Paymant Defauit. Grantor farls to make any payment when due under the Indebtedness.

Other Defauits. Grantor faits™“to, comply with or to perform any other term, obligation, covenant or condition
contained in this Deed of Trust or in any of the Related Documents or to comply with or to perform any term,
obligation, covenant or condltion contamed in any other agreement between Lender and Grantor,

Compliance Default. Failure to comply with any other term, obligation, covenant or condition contained in this
Deed of Trust, the Note or in any of’ the Related Documents.

Dafauit on Other Payments “Fajlure, of Grantor within the time required by this Deed of Trust to make any payment
for taxes or insurance, or any ather gayment necessary to prevent filing of or to effect discharge of any lien,

False Statements. Any warranty, representation or statement made or furnished to Lender by Grantor or on
Grantor's behalf under this Deed of Trusi or.ine Related Documents is false or misleading in any material respect,
either now or at the time made orfurnishéd or’becomes false or misleading at any time thereafter.

Defective Collateralization. This Deed of Trust or any of the Related Documents ceases to be in full force and
affect (including failure of any colfateral document to create a valid and perfected security interest or lien} at any
time and for any reason. ; :

Qeath or Insolvency. The d1sso|u‘non of Grantors iregardless of whether election to continue is made), any
member withdraws from the limited Ilablhty company, or any other termination of Grantor's existence as a going
business or the death of any member, the insolvency ot Grantor, the appointment of a receiver for any part of
Grantor's property, any assignment for. the benefit of creditors, any type of creditor workout, or the
commencemeant of any proceeding under any bankruptcy or |nsolvency laws by or against Grantor,

Creditor or Forfeiture Proceedings. Commencement of forec;losure or forfeiture proceedings, whether by judicial
praceeding, self-help, repossession or any other method; by-any creditor of Grantor or by any governmental agency
against any praperiy securing the Indebtedness. Thls includes: a garnishment of any of Grantor's accounts,
including deposit accounts, with Lender. Howevei, this Event:of Default shall not apply if there is a good faith
dispute by Grantor as to the validity or reasonablengss pf the tlaitn which is the basis of the creditor or forfeiture
proceeding and if Grantor gives Lender written notice of tie creditor or forfeiture proceeding and deposits with
Lender manies or a surety hond for the creditor or forfeiture. proceedlng, in an amount determined by Lender, in its
sole discretion, as being an adequate reserve or bond for the dispute.

Breach of Other Agreement. Any breach by Grantor under the térms of any other agreement between Grantor and
Lender that is not remedied within any grace period provnded therein, incliding without limitation any agreement
concerning any indebtedness or other obligation of Grantor to Lender whether existing now or later,

Events Affecting Guarantor. Any of the preceding events occurs wn‘h respect to any Guarantor of any of the
Indebtedness or any Guarantor dies or becomes incompetent, or revokes . of dlsputes the validity of, or liability
under, any Guaranty of the Indebtedness. In the event of a death, Lender at its’optiont, may, but shall not be
required to, permit the Guarantor's estate to assume unconditionally the obllganons ansmg under the guaranty in a
rnanner satisfactory to Lender, and, in doing so, cure any Event of Default.

Adverse Change. A material adverse change occurs in Grantor's finanmal condmon or Lender believes the
prospect of payment ar performance of the indebtedness is impaired. E

insecurity. Lender in good faith believes itself insecure.

Right to Gure. [f 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 Deed of Trust within the preceding twalve. (12) months, it may be cured if
Grantor, after receiving written notice from Lender demanding cure of such detault: 1) cures the default within
ten {10) days; or {2} if the cure requires more than ten {10) days, immadiately initiates stéps-which Lender deems
in Lender's sole discretion to be sufficiemt to cure the default and thereafter ¢ontinues and ccrmpletes all raasonable
and necessary steps sufficient to produce compliance as soon as reasonably practical.’.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under this Deed of Trust, at any tlme thereafter,
Trustee or Lender may exercise any one or more of the following rights and remedies: v - £

Election of Remedies. Elaction by Lender to pursue any remedy shall not exclude pursuit of any other remedv. and
an election t© make expenditures or to take action to perform an obligation of Grantor under this'Desd of. Trust,
after Grantor's failure to perform, shall not affect Lender's right to deciare a default and exercisg- i’ts remedles

Accelgrate Indebtedness. Lender shall have the right at its option to declare the entire lndebtedness |mmedlatery
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 Property, the Trustee shall have the right to exarcige its
power of sale and to foreclose by notice and sale, and Lender shall have the right to foreclose va __cml
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 shall have all the rrghts and__‘
remadies of a secured party under the Uniform Commercial Code. ;

Collect Remts. Lender shall have the right, without notice to Grantor to take passession 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 Indebtedness. In furtherance of this right, Lender may require any ienant or

uumzmg}mmgmgmmmmmmmm:
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DEED OF TRUST
{Continued) Page 7

' E :Deed of Trust shall be effective uniess given in writing and signed by the party or parties sought t0 be charged or
“ pound by the alteration or amendment.

o Annual"ﬂeports. If the Property is used for purposes other than Grantor's residence, Grantor shall furnish to

Lendér;. Upon request, a certified statement of net operating income received from the Property during Grantor's
. previous: fiscal year in such form and detail as Lender shall require. "Net operating income” shall mean all cash
; ﬁrecemts from the Property less all cash expenditures made in connection with the operation of the Property.

3 :‘.Captlon Haadmgs Caption headings in this Deed of Trust are for convenience purposes anly and are not to be
“., Used‘to_interpret ar define the pravisions of this Deed of Trust.

