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" LAND TILE.OF SKAGIT COUNTY

DEED OF TRUST

DATE: January 11, 260.87

Reference # (if apphcable) §27’7 -0 Additional on page
Grantor(s):
1. MCCARTHY INVESTMENTS LLC

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

Legal Description: LOT 2, BLK 22 SYNDICATE ADD. TO LACONNER
- Additional on page 2

Assessor's Tax Parcel ID#: 41 28—02-2?00%.—0D01

THIS DEED OF TRUST is dated January 11 2008, among MCCARTHY INVESTMENTS, LLC, a
Washington limited liability company (’ *Grantor"); Wh;dbey Island Bank, whose mailing address
is CL SKAGIT - 2, 321 SE PIONEER WAY, P.0. BOX'.1583, OAK HARBOR, WA 8277
{refarred to below sometimes as "Lender” and sometimes: as "Beneficiary"); and LAND TITLE
COMPANY -Burlington, whose mailing address is, 111 E GEORGE HOPPER ROAD, BURLINGTON,
WA 98233 (referred to below as "Trustee”)., = - . -
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DEED OF TRUST
{Continued) Page 3

land contract, contract for deed, leasenold interest with a term greater than three (3) years, lease-option contract, or by
sale, assignment, or transfer of any beneficial interest in of to any land trust holding title to the Real Property, or by any
other mathod &f conveyance of an interest in the Real Property. If any Grantor is a carporation, partnership or limited
flinbility ‘company,“transfer also includes any change in ownership of more than twenty-five percent {25%} of the voting
stock; partnership interests or limited liability company interests, as the case may be, of such Grantor. However, this
optian shall not be exercised by Lendar if such exercise is prohibited by federal law ar by Washington law.

TAXES:‘.AND LIENé. The following provisions relating to the taxes and liens on the Property are part of this Deed of
Trust:. M

Paynient. Grantar:-shall pay when due (and in all events prior to delinquency) all taxes, special taxes, assessments,
charges (iricluding water and sewer), fines and impaositions levied against or on account of the Property, and shall
pay when dtie-ak _claims for wark done on or for services rendered or material furnished to the Property, Grantor
shall maintain the Property free of all liens having priority over or equal to the interest of Lender under this Deed of
Trust, except for 'tha_. .Iien'.pf taxes and assessments not due and except as otherwise provided in this Deed of
Trust. A

Right to Contest: Grah{or may withhold payment of any tax, assessment, or ¢laim in connection with a good faith
dispute over the obligatian ta-pay, so long as Lender's interest in the Property is not jeopardized. If a lien arises or
is filad as a result of nonpayment, Grantor shall within fiftesn {15} days after the lien arises or, if a lien is filed,
within fifteen (15} days after Grantor has notice of the filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lendér cdsh or a sufficient corporate surety bond or other security satisfactory to Lender in an
amount sufficient to discharge thé Tien plus any costs and attorneys' fees, or other charges that could accrue as a
result of a foreclosure of sale wunder ‘the lien. In any contest, Grantor shall defend itself and Lender and shall
satisty any adverse 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. Gré_nfor shall dpén“djemand 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
staternant of the taxes and assgssmants against the Property.

Notice of Construction. Grantor shall fotify Lender at least fifteen (15) days before 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 accoynt-6f the:swerk, services, or materials. Grantor will upon reguest of Lender
furnish to Lender advance assuranb'eg satistactory to Lender that Grantor can and will pay the cost of such
improvements. A

PROPERTY DAMAGE INSURANCE. The foIIoWing_ 'ﬁrovisia};é relating to insuring the Property are a part of this Deed of
Trust. R P

Maintenance of Insurance. Grantor shall ‘progUre-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 also procure 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 maintain such other insurance, including but not limited to
hazard, business interruption, and boiler insurance, as Lender miay reasanably require. Policies shall be written in
form, amounts, coverages and basis reasonably acceptable”’to Lender and issued by a company of companies
reasonably 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 be
cancelled or diminished without at least ten (10Q) days prior. written notice to Lender. Each insurance policy also
shall include an endorsement providing that coverage in favor of Lénder will not be impaired in any way by any act,
omission or default of Grantor or any other person. The Real Propeity.is'or will be located in an area designated by
the Director of the Federal Emergency Management Agency as a Special:flood hazard area. Grantor agrees to
obtain and maintain Federal Flood Insurance, if available, for thé 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:sinsurance for the term of the loan.

