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MORTGAGE

DATE: July 11, 2008
Reference # (if apphcable) ~ Additional on page

Grantor(s}:
1. MLC PROPERTIES L. P

Grantee(s)
1. PEQPLES BANK

Legal Description: PTN W ".{2 OF NW 114 24 33-3 E W.M. AKA TR. 3, SP PL-07-0462
CE S Additional on page 2

Assessor's Tax Parcel ID#: 330324-_2-006@300 {P127350)

THIS MORTGAGE dated July 11, 2008, is made and executed between MLC PROPERTIES,
L.P., A WASHINGTON LIMITED PARTN-I;BSHIP, whose address is 19208 MORRISON RD,
MOUNT VERNON, WA 98274-7700 (referred to below as “"Grantor”) and PEOPLES BANK,
whose malllng address is 1801 RIVERSIDE DRIVE MOUNT VERNON, WA 98273 (referred to
below as "Lender"}. : :
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MORTGAGE
- l:a_':_ar_;--'No: 5032214-202 (Continued} Page 3

TAXES AND LIENS. The following provisions relating ta the taxes and liens on the Property are part af this Mortgage:

r.Paymant Grantor shall pay when due (and in all events prior to delinguency} all taxes, payroll taxes, special taxes,
" assessments, water charges and sewer service charges levied against or on account of the Property, and shall pay
when duealkclaims for work done on or far services rendered or material furnished to the Property. Grantor shall
‘maintain the Property free of any liens having priority over or equal to the interest of Lender under this Mortgage,
~axcept for these liens specifically agreed to in writing by Lender, and except for the lien of taxes and assessments
:not due as further specified in the Right to Contest paragraph.

nght to Contast ‘Grantor may withhold payment of any tax, assessment, or claim in connection with a good faith
displuté over the obllgatron 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:nenpayment, Grantor shall within fifteen {15) days after the lien arises or, if a lien is filed,
within fiftgen’ (15) days after Grantor has notice of the filing, secure the discharge of the lien, or if requested by
Lender, deposit.with Lefider cash or a sufficient carporate surety bond or other security satisfactory to Lender in an
amount sufficient tg-digcharge the lien plus any costs and atterneys’ fees, or other charges that could accrue as a
result of a foreclosure or sale under 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 furmshed in the cantest proceedings.

Evidence of Paymant Grantm shall upon demand furnish to Lender satisfactory evidence of payment of the taxes
or assessments and shall- authornze the appropriate governmentai official to deliver to Lender at any time a written
statement of the taxes.and: assassments against the Property.

Notice of Construction,- Grantor shaH notify Lender at least fifteen {15} days befare any work is commenced, any
services are furnished, orany’ materials ara supplied to the Property, if any mechanic's lien, materialmen's lien, or
other lien could be asserted on account of the work, services, or materials. Grantor will upon request of Lender
furnish to Lender advance assurances satrsfactory to Lender that Grantor can and will pay the cost of such
improvements. . 3

PROPERTY DAMAGE INSURANCE Th_e".f_gl-lt;wing provisions relating to insuring the Property are a part of this
Mortgage:

Maintenance of Insurance. Grantor shall procure and maintain policies of fire insurance with standard extended
coverage endorsements on a replagemiént basis for the full insurable value covering all Improvements on the Real
Property in an amount sufficient te avoid appllcatlon of any coinsurance clause, and with a standard mortgagee
clause in favor of Lender. Grantor shall:alsg’ procure 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- reqmre Policies shall be written by such insurance companies and
in such form as may be reasonably acceptable to Lender, Grantor shall deliver to Lender certificates of coverage
from each insurer contammg a stipulation that:coverage will not be cancelled or diminished without a minimum of
thirty (30) days' prior written notice to Lender and not containing any disclaimer af the insurer’s Ilahlllty for failure
to give such notice. Each insurance policy also'shall include an endorsement providing that coverage in favor of
Lender will not be impaired in any way by any act; omission ar'default of Grantor or any ather person. Should the
Real Property be located in an area designated by the Dlrector of the Federal Emergency Management Agency as a
special flood hazard area, Grantor agrees to gbtain and .maijnitain Federal Flood Insurance, if available, within 45
days after notice is given by -Lender that the Property.is logated in @ special flood hazard area, for the full unpaid
principal balance of the loan and any prior liens on thi pmperty securing the lean, up to the maximum policy limits
set under the National Flood Insurance Program, or, as otherW|se required by Lender, and to maintain such
insurance for the term of the loan. g

