RETURN ADDRESS:

~WHIDBEY ISLAND BANK skaglt Cou"
ty Augj
“/Pi0. BOX 1589 ¥y ud;tor
" OAK'HARBOR, WA  ¥24/2007 page 1 of
98277 e T 1% 8 Busam
¥
DEED OF TRUST
DATE: September 18 2007
Reference # (if apphcable} 127309-0;&8 Additional on page

Grantor(s):
1. MAURER ENTERPRISE |NC

Grantee(s)
1. Whidbey Island Bank
2. LAND TITLE COMPANY Burlmgton, Trustee

Legal Description: PTN SE 1/4 OF SW 1{4 3 34-2 EW.M.
Additional on page 9

Assessor's Tax Parcel ID#: 340203-3-@2();0:905

THIS DEED OF TRUST is dated Septemb"e__r--.._‘IB, 2007, among MAURER ENTERPRISES INC., a
Washington corporation ("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 "lLender” and somet:mes as- "Beneficiary"); and LAND TITLE
COMPANY -Burlington, whose mailing address is: 111 E GEORGE HOPPER ROAD, BURLINGTON,
WA 98233 (referred to below as Trustee ). ot
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DEED OF TRUST
(Continued) Page 3

s Trast”
i Right to-Contest. Grantor may withhold payment of any tax, assessment, or claim in connection with a gooq faith
_dispute pverthe obligation to pay, so long as Lender's interest in the Property is not jeopardized. |f a lien arises or
" s filed os & résult of nonpayment, Grantor shall within fifteen {15} days after the lien arises or. it a lien is filad,
within fifteeh {15} days after Grantor has notice of the filing, secure the discharge of the lien, or if requested by
Lender, depq'sifwith Lender eash or a sufficient corporate surety bond or other security satisfactory ta Lender in an
amount sufficiént to discharge the lien plus any costs and attorneys' fees, or other charges that could accrue as a
result. of-a foreclssure or sale under the fien, In any contest, Grantor shall defend itself and Lender and shall
satisfy any“éduérse judgment before enforcement against the Property. Grantor shall name Lender as an additional
obligee” under any surety bond furnished in the contest proceedings.

Evidence c"')'f_,P'a:'r-,ri'nent'."._= Grantor shall upon demand furnish to Lender satisfactory evidence of payment of the taxes
ar assessmients arid shall.authorize the appropriate governmental official to deliver 1o Lender at any time a written
statement of the taxes dnd:assessments against the Property.

Notice of Construgtion, Grantor shall notify Lender at least fifteen {15} days hefore any work is commenced, any
services are furnished, “or any materials 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 willi upon request of Lender
furnish to Lender advance assurances satisfactory to Lender that Grantor can and will pay the cost aof such
improvements. B

PROPERTY DAMAGE INSUR_ANICE.“ The following provisions relating to insuring the Property are a part of this Deed of
Trust. L , 7

Maintenance of Insurance,  Grantor shall procure and maintain policies of fire insurance with standard extended
coverage endorsements on a’replacement basis for the full insurable value covering all Improvements on the Real
Property in an amount sufficient to avoid application of any coinsurance clause, and with a standard mortgagee
clause in favor of Lender. Grantor shall alsd.procure and maintain comprehensive general liability insurance in such
coverage amounts as Lendér may. request .wwith Trustee and Lender being named as additional insureds in such
liability insurance policies. AdditiSnally, Grantor shall maintain such other insurance, including but not limited to
hazard, business interruption, and boiler insurance, as Lender may reasonably require. Policies shall be written in
form, amounts, coverages and Hasis ‘reasonably-acceptable to Lender and issued by a company or companies
reasonably acceptable to Lender. “Grantor, upen request of Lender, will deliver to Lender from time to time the
puiicies or certificates of insurance ih form satisfactory to Lender, including stipulations that coverages will not be
cancelled or diminished without at Iéast'ten (10) days prior written notice to Lender. Each insurance policy also
shall inglude an endorsement providing that Goyerage ir:favor of Lender will not be impaired in any way by any act,
omission or default of Grantor or any other pérson..Should the Real Property be located in an area designated by
the Director of the Federal Emergency Maragement Agency as a special flood hazard area, Grantor agrees to
obtain and maintain Federal Flood Insurance, if ayallable, 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 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 term of the loan.

