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OATE: August 19, 2008 SLARDIAN NORTHwéggEE,

Additional on page

2. GUARDIAN NORTHWEST TITLE & ESCROW, Trustee

Legal Description:
5P-95-020)

SECTION 3, TOWNSHIP 34, RANGE 2; PTN SW NW (aka Ptn. Lot 3

Additional on page _____

Assessor's Tax Parcel ID#: 340203 2-001 000 (P19714) & 340203-3-007-0300 (P108063)

THIS DEED OF TRUST is dated August 19, 2008, among McNEIL HOLDINGS, LLC {"Grantor");
BANK OF THE PACIFIC, whose mailing address is' BELLINGHAM COMMERCIAL/AGRICULTURE
LOAN CENTER, 4124 HANNEGAN ROAD, BELLINGHAM, WA 98226 (referred to below
sometimes as "Lender” and sometimes as "Benef‘ clary", -and GUARDIAN NORTHWEST TITLE
& ESCROW, whose mailing address is PO BOX 1667 MOUNT VERNDN WA 98273 (referred

to below as "Trustee”).
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5 -CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale, right
of entry and possession and for the benefit of Lender as Beneficlary, all of Grantor's right, title, and interest in and to
the: following described real property, together with all existing or subsequently erected or affixed buildings,
improvements and fixtures; all eassments, rights of way, and appurtenances; all water, water rights and ditch rights
(including stock in utilittes with ditch or irrigation rights); and alf other rights, royatties, and profits relating to the real
property, including without limitation all minerals, oil, gas, geothermal and similar matters, (the "Real Property")

located i |n SKAGIT County, State of Washington

See’ EXHIBIT A, which is attachad to this Deed of Trust and made a part of this Deed of
Trust as if- fully set forth herein,

The Real Property or ‘its. address is commonly known as 9020 MOLLY LANE, ANACORTES,
WA 98221.. The Real. Property tax identification number is 340203-2-001-000 (P19714) &
340203-3-007-0300 (P109063).

CROSS-COLLATERAL!ZATIO_N. In" addition to the Note, this Deed of Trust secures all obligations, debts and liabilities,
plus interest thereon, of Grantor to Lender, or any one or more of them, as well as ail claims by Lender against Grantor
or any one or more of tham, -whethef now existing or hereafter arising, whether refated or unrelated to the purpose of
the Note, whether volintary of otherwise, whether due or not dus, direct or Indirect, determined or undetermined,
absolute or contingent, iquidated or Unliuidated, whether Grantor may be liable individually or jointly with others,
whether obligated as guaranlor, surety, :atcommodation party or otherwise, and whether recovery upon such amaunts
may be or hereafter may begome barred by any statute of limitations, and whether the obligation to repay such amounts
may be or hersafter may become otherwrse unenforceable

FUTURE ADVANCES. In addmon to the Nole this Deed of Trust secures all future advances mads by Lender to
Grantar whether or not the advances afe made pursuant to a cormmitment, Spacifically, without limitation, this Deed of
Trust secures, in addition to the amcunts specified | in the Note, all future amounts Lender in its discretion may loan to
Grantor, together with all interest thereon. .-~

Grantor hereby assigns as security to; Lendor all of Grantor's right, title, and interest in and to all leases, Rents, and
profite of the Property. This assignmerit-is.recorded in accordance with RCW 65.08.070; the lien created by this
assignment is intended to be specific, perfected and choate upon the recording of this Deed of Trust. Lender grants to
Grantor a license to coliect the Rents and profits, which license may be revoked at Lender's option and shall be
automatically revoked upon accaleration of all of part'of the Indebtedness.

THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS AND
PERSONAL PROPERTY, IS GIVEN TO SECURE: (A} PAYMENT OF THE INDEBTEDNESS AND (B) PERFORMANCE OF
ANY AND ALL OBLIGATIONS UNDER THE NOTE; THE RELATED DOCUMENTS, AND THiS DEED OF TRUST. THIS
DEED OF TRUST 1S GIVEN AND ACCEPTED ON T[‘fE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Except as otherwise provided iri'this Deed of Trust, Grantor shall pay to Lender all
amounts secured by this Deed of Trust as they become due, and_ shall strictly and in a timely manner perform all of
Grantor's obtigations under the Note, this Deed of Trust, and thie Related. Documents.