Application of Proceads. Grantor shall promptly notify Lender of any Ioss or damage to the Property. Lender may
make proof of loss if Grantor fails to do so within fifteen {15Y 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 proceeds to the reduction of the Indebtedness, payment of any lien affectmg the Property, or the restoration
and repair of the Property. |If Lender elects to apply the proceéds. to restoration 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 Grantof-feomi the progeeds for the reasonable cost of
repair or restoration if Grantor is not in default under this Mortgage. Any/proteeds, which have not been disbursed
within 180 days after their receipt and which Lender has not committed ‘to/the repair or restoratian 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 Indebtédness. It Lehder holds any proceeds after
payment in full of the Indebtedness, such proceeds shall be paid without® mterest to Grantnr as Grantor's interests
may appear. - A

Grantor's Report on Insurance. Upon request of Lender, however not more than: once a year, Grantor shall furnish
to Lender a report an each existing policy of insurance showing: {1} the name of the.insurer; (2} the risks
insured; (3) the amount of the policy; (4} the property insured, the then current réplacemegnt value of such
property, and the manner of determining that value; and {5} the expiration date af the' poli"i:y ~Graptor shall, upon
request of Lender, have an independent appraiser satisfactory to Lender determine ‘the cash value réplacement cost
of the Property. R

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would matenaHy affect Lender % interest in
the Property or if Grantor fails to comply with any provision of this Mortgage or any Related Dotumeénts, including but
not limited to Grantor's failure to discharge or pay when due any amounts Grantor is required to dischédrge ot pay under
this Mortgage or any Related Documents, Lander an Grantor's hehalf may {(but shall not be obllga’ted 0} take afy: action
that Lender deems appropriate, including but not limited to discharging or paying all taxes, liens, secuntv interests,
encumbrances and other claims, at any time levied or placed on the Property and paying all.€osts 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 daté of repayment-by
Grantor. All such expenses will become a part of the Indebtedness and, at Lender's option, will (A} be payable o'
demand; (B} be added to the balance of the Note and be apportioned among and be payable with any installmént :;:ﬁ
payments to become due during sither {1} the term of any applicable insurance policy; or (2) the remaining tefm of
the Note; or (C) be treated as a balloon payment which will be due and payable at the Note's maturity. ThHe Mortgage

also will secure payment of these amounts. Such right shall be in addition to all other rights and remedies t_o-“wh_'ich

Lender may be entitled upon Default.

WARRANTY; DEFENSE OF TITLE. The following provisions relating to ownership of the Property are a part of thls_--"‘ .
Mortgage:

Title. Grantor warrants that: {a} Grantor holds good and marketable title of record to the Praperty in fee simple,

free and clear of all liens and encumbrances other than those set forth in the Real Property description or in any

MRIAAR
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MORTGAGE
: u _l-.-“oart'-'No: 5032214-202 {Continued) Page 5

the precedlng paragraph.

1FULL PERFDRMANCE It Grantor pays all the Indebtedness when due, and otherwise performs all the obligations
:.rmposed upen Grantor under this Mortgage, Lender shall execute and deliver to Grantor a sultable satisfaction of this
Mortgage and suitable 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 determined by Eender from time to time.

EVENTS OF DEFAULT Each of the following, at Lender's aption, shall constitute an Event of Defauit under this
Mortgage

Pavment Default Grantor fails to make any paymant when due under the Indebtedness.

Default on: Othsr Pavments Failure of Grantor within the time required by this Martgage to make any payment for
taxes or insurance, or any other payment nacessary to prevent filing of or to effect discharge of any lien.

Environmental Dafaul‘t Fa:lure of any party 1o comply with or perform when due any term, obligation, cevenant or
condition contamed in any: enmronmenta'u agreement executed in connection with the Property.

Other Defaults_. . Gra-_r_\tor fails .to comply with or to perform any other term, obligation, covenant or condition
contained fn this Moftgage or.in any of the Related Documents or to comply with ot to perform any term,
obligation, covenant ar condition contained in any other agreement hetween Lender and Grantor.

False Statements. Any warrantv, representation or statement made or furnished to Lender by Grantor or an
Grantor's behalf under this. Mortgage or the Related Documents is false ar misleading in any material respect,
either now or at the timea made or furnished or becomes false or misleading at any time thereafter.

Defactive Collatarallzatron This Mortgage or any of the Related Documents ceases to be in full force and effect
fincluding failure of any coHatera'. dor;ument {0 create a valid and periected security interest or Tien} at any itme and
for any reason. e .