Application of Proceeds. Grantor shall promptly-notify Lender:of any loss or damage to the Property if the
estimated cost of repair or replacement 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 ngt Leader's; security is impaired, Lender may, at Lender's
election, receive and retain the proceeds of any insurapce 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 to restoration and repair, Grantor shall repair or replace the damaged or destroyed
Improvements in a manner satisfactory to Lender. Lender shdll, upon.satisfactory proof of such expenditure, pay
or reimburse Grantor fram the proceeds for the reasonable toest 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 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 accrusd interest, and the remainder, if any, shall be applied
to the principal balance of the Indebtedness. If Lender holds any progeeds after payment in full of the
indebtedness, such proceeds shall be paid without interest 1o Grantor-as Grantor's interests may appear..

Grantor's Report on Insurance. Upon request of Lender, howaever not 'more than-once. a year, Grantor shall furnish
to Lender a report on each existing policy of insurance showing: (1} thesname ‘of the insurer; (2) the risks
insured; (3) the amount of the policy; (4) the praoperty insured, theithén 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 détermine the cashvalue replacement cost
of the Property. N S

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would matefially affect Lender's interest in
the Property or if Grantor fails to comply with any provisien of this Deed of Trust or any-Related _D‘c}cuments, including
but not limited to Grantor's failure to discharge or pay when due any amounts Grantor is required 1o discharge or pay
under this Deed of Trust or any Related Documents, Lender on Grantor's behalf may (but.shal'not’be obligated to) take
any action that Lender deems appropriate, including but not limited to discharging or haying.4ll taxes, “liens, security
interests, encumbrances and other claims, at any time levied or placed an the Property and-péying-all.costs for insuring,
maintaining and preserving the Property. All such expenditures incurred or paid by Lender for, such-purposes will then
bear interast at the rate charged under the Note from the date incurred or paid by Lender to’the date’ of reprayment by
Grantor. Al such expenses will become a part of the Indebtedness and, at Lender's aption,“will {A) be-payable on
demand; (B) be added 1o the balance of the Note and be apportioned amang and be payablé with-any installment
payments to become due during either (1) the term of any applicable insurance policy; or (2] “.thé 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'D_eed of
Trust also will secure payment of these amounts. Such right shall be in addition to all other rights”and-femédies-to
which Lender may be entitled upon Default. e

WARRANTY; DEFENSE OF TITLE. The following provisions relating to ownership of the Property are a part of this Deéd
of Trust: Lo

Title. Grantor warrants that: (a) Grantor hoids good and marketable title of record to the Property in fee simpley ;
free and clear of all liens and encumbrances other than those set forth in the Real Property description or:in any .
titie insurance policy, title report, or final title opinion issued in favor of, and accepted by, Lender in connettign;
with this Deed of Trust, and (b} Grantor has the full right, power, and autharity to execute and deliver this.Beediof .~
Trust to Lender. e

Defense of Title. Subject to the exception in the paragraph above, Grantor warrants and will farever clefendith!_el" )
title to the Property against the lawful claims of all persons. In the event any action or proceeding is commenced
that questions Grantor's title or the interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the

B
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DEED OF TRUST
{Continued) Page 5

" Grantor it permitted by applicable law. The grantee in any reconveyance may be described as the “person or persons
legally entitled thereto™, and the recitals in the reconveyance of any matters or facts shall be conclusive proof of the
truthfulness’of any such matters or facts.

E:VE"I\IT_S" OF [SEFAULT. Each of the following, at Lender’s option, shall constitute an Event of Default under this Deed
of Trust; Lol

Paymant Dgfayjlt. Grantor fails 0 make any payment when due under the Indebtedness.

Oihér..De"f'ault‘é.“_.-Gr_antor fails to comply with or to perform any other term, obligation, covenant or condition
containgd-in this Deed of Trust or in any of the Related Documents or to comply with or to perform any term,
obligation, coverant.or condition contained in any other agreement between Lender and Grantor.

Complianée:-:DEf_aqlt. “Failure to comply with any other term, obligation, covenant or condition contained in this
Dead of Trust, the Note orin any of the Related Documents.