Application of Proceeds. Grantor shall prompily 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, Lender may, at Lender's
election, receive and retain the proceeds of any insurance and apply the procgeds to the reduction of the
Indebtedness, payment of any lien affecting the Property, or the restoration and repgir of the Property. If Lender
elects to apply the proceeds to restoration and repair, Grantor shall repair ‘or-replace, the: damaged or destroyed
Improvements in a manner satisfactory to Lender. Lender shall, upon satisfactery proof-0f 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 to the repair or restoration of the Property shall be usedk_.f-ir's_t.tb pay any amount
owing to Lender under this Deed of Trust, then to pay accrued interest, and the termainder, if any;. shall be applied
to the principal balance of the Indebtedness. |If Lender holds any proceeds, aftér .paymentsin full of the
Indebtedness, such proceeds shall be paid without interest to Grantor as Grantor's interests may.appear.

Compliance with Existing Indebtedness. During the period in which any Existing Indebtedness  dgscribed below is
in effect, compliance with the insurance provisions contained in the instrument * evidencing -such Existing
Indebtedness shall constitute compliance with the insurance provisions under this Deed of Trist,.to the extent
compliance with the terms of this Deed of Trust would constitute a duplication of insurarice reguiement. . tf any
proceeds from the insurance become payable on loss, the provisions in this Deed of Trust for division of proceeds

shall apply only 1o that portion of the proceeds not payable to the holder of the Existing Indebts_e__dn_gs's. Ea

Grantor's Report on Insurance. Upon request of Lender, howsver 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 insuref; .(2) . the risks
insured; {3) the amount of the policy: {4) the property insured, the then current replacement value'.of such.._
property, and the manner of determining that value; and (b} the expiration date of the policy. Grantor. shal, upon
request of Lender, have an independent appraiser satisfactory to Lender determine the cash value replacement.cost
of the Property. e :

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materially atfect Lender's intefest’in .
the Property or if Grantor fails to comply with any provision of this Deed of Trust or any Related Documents, including. = .
but not limited to Grantor's failure to comply with any abligation ta maintain Existing Indebtedness in good standing as -~
required below, or 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 10} take any action’that
Lender deems approptiate, including but not limited to discharging or paying all taxes, liens, security interests,

WAy
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DEED OF TRUST
{Continued) Page 5

__ah{_.F-é}snnai Property not affixed to the Property in a manner and at a place reasonably convenient to Grantor and
¢ i Lender and make it available to Lender within three (3) days after receipt of written demand from Lender to the
~Bxtent permitted by applicable law.

) A'dq_res's‘éé':-__ The mailing addresses of Grantor (debtor) and Lender (secured partyl from which information
goncerning the security interest granted by this Deed of Trust may be obtained {each as required by the Unitorm
?i_:c';mmercia_l-'C;;de) are as stated on the first page of this Deed of Trust.

FURfI-_IER_ A_SSUHAI}JGES; ATTORNEY-IN-FACT. The following provisions relating to further assurances and
attorne:y_;_in'-'f_a__ct are 4 part of this Deed of Trust:

Further Assurances, ‘At any time, and from tima to time, upon request of Lender, Grantor will make, execute and
deliver, of will cause.1o.be made, executed or delivared, to Lender or to Lender’s designee, and when requested by
Lender,>cause to°be filed, racorded, refiled, or rerecorded, as the case may be, at such times and in such officas
and places as Lender may deem appropriate, any and all such mortgages, deeds of trust, security deeds, security
agreements, financing statements, continuation statements, instruments of further assurance, certificates, and
other documents as may, in‘the sole opinion of Lender, be necessary or desirable in order to effectuate, complete,
perfect, continue, or.presefye. (1}  Borrower's and Grantor's obligations under the Note, thizs Deed of Trust, and
the Related Documents,-and:=" (2) the liens and security interests created by this Deed of Trust as first and prior
liens on the Préperty, whethat fiow owned or hereafter acquired by Grantor. Unless prohibited by law or Lender
agrees to the contrary in writing, Grantor shall reimburse Lender for all costs and expenses incurred in connection
with the matters referred-to Ja this paragraph.