Death or Insolvency. The drssolutron or termmatlon of Grantor's existence as a going business or the death of any
partner, the insolvency of Grantar, . the appaintment of a receiver for any part of Grantor's property, eny
assignment for the benefit of cred|tors, any.iype of creditor workout, or the commencement of any proceeding
under any hankruptcy or msulvencv lawa by or, agamst Grantor,

Craditor or Forfeiture Proceedings.” Commencement of fareclosure or forfeiture proceedings, whether by judicial
praceeding, self-help, repossessron or any ether method, by any creditor of Grantor or by any governmental agency
against any property securing the Indebtedriess. <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 reasonablengss of the claim which is the basis of the creditar ar forfeiture
proceeding and if Grantor gives Lender written . Aotice of the creditor or forfeiture proceeding and deposits with
Lender monias or a surety bond for the creditor ar forfeiture proceeding, in an amount determined by Lender, in its
sole discretion, as being an adequate reserve orbond for the dispute.

Breach of Other Agreemant. Any breach by Grantor under the terms of any other agreement between Grantor and
Lender that is not remedied within any grace period provided ‘therein, including without limitation any agreement
concerning any indebtedness or other obfigation of Grantor to Lender, whether existing now or later.

Events Affecting Guarantor. Any of the preceding evants oocurs wnh respect to any guarantor, endorser, surety,
or accommodation party of any of the Indebtedness or any guarantor, endorser, surety, of accommodation party
dies or becomes incompetent, or revokes or d|sputes the vahdlty of, or liability under, any Guaranty of the
Indebtedness. g .

Advarse Change. A material adverse change occurs in’ Grantnrs fmanmal condition, or Lender believes the
prospect of payment or performance of the Indebtedness Is |mpa1red 3

Insecurity. Lender in good faith believes itself insecure.

Right to Cure. [f any default, other than a default in payment is" curable and |f Grantor has not been given a notice
of a breach of the same provision of this Mortgage within the precedmg twelve:112) months, it may be cured if
Grantor, after receiving written notice from Lender demanding curé-of-such’default. (1) cures the default within
fifteen {15) days; or (2} if the cure requires more than fitteen (15} days,; immediately initiates steps which Lender
desms in Lender's sole discration to be sufficient to cure the default and-thereafter .continues and completes all
reasonable and necessary steps sutficient to preduce compliance as so0on a8 reasonably practical,

RIGHTS AND RENMEDIES ON DEFAULT. Upon the accurrence of an Event of Default and at afy.time thereafter, Lender,
at Lender’s option, may exercise any one or more of the following rights and remedles in addmon to any other rights or
remedies provided by law: r
Accelerate Indebtedness. Lender shall have the right at its option without notice 1D Grantor":t'o declare the entire
Indebtedness immediately due and payable, including any prepayment penalty that Grantor would he required to
pay. ST
UCC Remaedies. With respect to all or any part of the Personal Property, Lender shall have all the rights and
remedies of a secured party under the Unitorm Commercial Code. 2

Collect Rents. iLender shall have the right, without notice to Grantor, to take possessnon of the ‘Property and
collect the Rents, including amounts past due and unpaid, and apply the net proceeds; over: ‘and agbove Lender's
caosts, against the Indebtedness. In furtherance of this right, Lender may require any fenant gr- other-user of the
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 recerved in payment
thereof in the name of Grantor and to negotiate the same and collect the proceeds. Payments. By tenants ar. other
users to Lender in response to Lender's demand shall satisfy the obllgatlons for which the payments are made,
whethar or not any proper grounds for the dernand existed. Lender may exercise its rights under’ thls subparagraph
either in person, by agent, or through a receiver, A

Appoint Receivar. Lendar shall have the right ta have a receiver appointed to take possession of a'i'. or" -any par’t of i
the Property, with the power to protect and preserve the Property, to operate the Property precedinig-or pendmgf
foreclosure ar sale, and to collect the Rents from the Property and apply the proceeds, over and above the costiof

the receivership, against the Indebtedness. The receiver may serve without bond if permitted by law. . kénder! s

right to the appointment of a recelver shall exist whether or nol the apparent vatue of the Property exceeds the"
Indebtedness by a substantial amount. Employment by Lender shall not disqualify a person from servrng ‘ag a_.--"‘
receiver, .