Default on Other Paymbmgs. _Failure of Grantor within the time required by this Deed of Trust to make any payment
for taxes or insurance, o any.other payment necessary to prevent filing of or to effect discharge of any lien.

s, ANy wéq_ranty, representation or statement made or furnished to Lender by Grantor or on
Grantor's behalf.under this Deed.of Trust or the Related Documents is false or misleading in any material respect,
aeither now ar at the time made orfurnished or becomes false ar misleading at any time thereafter.

False Statemen_té'. .

Defective Collateralization:” This Deed of Trust or any of the Related Documents ceases to be in full force and
effect lincluding failure-of any collateral document to create a valid and perfected security interest or lien} at any
time and for any reaso-n:__-:"

Insolvency. The dissolution ar termination of Grantor's existence as a going business, the insolvency of Grantor,
the appointment of a receiver for anyipart of Grantor's property, any assignment for the benefit of creditors, any
type af creditor workout, or the comnigncement of any proceeding under any bankruptcy or insolvency iaws by or
against Grantor. EA

Creditor or Forfeiture Proceedings. Commencement of foreciosure or forfeiture 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 dhdebtedn#ss.. This includes a garnishment of any of Grantor's accounts,
including deposit accounts, with Lender:” However, this Event of Default shall not apply if thefe is a good faith
dispute by Grantor as to the validity or ressonableness of the claim which is the basis of the creditor or forfeiture
proceeding and if Grantor gives Lendér written;notice of the creditor or forfeiture proceeding and deposits with
Lender monics or a surety bond for the cré.c__iitqr or forfeiture proceeding, in an amount determined by Lender, in its
sole discretion, as being an adequate reserve or band for the dispute.

Breach of Other Agreement. Any breach l"}y"Granto_r= Under the terms of any other agreemant between Grantor and
Lender that is not remadied within any grace period provided therein, including withaut limitation any agreement
concerning any indebtedness or other obligatian’ef Grantor to Lender, whether existing now or later.

Events Affecting Guarantor. Any of the prec"egjing events occurs with respect 1o any Guaranior 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 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-Everit of Default,

Adverse Change. A material adverse change occurs, |n Granto__r'-s.ﬂ financial condition, or Lender believes the
prospect of payment or performance of the lndebtedness’izi_s'imp_gir‘éd,-f"

Insecurity. Lender in good faith believes itself insecure.

Right to Cure. If any default, other than a default in payment is ctirable and if. Grantor has not been given a notice
of a breach of the same provision of this Deed of Trust within the preceding twelve 112} months, it may be cured if
Grantor, after receiving written notice from Lender demanding cure of suchidefault: (1) cures the default within
ten (10) days; or (Z) if the cure requires more than ten (10) days, immediately initiates steps which Lender deems
in Lender's sale discretion to be sufficient to cure the default and thereafer gontinugs and completes all reasanable
and necessary steps sufficient to produce compliance as soon as reé‘so-nably_prar_:_tiq__é'l.-4

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under this Déed of_T:';ust, at any time thereafter,
Trustee or Lender may exercise any one or more of the following rights and remegﬂies: .

Election of Remedies. Election by Lender to pursue any remedy shall not ex'c_lude pursiit of any other remedy, and
an election to make expenditures or ta take action to perform an obligation of-Grantor‘under this Deed of Trust,
after Grantor’s failure to perform, shalt not affect Lender's right to declare a default and exercise its remedies.

Accelerate Indsbtedness. Lender shall have the right at its option to declare the -&ntife Indebtedness immediately
due and payahle, including any prepayment penalty which Grantor would be requi;ecl:_'to pay. .

Foreclosure. With respect to all or any part of the Real Property, the Trustee sh@l’i._h_a_\;.te'}the“: right to exercise its
power of sale and to foreclose by notice and sate, and Lender shall have theé, right.-fo foreciése by judicial
foreclosure, in either case in accordance with and to the full extent provided by applicable law: .+

UCC Ramedies. With respect to all or any part of the Personal Property. Lender shall ':.havé". al'l'. the. rights and
remedies of a secured party under the Uniform Commercial Code. LT e