Attorney-in-Fact. If Gfantor fails to da any of the things referred to in the preceding paragraph, Lender may do so
for and in the name of ‘Gragtor-dnd at Grantor's expense. For such purposes, Grantor hereby irrevocably appaints
Lender as Grantor's attorney;i'n-fact for the purpese of making, exaecuting, delivering, filing, recording, and doing all
other things as may be nacessary oc dasirable, in Lender's sole opinion, to accamplish the matters referred to in
the preceding paragraph. TS

FULL PERFORMANCE. If Borrawer and Grantorfay all the Indebtedness when due, and Grantor otherwise perfarms all
the obligations imposed upon Grantay Under this Deed of Trust, Lender shall execute and deliver to Trustee a request for
full reconveyance and shall execute and dsfiver to Grantor suitable statements of termination of any financing statement
on file evidencing Lender's security inferest in the-Rérits and the Personal Property. Any reconveyance fee shail be paid
by Grantor, if permitted by applicable” law.:" Th_:e grartee in any reconveyance may be described as the "person or
persons legally entitled thereto”, and the regitals in the recanveyance of any matters or facts shall be conclusive proof
of the truthfuiness of any such matters or facts /

EVENTS OF DEFAULT. Each of the following, at Lender:s option, shall constitute an Event of Default under this Deed
of Trust: S R

Payment Default. Borrower fails to make "ah'.( pé.yrﬁ'ént when due under the Indebtedness.

Other Defaults. Borrower or Grantor fails to ¢omply with or to perform any other term, obligation, covenant or
condition contained in this Deed of Trust ar inany of the Related Documents or to comply with or to perform any
term, obligation, covenant or condition contained in any other agreement between Lender and Borrower or Grantor.

Compliance Default. Failure to comply with any other term;-“b_b'iigation, covenant or condition contained in this
Deed of Trust, the Note or in any of the Related Documents” "%

Default on Othar Payments. Failure of Grantor within the _tin‘ié reqﬁiréjd by this Deed of Trust to make any payment
for taxes or insurance, or any other payment necessary __td_prevent:__filing of or to effect discharge of any lien.

False Statements. Any warranty, representation or stateément.made or furnished 1o Lender by Borrower or Grantor
or on Borrower's or Grantor's behalf under this Deed of Trust or the Refited Documents is false or misleading in
any material respect, sither now or at the time made or furnished of becomes false or misleading at any time
thereafter. L

Defective Collateralization. This Deed of Trust or any of the Related Doguments ceases ta be in full force and
effect (including failure of any collateral document to create a valid and'p'érfécted security interest or lien}) at any
time and for any reason. R ey e

Death or Insolvency. The dissolution or termination of Borrower's of Grantor's. existence as a going business, the
insolvency of Borrower or Grantor, the appointment of a receiver for any part of Borrower's or Grantor's property,
any assignment for the benefit of craditors, any type of creditor workout, of the commencement of any proceeding
under any bankruptcy or insolvency laws by or against Borrower or Grantor. i

Croditor or Forfeiture Proceedings. Commencement of foreclosure or forfeiturg proceedings, whether by judicial
proceeding, self-help, repossession or any other method, by any creditor..of* Borrowér or Grantor or by any
governmental agency against any property securing the Indebtedness. This inglude$ a garnishment of any of
Borrower's or Grantor's accounts, including deposit accounts, with Lender. However, this ._E\?ent of Defauit shall
not apply if there is a good faith dispute by Borrower or Grantor as to the validity_or reasghableness of the claim
which is the basis of the creditor or forfeiture proceeding and it Borrower or Grantor.gives Lenderwritten notice of
the creditor or forfeiture proceeding and deposits with Lender monies or a surety bond for the cieditor or forfeiture
proceeding, in an amount determined by Lender, in its sole discretion, as being an adéquate reserve-or band or the
dispute. S

Breach of Other Agreement. Any breach by Borrower or Grantor under the terms of any.other agreement between
Borrower or Grantar and Lender that is not remedied within any grace period provided thg‘rejn,"inc.l.udirjg without
fimitation any agreement concerning any indebtedness or other obligation of Barrower: or..Gfantor’to Lender,
whethar existing now ot later. R

Events Affecting Guarantor. Any of the preceding events occurs with respect to any Gua'fa_n‘tbr _of" anv'qf",;_he
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 Guaranter's estate to assume unconditionally the obligations arising under the guaranty in a=
manner satisfactory o Lender, and, in deing so, cure any Event of Detauit. i AT

Adverse Change. A material adverse change occurs in Borrower's or Grantor's financial condition, ‘or Lender ¢
believes the prospect of payment or performance of the Indebtedness is impaired. s :

[nsecurity. Lender in good faith believes itself insecure.