POSSESSION AND MAINTENANCE OF THE PROPERTY.: Grantor agrees that Grantor's possession and use of the
Property shall be governed by the following provisions: .

Possesslon and Use, Until the occurrence of an Event of-B lefauIt Grantor may (1) remain in possession and
control of the Property {2) use, operate or manage the.Property;’and (3) collect the Rents from the Property
{this privilage is a license from Lender to Grantar automatically:revoked-upon default). The following provisions
relate to the use of the Property or to other limitations on the Property The Real Property is not used principally
for agricultural purposes.

Duty to Maintain. Grantor shall maintain the Property in lenantable condmon and promptly perform all repairs,
replacements, and maintenance necessary to preserve its value. -

Nulsance, Waste. Grantor shall not cause, conduct or permit any nuusanoe nor comm:t permit, or suffer any
stripping of or waste on or to the Property or any portion of the Property. . Without limiting the generality of the
foregeing, Grantor will not remove, or grant to any other party the right to femove, any timber, minerals (including
oil and gas), coal, clay, scoria, soll, gravel or rock products without Lender’s prior written consent.

Removal of Improvements. Grantor shall not demclish or remove any 'Irnpr_overri'ants'“from the Real Properly
without Lender's prior written consent. As a condition to the removal of:any Improvements, Lender may require
Grantor to make arrangements satisfactory to Lender to replace such Improvemenm with Improvements of at least
equal value,

Lender's Right to Enter. Lender and Lender's agents and representatives may enter upon: the Real Property at all
reasonable times to attend to Lender's interests and to inspect the Real Property for purposes of Grantor's
compliance with the terms and conditions of this Deed of Trust.

Compliance with Governmental Requirements. Grantor shall promptly comply, “and. shan promptly cause
compliance by all agents, tenants or other persons or entities of every nature whatscever .who rent, lease or
otherwise use or occupy the Property in any ‘%nanner with all laws, ordinances, and regulations; now or:hereafter
in effect, of all governmental authorities spglicable to the use or occupancy of the Propeérty, including: without
limitation, the Americans With Disabiliies Act. Grantor may contest in good faith any such_law; ordinance, or
regulation and withhold oompilance during any proceeding, mclud|ng appropriate appeals, $0° Iong as’ Grantor has
notified Lender in writing prior to deing so and so long as, in Lender's sole opinion, Lender's. rhterssts in.the
Froperty are not jecpardized. Lender may require Grantor to post adequate security or a suréty bond reasonably
satisfactory to Lender, to protect Lender's interest.

Duty to Protect. Grantor agrees neither to abandon or leave unattended the Property. Grantor shall do all other .
acts, in addition to those acts set forth above in this section, which from the character and use of tha Property arg" "
masonab[y necessary fo protect and praserve the Property.

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lender's option, (A) declare immediately due and payable.a'l_r
sums secured by this Deed of Trust or (B) increase the interest rate provided for in the Note or other document
evidencing the Indebtedness and impose such other conditions as Lender deems appropriate, lpon the sale ortransfer; -
without Lender's prior written consent, of all or any part of the Real Property, or any interest in the Real Property. i A
"sale ar transfer® means the conveyarice of Real Property or any right, title or interest in the Real Property; whether -
tegal, beneficial or equitable; whettier voluntary or involuntary; whether by outright sale, deed, instalment sale contract;”
land contract, contract for deed, leasshold interest with a term greater than three (3) years, lease-option contract, orby
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! sale assmmment or transfer of any beneficial interest in or to any land trust holding title to the Real Property, or by any
. other.fiethod of conveyance of an interest in the Real Property. If any Grantor is a corporation, partnership or limited
“liapility.-Company, transfer aiso 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
optton shall not be exercised by Lender if such exercise is prohibited by federal law or by Washington law.