Collect Rents. Lender shall have the right, without notice to Grantor to take possession of .and manage the
Property and collect the Rents, including amounts past due and unpaid, and apply the net“proteeds, ovéer and
above Lender's costs, against the Indebtedness. in furtherance of this right, Lender may require” any-“tenant or
other user of the Property to make payments of rent or use fees directly to Lender. If the Rents arestollscted:by
Lender, then Grantor irrevocably designates Lender as Grantor's attorney-in-fact to endorse instruments-recgived 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 payments are
made, whether or not any proper grounds for the demand existed. Lender may exercise its rights. under this
subparagraph either in person, by agent, or 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 Praperty, to operate the Property preceding or. pending
foreclosure ar 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'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

! W“MMMMMMM
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DEED OF TRUST
{Continued) Page 7

courts ‘of SKAGIT County, State of Washington.

“'No Waiver. by Lander. Lender shall not be deemed to have waived any rights under this Deed of Trust unless such
Awapder ig.given in writing and signed by Lender. No delay or omission on the part of Lender in exercising any right
shall eperaie 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 constitute @ waiver of Lender’s right otherwise to demand strict compliance with that
provision or,any other provision of this Deed of Trust. No prior waiver by Lender, nor any course of dealing
between Letder and Grantor, shall constitute a waiver of any ot Lender's rights ar of any of Grantor's obligations
as to-any futlre rfansactions. Whenever the consent of Lender is required under this Deed of Trust, the granting
of 'suqhdco'h'sg_nf by Lender in any instance shall not constitute continuing consent to subsequent instances where
such consent is-féquired and in all cases such consent may be granted or withheld in the sole discretion of Lender.

Severability. 1 a;codrjof sompetent jurisdiction finds any provision of this Desd of Trust 10 be illegal, invalid, or
unenforcedble &s to any.circumstance, that finding shall not make the offending provision illegal, invalid, or
unenforceable as*to any other circumstance. |f feasible, the offending provision shall be considered maoditied so
that it becomes Ie‘gél,__.'\‘ialidt and enfarceable. If the offending provision cannot be so modified, it shall be
considered deteted from this. Deed of Trust. Unless otherwise regquired by law, the illegality, invalidity, or
unenforceahility ‘of.any provision of this Deed of Trust shall not affect the legality, validity or enforceability of any
other provision af'this Deed of Trust.

Successors and Assigns. Subject to any limitations stated in this Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shall bé biriding upen and inure to the benefit of the parties, their successars and assigns. If
ownership of the Properiy bacomias 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 or liability under the Indebtedness.

Time is of the Essence. Timef'is of the{? e_ésence in the performance of this Deed of Trust.

Waiver of Homestead Exeﬁ:btipr_!. Gr'a:'ntpr ‘nereby releases and waives all rights and benefits of the homestead
exemption laws of the State of Waghington as o all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The foilowing capitalized words and terms shall have the following meanings when used in this Deed of
Trust. Uniess specifically stated 10 1he ceftrary, all.references 1o dohar amounts shall mean amounts in lawful money
of the United States of America. Words and-téfms used in the singular shall include the plural, and the piural shall
include the singular, as the context may-réquire:” Words and terms not otherwise defined in this Deed of Trust shall
have the meanings attributed to such terms-in the Uniform Commercial Code:

Beneficiary. The word “Beneficiary™ meaﬁ‘s:_ W_h‘idbey Istand Bank, and its successors and assigns.

Borrower. The word "Borrower” means,MAUREH;E_N?ERFRISE INC. and includes all co-signers and co-makers
signing the Note and all their successors and assigns.

Deed of Trust. The words "Deed af Trust® "m:e'én this Deed of Trust among Grantor, Lender, and Trustee, and
includes without limitation all assignment arid security interest provisions relating to the Personal Property and
Rents.

Defauit. The word "Default” means the Default sat forth in this Daed of Trust in the section titled "Default”.

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

Grantor. The word "Grantor” means MAURER ENTEHPBISI? INC..

Guaranter. The word “Guarantos® means any guarantor, surety,. 'br__gagcommodat'lon party of any or all of the
Indebtedness. : . T

Guaranty. The word "Guaranty” means the guaranty from Guarantor to Lender, including without limitation a
guaranty of all or part of the Note. Cod B

Improvements. The word "Improvements™ means all existing:and future improvements, buildings, structures,
mobile homes affixed on the Real Property, facilities, additions, 'rgplaceménts and other construction on the Real
Praoperty.