Hﬂorgjér Thera’ shall be no merger of the interest or estate created by this 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 capacity, without the written consent
af Lander o

Chomo of Venue lf there is a lawsuit, Grantor agrees upon Lender's reguest to submit to the jurisdiction of the
courts of SKAGIF County, State of Washington,

No Waiver by Lendar Lender shall not be deemed to have waived any rights under this Deed of Trust unless such
waiver is given’in wntmg and signed by Lender. No delay or omission on the part of Lender in exercising any right
shall operate as a waiver of such right or any other right. A waiver by Lender of a provision of this Deed of Trust
shall not prejudice or gonstitute a waiver of Lender's right otherwise to demand strict compliance with that
provision or any other prévision of this Deed of Trust. Mo 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 cbligations
as to any future téansactions.~\Whenever the consent of Lender is required under this Deed of Trust, the granting
of such consent by Lender‘in any'instance shall not constitute continuing consent to subsequent instances where
such consent is requlred and in all cases such consent may be granted or withheld in the sole discretion of Lender.

Severability. 1f a court, of competant ]UTISdlCtlon finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable as to any clrcumstance, ‘that finding shall not make the offending provision illegal, invalid, or
unenforceable as to any other'circUmstance. I feasible, the offending provision shall be considered medified so
that it becomes legal, valid and enforceabls. If the offending provision cannot be so modified, it shall be
considered deleted from this”Deéd of Trust, Unless otherwise required by law, the illegality, invalidity, or
unenfarceability of any provision of this Deed o‘i Trust shalt not attect the legality, validity or enforceability of any
other provision of this Deed of Trust : :

Successors and Assigns. Subject to ~§n'y:'lir_ﬂ'itation_s stated in this Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shali be binding upen and inure to the benefit of the parties, their successors and assigns. |f
ownership of the Property becomes vested in a-persbn other than Grantor, Lendar, without notice to Grantor, may
deal with Grantor's successors with réfefence 't this Deed of Trust and the Indebtedness by way of forbearance or
extension without releasing Grantor frorn the obligations of this Deed of Trust or liability under the Indebtedness.

Tima is of the Essence. Time is of the eséeno_e in tha parformance of this Deed of Trust.

Waivar of Homestead Exemption. Grantor'hé'rgby releases and waives all rights and benefite of the homestead
exemption laws of the State of Washington as. o all Indebtedhéss secured by this Deed of Trust.

DEFINITIONS. The following capitalized words and terms shatl have the following meanings when used in this Deed of
Trust. Unless specifically stated to the contrary, all references 10 dollar amounts shall mean amounts in lawful money
of the United States of America. Words and terms used in the srngular shall include the plural, and the plural shall
include the singular, as the context may reqguire, Words and terms not otherwise defined in this Deed of Trust shall
have the meanings attributed to such terms in the Uniform: Commercral Code

Beneficiary. The word "Beneficiary” means Whidbey Isiand Bank and |ts successors and assigns.

Borrower. The word "Borrower" means ANACORTES CHOCOLATE FACTORY LLC and includes all co-signers and
co-makers signing the Mote and all their successors and asmgns.

Deed of Trust. The words "Deed of Trust™ mean this Deed of Trust "arrfong Grantor, Lender, and Trustee, and
includes without fimitation all assignment and security mterest prows fis refatmg to the Personal Property and
Rents. :

Dafault. The word "Default™ means the Default set forth in this Deed of Trust in the sectlon titled "Default".

Event of Default. The words "Evant aof Default” mean any of the events of defauit set forth in this Deed of Trust in
the events of default section of this Deed of Trust.

Grantor. The word "Grantor” means ANACORTES CHOCOLATE FACTORY LLC

Guarantor. The word "Guarantor”™ means any guarantor, surety, or acoommodatron party of any or all of the
Indebtedness. Fow

Guaranty, The word "Guaranty” means the guaranty from Guaranter to Le'ndpr, inpl 'dg_fmg vprithout limitation a
guaranty of all or part of the Note. S .

Improvements. The word "Improvements” means all existing and future |mprovements hurldlngs, structures,
mobile homes affixed on the Real Property, facilities, additions, replacements and othar constructlon an the Real
Property. o

Indabtedness, The word "Indebtedness” means all principal, interest, and other amounts costs and BXpENSES
payable under the Note or Related Documents, together with all renewals of, extensions..of,. mod!flcatlons aof,
consolidations of and substitutions for the Note or Related Documents and any amounts éxpended or advanced by
Lender to discharge Grantor's obligations or expenses incurred by Trustee or Lender:'to -enforée Grantor's
obligations under this Deed of Trust, together with interest on such amounts as provided in this Deed of- Trust'* )

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

Note. The ward "Note” means the promissary note dated July 11, 2007, in the original prmmpal amount:_
of $316,040.00 from Grantor to Lender, together with all renewals of, extensions of, modifications of,
refinancings of, consolidations of, and substitutions for the promissory note ar agreement. NOTICE 10 GRAN OR
THE NOTE CONTAINS A VARIABLE INTEREST RATE. . E

Porsonal Property. The words "Personal Property” mean all equipment, fixtures, and other articles of personal"
property now or hereafter owned by Grantor, and now or hereafter attached or affixed to the Real Property; .~
together with all accessions, parts, and additions to, all replacements of, and all substitutions for, any ot sugh
property; and together with all issues and profits thereon and proceeds (including without limitation all insurahce
proceeds and refunds of premiums) from any sale or other disposition of the Property.

[A
or

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

AR
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