Existing Indebtedness. The payment of any installment of principal or any interest on the Existing Indebtedness:is -
not made within the tire required by the promissory note evidencing such indebtedness, or a default occurs under
the instrument securing such indebtedness and is not cured during any applicable grace period in such instrument,
or any suit or othar action is commenced to forectose any existing lien on the Propertty.

WURRRAY

171100
Skagit County Auditor
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DEED OF TRUST
{Continuead) Page 7

i i offige’ of the recorder of SKAGIT County, State of Washington. The instrument shall centain, in eddition to all

¢ :othiér matters required by state law, the names of the original Lender, Trustee, and Grantor, the book and page or

_the Auditor's File Number where this Deed of Trust is recorded, and the name and address of the successor

“ trysteg;“and"the instrument shall be executed and acknowledged by Lender or its successors in interest. The

sucsessor frustee, without conveyance of the Property, shall succeed to all the title, power, and duties conferred

upon the Trustee in this Deed of Trust and by applicable law. This procedure tor substitution of Trustee shall
govern to the gxclusion of all ather provisions for substitution.

NOTICES-... Subject ta"'épplicable law, and except for notice required or allowed by law to be given in another manner,
any notice required to, be given under this Deed of Trust, including without limitation any notice of default and any
notice of sale shall ‘be-.given in writing, and shall be effective when actually delivered, whan actually received by
telefacsimile iunless pthenwise required by law), when deposited with a nationally recognized overnight courier, or, if
mailed, when deposited in‘the United States mail, as first class, certified or registered mail postage prepaid, directed to
the addresses shown riear the beginning of this Deed of Trust. All copies of notices of foreclosure from the holder of
any Yien which has priority over this Deed of Trust shall be sent 1o Lender's address, as shown near the beginning of
this Deed of Trust. ARy party_may change its address for notices under this Deed of Trust by giving formal written
notice to the other parties; specifying that the purpose of the notice is to change the party's address. For notice
purposes, Grantor agreés 10 keep.Lender informed at all times of Grantor's current address. Subject 1o applicable law,
and except for noticé required: or alidwed by law to be given in another manner, if there is more than one Grantor, any
notice given by Lender to any Grantor is deemed to be notice given to all Grantars.

MISCELLANEOUS PROVISI?NS. :'I""'he _fgllc_)wing miscellaneous provisions are a part of this Deed of Trust:

Amendments. This Deed of Trust. together with any Related Documents, constitutes the entire understanding and
agresment ot the parties as to'the matters set torth in this Deed of Trust. No alteration ot or amendment to this
Deed of Trust shall be efféctive unless given in writing and signed by the party or parties sought to be charged or
bound by the alteration or:amendment, :

Annual Reports. If the Property is used for purposes other than Grantor's residence, Grantor shall furnish to
Lender, upon reguest, a certifigd,Stagem_en't" of net operating income received from the Property during Grantor's
previous fiseal year in such form and detail as Lender shall require. "Net operating income” shall mean all cash
receipts from the Property less ail‘Gash expenditures made in connection with the operation of the Property.

Caption Headings. Caption head'ing__s_&:jnﬂ--thi"g D_eed of Trust are for convenience purposes only and are not to be
used to interpret or define the provisions of this Deed of Trust.

Merger. There 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 benetit of Lender in any capacity, without the written consent
of Lender. S F

Choice of Venue. If there is a lawsuit, Grénmfﬁagt‘ees upon Lender's request ta submit to the jurisdiction of the
courts of SKAGIT County, State of Washington,~

Joint and Several Liability. All obligations of, Borrower and Grantor under this Deed of Trust shall be joint and
several, and all references to Grantor shall mean each and every Grantor, and all references to Borrower shall mean
each and every Borrower. This means that each Grantor sigriifig below is responsible for all obligations in this
Deed of Trust. Where any one or more of the parties is a’corporation, partnership, limited liability company ar
similar entity, it is not necessary for Lender to inquire intd the powers of any of the officers, directors, partners,
members, or other agents acting ar purporting to act on’the’entity's behalf, and any obligations made or created in
reliance upon the professed exercise of such powers shalkbe guaranteed under this Deed of Trust.