TAXES ANDY LlENS The following pravisions refating to the taxes and Yiens on the Properly are part of this Deed of
Trust;

Payment Grantor shall pay when due (and in all events prior to delinquency) all taxes, special taxes, assessments,
charges (including: water and sewer}, fines and impositions levied against or on account of the Property, and shall
pay when due all claims for work done on or for services rendered or material furnished to the Property. Grantor
shall maintain‘the Proparty free of all liens having priority over or equal to the interest of Lender under this Deed of
Trust, except for the Ilen of taxes and assessments not due and except as otherwise provided in this Deed of
Trust.

Right to Contest Grantor may withhold payment of any tax, assessment, orf claim in connection with a good faith
dispute overthe obligation fo pay, so long as Lender's interest in the Property is not jeopardized. If a lien arises or
is filed as a result of ‘nonpayment, Grantor shall within fifteen {15) days after the lien arises or, if a lien is filed,
within fifteen (15) days after‘Grantor has notice of the filing, secure the discharge of the lien, or if requested by
Lender, depasit with Lefder 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 foreclosure” or-sale-under:the lien. In any contest, Grantor shall defend itself and Lender and shall
satisfy 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. Grantar shall upon-demand fumish 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
statement of the taxes and’ asseesments against the Property.

Notice of Construction. Grantor shalI notlfy Lender at least fifteen (15) days before any work is commenced, any
services are furnished, or any materials are supphed to the Property, if any mechanic’s lien, materialmen’s lisn, or
other lien could be asserted on acgournt of the woork, services, or materials. Grantor will upon request of Lender
furnish to Lender advance assurances satlsfactory ta Lender that Grantor can and will pay the cost of such
impravements.

PROPERTY DAMAGE INSURANCE. The followmg provrsror!s relating to insuring the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall’ pmcure and maintain policies of fire insurance with standard extended
coverage endorsements on a replacement basis for the full insurable value covering alf 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 Jiability insurance in such
coverage amounts as Lender may request with Trustee and Lender being named as additional insureds in such
liability insurance policies. Additionally, Grantcr'shall maintain such other insurance, including but not limited to
hazard, husiness interruption, and boiler insurance, as Lender may-reasonably require. Policies shalt be written in
form, amounts, coverages and basis reasonably acceptable fo Lender and issued by a company or companies
reasonably acceptable to Lender. Grantor, upon requist.of Lender, will deliver to Lender from time to time the
policies or certificates of insurance in form satisfactory to Lender, in¢luding stipulatians that coverages will not be
cancelied or diminished without at least thirty (30} days pr|or wntten notice to Lender. Each insurance policy also
shafl include an endorsement providing that coverage in favor &7 Lendar wili not be impaired in any way by any act,
omission or default of Grantor or any other person. Should- the” Real Property be located in an area designated by
the Director of the Federal Emergsncy Management Agency as’ a special flood hazard area, Grantor agrees to
obtain and maintain Federal Flood Insurance, if available, within 45 days after notice is given by Lender that the
Property is located in a special fluod hazard area, for the full unpaid principal balance of the loan and any prior liens
on the property securing the foan, up to the maximum palicy limits'set under the National Flood Insurance Program,
or as otherwise requirsd by Lender and to maintain such msuram:e for the term of the foan.

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the Property. Lender may
make proof of loss if Grantor fails to do so within fifteen (15) days of the.Gasualty. Whether or not Lender's
sacurity is impaired, Lender may, at Lender's election, receive and refain’ the proveeds:of any insurance and apply
the proceeds to the reduction of the Indebtedness, payment of any lien:affecting the Property, or the restoration
and repair of the Property. If Lender elects to apply the proceeds to restoration and‘-_r'epai{_, Grantor shall 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 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 commitiéd 40 the repair or restoration of
the Property shall be used first to pay any amount owing to Lender under this Desd of Trust, thén to pay accrued
interest, and the remainder, if any, shall be applied to the principal balance of the Indebtedness. -If Lender holds
any proceeds after payment in full of the Indebtedness, such proceeds shall be paid WItﬁout mterest to Grantor as
Grantor's interests may appear,

Compllance with Existing Indebtedness. During the period in which any Existing indebtedriess’ descrlbed 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 Trust, tg. the extent
compliance with the terms of this Deed of Trust would constitule a dup'ncahon of insurance requirémemt. If any
proceeds from the Insurance become payable on loss, the provisions in this Deed of Trust for division.of proceeds
shall apply only to that portion of the proceeds not payable to the holder of the Existing Indebtedness

Grantor's Report on Insurance. Upon request of Lender, however not more than once a year, Grantor sha“ fumtsh
to Lender a report on 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 replacement value of-such

property, and the manner of determining that value; and (5) the expiration date of the policy. Graditor. shalt,.lipon ™
request of Lender, have an independent appraiser satisfactory to Lender determine the cash value replacement cost :

of the Property.