Indebtedness. The word "Indebtedness” means all principal, interest, apd otheramounts, costs and expenses
payahle under the Note or Related Documents, together with all renewals of, extensions of, madifications of,
consolidations of and substitutions for the Note or Related Documents and any amounts expended or advanced by
Lender to discharge Grantor's obligations or expenses incurred by Trustee or Lénder to enforce Grantor's
obfigations under this Deed of Trust, together with interest on such amounts ds provided:in this Deed of Trust.

Lender. The word "Lender” means Whidbey Island Bank, its successors and as‘"s';ig'h_s:;'

Note. The word "Note” means the promissory note dated September 18, 2067, in the_otiginal principal
amount of $170,997.00 from Granter to Lender, together with all renewals of, extepsions of, modifications
of, refinancings of. consolidations of, and substitutions for the promissory note or-agréement. NOTICE TO
GRANTOR: THE NOTE CONTAINS A VARIABLE INTEREST RATE. T R

Persona! Property. The wards "Personal Property” mean all equipment, fixtures, and otheér drticles of personal
property now or hereafter owned by Grantor, and now or hereafter attached or affixed to the Real Praperty:
together with all accessions, parts, and additions to, all replacements of, and all substititions for, any of such
property; and together with all issues and profits thereon and proceeds {including without'lim-i'ta" nall insurance
praceeds and refunds of premiums) from any sale or other disposition of the Property. .

Property. The word "Property” means collectively the Real Praoperty and the Personal Propert“v._

Real Property. The words "Real Property” mean the real property, interests and rights, as furtﬁe"r“des'ér_ibe;‘d in. this
Deed af Trust. T

Related Documents. The words "Related Documents™ mean all promissory notes, credit agreements_} loan.
agreements, guaranties, security agreements, mortgages, deeds of trust, security deeds. coftateral mortgages, and

all other instruments, agreements and documents, whether now or hereafter existing, executed in conpection with :
the Indebtedness: provided, that the environmental indemnity agreements are not "Related Documents® and_dre
not secured by this Deed of Trust, A

Rents. The word "Rents” means all present and future rents, revenues, income, issues, royatties, profits, ah_d:."
other benefits derived from the Property. S

Trustea. The word "Trustee” means LAND TITLE COMPANY-Burlington, whose mailing address is 111 E GEO:R_G-E:.
HOPPER ROAD, BURLINGTON, WA 98233 and any substitute or successor trustees. ’

AR
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- "s"c'l_npdule “A-1” 127309-0AS
. __BIESCRIPTION:

_--PARCEL A

.The North ‘/z, EXCEPT the North 55 feet, of the following described tract:

The cht 165 feet of the North % of the Southeast Y of the Southwest V4 of Section 3, Township 34 Nort,
Range 2 East W M.,

EXCEPT the North 40 feet thereof

AND EXCEPT that portlon conveyed to Skagit County for road purposes by deed recorded March 12, 1934,
under Auditor's File No. 260772 records of Skagit County, Washington,

AND EXCEPT that pomon convcyed to Skagit County for road by deed recorded March 31, 1998, under
Auditor's File No. 9803310] I] C

Situate in the County of Skagxt State of Washmgton
PARCEL "B': '

That certain tract of land in the Southeasl._."/ﬁ__of the S=;;i1thwcst Y of Section 3, Township 34 North, Range !
East, W.M., being more particularly desc'ribed aé follows:

Beginning at the Northeast corner of that ccrtam tract of land as conveyed to Ronald Closson by Statutory
Warranty Deed recorded under Auditor's File No: 8106290044, records of Skagit County, Washington;
thence South 1°06'09" West along the East line of sald Closson Tract 55.02 feet to the true point of
beginning,

thence continue South 1°06'09" West along said East lme 228 33 feet to the Southeast corner of said Closson
Tract; .

thence North 89°5537" East, 39.75 feet;

thence North 1°06'09" East parallel with the East line of said C!osson Tract 228 43 feet;

thence South 89°46'49" West 39.75 feet to the true point of begmnmg :

Sitate in the County of Skagit, State of Washington.

L IW!MIW!II/
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