No Waiver by Lender. Lender shall not be deemed to have ‘waived -any rights under this Deed of Trust unless such
waiver is given in writing and signed by Lender. No delay ar amission onthe part of Lender in exercising any right
shall operate as a waiver of such right or any other right. A waivér by Lender of a provision of this Deed of Trust
shall not prejudice or constitute a waiver of Lender's right ofherwise to demand strict compliance with that
provision or any other provision of this Deed of Trust. No pfiof 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 transactions, Whenever the consent of Lender'is tequiréd ginder this Deed of Trust, the granting
of such consent by Lender in any instance shall not constitute cdintinling consent: 10 subsequent instances whare
such consent is required and in alf cases such cansent may be granted of withheld.in'the sole discretion of Lender.

Severability. If a court of competent jurisdiction finds any provision of this:Deed of Trust to be illegal, invalid, or
unenforceable as 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 modified so
that it becomes legal, valid and enforceable. I the offending provision-cannot be’ se¢ modified, it shall be
considered deleted from this Deed of Trust. Unless otherwise requiréd. by-law; the illegality, invalidity, or
unenforceability of any provision of this Deed of Trust shall not affect the legality, validity or enforceability of any
other provision of this Deed of Trust. s

Successors and Assigns. Subject to any limitations stated in this Deed of Trust.on trangfer af Grantor's interest,
this Deed of Trust shall be binding upon and inure to the benefit of the parties, their sUccessars and assigns. [f
ownership of the Property becomes vested in a person other than Grantor, Lender, without notice toé 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 from the obligations of this Deed of Trust or liability ‘L.‘m'd_gr‘:fthe:-'lndebgedness.

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

Waiver of Homestead Exemption. Grantor hereby releases and waives all rights and beriefits.of. the-horpestead
exemption laws of the State of Washington as to all indebtedness secured by this Deed of Trust,.~ .~

DEFINITIONS. The following capitalized words and terms shall have the following meanings whenused in. thisDeed of
Trust. Unless specifically stated to the contrary, all references to dollar amounts shall mean amounts jn lawful mqﬁey
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 require. Words and terms not otherwise defined in this Deed of Trust shall .
have the meanings attributed to such terms in the Uniform Commercial Code: - A

Beneficiary. The word "Beneficiary” means Whidbey Island Bank, and its successors and assigns.

Borrower. The word "Borrower” means HERON INN, INC. and includes ail co-signers and co-makers signing the’
Note and all their successors and assigns. §

Deod of Trust. The words "Deed of Trust” mean this Deed of Trust among Grantor, Lender, and Trustee,_-:a_rid'___---

includes without limitation all assignment and security interest provisions relating to the Personal Property and
Rents. 5

Default. The word “Default” means the Default set forth in this Deed of Trust in the section titled "Default”.
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DEED OF TRUST
(Continued) Page 9

LIMITED LIABILITY COMPANY ACKNOWLEDGMENT

srare or \WAS1/2

Q ) 88
A )
)

couﬁﬁ OF S

On this H '}h b S day of _ ML' ¢ , 20 O & , before me, the undersigned
Notary Public, personally appeared GEORGE MCCARTHY. Mbmber of MCCARTHY INVESTMENTS, LLC and MARTHA
MCCARTHY . Mermber of MCCARTHY INVESTMENTS, LLC, and personally known 1o me or proved to me on the basis
of satisfactory evidence ig'be members or designated agents of the limited liability company that executed the Deed of
Trust and acknowledged th_e"De,-_éd of Trust to be the free and voluntary act and deed of the limited liability company, by
authority of statute, it§ articles of organization or its operating agreement, tor the uses and purposes therein mentioned,
and on oath stated: that they. are:.dutharized to execu{g\mﬁlmpp”?f Trust and in fact executed the Deed of Trust on

bqha}fiﬁ)ithe Iimitedé)abilitC“cqmp__ ' \\\\ L E
/ ; i L ' 2
s Il Bl

g

e :“? "2 Residing at BW’ ! Wiﬂj -/lm

-

T F L e /v/
Notary Public in and for the Sthtesﬁf_.!gUfﬂ b ‘ 4 5 g_My commission expires 14 ‘1o

s

R FULL RECONVEYANCE

», Trustee

REQUEST FO
To: e .
The undersigned is the legal awner and.,hold'ér of all indebtedness secured by this Deed of Trust. You are hereby
requested, upon payment of all sums owing to you.'ta reconvey without warranty, to the persons entitled thereto, the
right, title and interest now heid by you under the Deed of Tryst.

Date: o Beneficiary:
L By:
Its:

LASER PRO Landing, Ver. 5.38.10.007 Copr. Harlend Financial thth"s, Inc. 1997, 2008. AN Rights Raserved. - WA MICFULPLIGOY.FC TR-34070 PR-3B
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