Judicial Foreclosure. Lender may obtain a judicial decree foreclosing Grantor's interast in all or any part otuthe

' TR
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MORTGAGE

t’éﬁ’!"ﬁ:No: 5032214-202 {Continued) Pago 7

___.:thet it becomes legal, valid and enforceable. If the offending provision cannot be so modified, it shall be
* gonsidered deleted from this Mortgage. Unless otherwise required by law, the illegality, invalidity, or
~Uneriforceability of any provision of this Mortgage shall not affect the legality, validity or enfarceability of any other

provrsron 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 Property at any time held by or for the benefit of Lender in any capacity, without the written consent

ofiLender

Successors and Assngns Subject to any limitations stated in this Mortgage on transfer of Grantor's interest, this
Mortgédge shall-be-binding upon and inure to the benefit of the parties, their successors and assigns. |f ownership
of the Property becormes vestad in a person other than Grantor, Lender, without notice to Grantor, may deal with
Grantoi's Successors-with reference to this Mortgage and the Indebtedness by way of forbearance ar extension
without releasmg Grantor from the obligations of this Mortgage or lability under the Indebtedness.

Tima is of the Essence Trme is of the essence in the performance of this Mortgage.

Waive Jury. All partres to ‘this Mortgage hersby waive the right to any,j trial in. any action, proceeding. or

countarclaim hrought by anv parw against any other party. (Initial Here

Waiver of Homestead Examptlon. Grantor hereby releases and waives all rights and benefits of the homestead
exemption laws of the State of Washington as to all Indebtedness secured by this Mortgage.

DEFINITIONS. The following caprtallzed words and terms shall have the following meanings when used in this
Martgage. 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 require. Words and terms not otherwise defined in this Mortgage shall
have the meanings attributed o such terr'r\s-*in the Uniform Commercial Code:

Borrowsr. The word "Borrower” means’ MLC PROPERTIES, L.P. and includes all co-signers and co-makers signing
the Note and all their successors- and assrgns

Detault. The ward "Default” means the Default set forth in this Mortgage in the section titled "Default™.

Event of Default. The woards "Event of Default rnean any of the events of default set forth in this Mortgage in the
events of default section of this Mortgage a

Grantor. The word "Grantor™ means MLC PROPEHTIES L.P..

Guaranty. The word "Guaranty™ means t_he‘guara‘nty _from guarantor, endorser, surety, or accommodatien party to
Lender, including without limitation a gua’ran'tv of all ar part of the Note.

Improvemeants. The word "Improvements" means all existing and future improvements, buildings, structures,
mobile hames affixed on the Real Property; facrlmes additions, replacements and other censtruction on the Real

Property.

Indebtednass. The word "Indebtedness” means: all principal, .interest, and other amounts, costs and expenses
pavable under the Note or Related Documents;”togethar with all renewals of, extensions of, modifications 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 mcurred ‘by“Lender to enforce Grantor's obligations under
this Mortgage, together with interest on such ameunts as provided in this Maortgage. Specificafly, without
limitation, Indebtedness includaes ail amounts that may be mdrrectlv secured by the Cross-Callateralization provision
af this Mortgage.

Lender. The word "Lender” means PEQPLES BANK, its successors and assugne
Mortgage. The word "Moertgage” means this Mortgage betweery Granter and Lender.

Note. The word "Note”™ means the promissary note dated July 11, 2008, in the original principal amount
of $160,000.00 from Granter to Lender, together with all, renewals of, extensions of, modifications of,
refinancings of, consolidations of, and substitutions for the promlssorv note or agreement NOTICE TO GRANTOR:
THE NOTE CONTAINS A VARIABLE INTEREST RATE. o

Parsonal Property. The words "Personal Property” mean all eqmpment frxtures and other articles of personal
praperty now or hereafter owned by Grantor, and now or hereafter attdched or affixed to the Real Property;
together with all accessions, parts, and additions to, ail replacements: of and alk substrtutlons for, any ot such
praperty: and together with all issues and profits thereon and proceeds. {including W|theut limitation all insurance
proceeds and refunds of premiums) from any sale or other disposition of the Propertv :

Pyoperty. The word "Property" means collectively the Real Property and t‘ne Personai Property
Real Property. The words “Real Praperty” mean the real property, interests and rrghts, as further described in this
Mortgage. ¢ :

Related Documents. The words "Related Documents” mean all promissory note's, credit” agreements loan
agreements, environmental agreements, guaranties, security agreements, maortgages; deetls.cof trust, security
deeds, collateral mortgages, and all other instruments, agreements and documents, whether fow or hereafter
existing, executed in connection with the indebtedness. o ; :

Rents. The word "Rents” means all present and future rents, revenues, income, |ssues, royaltles, profrts and
ather benefits derived from the Property. :

GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS QF THIS MORTGAGE. AND GHANTOH AGREES

TO ITS TERMS.

GRANTOR:

MLC PROPERTIES, L.P.

By:f. '

KEITH E. MORFHSON. General Partner of MLC PROPEHTIES L.P.

T

Skagit County Auditor
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