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lender's mterest |n ¢
the Property or if Grantor fails 1o comply with any provision of this Deed of Trust or any Related Documents, ingluding &

but nat limited to Grantor's failure to comply with any obligation to 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 to) take any action that,«

Lender deems appropriate, including but not limited to discharging or paying all taxes, liens, security interests,
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'-'encumbrances and other claims, at any time Iewed or placed on the Property and paying all costs for insuring,
. _malntaining and preserving the Property. All such expenditures incurred or paid by Lender for such purmposes will then

* bear interest: at the rate charged under the Note from the date incurred or paid by Lender to the date of repayment by
Grantor. All such expenses will become & part of the Indebtedness and, at Lender's option, will (A) be payable on
demand; (B)' be added to the balance of the Note and be apportioned among and be payable with any installment
payimenis to: become due during either (1) the term of any applicable insurance policy; or (2} the remaining term of
the Note;-or (C) bé treated as a balioon payment which will be due and payable at the Note's maturity. The Dead of
Trugt_also will securé: payment of these amounts. Such right shall be in addition to all other rights and remedies to
which Lender may’ be entltled upon Default.

WARRANTY DEFENSE OF TITLE The following provisions relating to ownership of the Property are a part of this Deed
of Trust:

Title. Grantor warrants that: (a} Grantor holds good and marketable title of record to the Property in fee simple,
free and clear of all-fiens-and encumbrances other than those set forth in the Real Property description or in the
Existing Indebtednegs section below or in any title insurance policy, title report, or final title opinion issued In favor
of, and accepted by, Lender in connection with this Deed of Trust, and (b} Grantor has the full right, powsr, and
authorlty o exscute and deliver this Deed of Trust o Lender.

Defense of Title. Subject to” the exception in the paragraph above, Grantor warrants and will forever defend the
litle to tha Property against the lawful claims of all persons. In the event any action or proceeding is commenced
that questions Graptor's-title-or tha. Interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the
action at Grantor's gxpense. ..Grantor may be the nominal party in such proceeding, but Lender shall be entitled to
participate in the procegding and to'be represented in the procesding by counsel of Lenders own choice, and
Grantor will deliver, or ¢ause to be delivered, to Lender such instruments as Lender may request from time to time
to permit such partfcrpatron

Compllance Wlth Laws. Grantor w;:rrér‘i'r':s that the Property and Grantor's use of the Property compilies with all

Survival of Reprosantations and Warrantles All representations, warranties, and agreemenis made by Grantor In
this Deed of Trust shall survive the execution and delivery of this Deed of Trust, shall be conhnulng in nature, and
shall remain in full force and effect until such: hme as Grantor's Indebtedness shall be paid in full,

EXISTING INDEBTEDNESS. The fo!lowmg provrsnons concerning Existing indebtedness are a part of this Deed of Trust:

Existing Llen. The lien of this Deed bf Trust securing the Indebtedness may be secondary and inferior to an
existing lien. Grantor expressly covenants and agrees'to pay, or see to the payment of, the Existing Indebtedness
and to prevent any default on such indebtedness, any default under the instruments evidencing such indebtedness,
or any default under any security documants for such indebtedness.

No Moadification. Grantar shall not enter inte’ any agreement with the holder of any mortgage, deed of trust, or
other security agreement which has priority-over this Deed of Trust by which that agreement is meodified,
amended, extended, or renewed without the, prior written consent of Lender. Grantor shall neither request nor
accept any future advances under any such security agreement:without the prior written consent of Lender.

CONDEMNATION. The following provisions relating to condenjrp-é'l_ipn.,_prpceedlngs are a part of this Deed of Trust:

Proceedings. If any proceeding in condemnation is filed,” Grantor. shall promptly notify Lender in writing, and
Grantor shall promptly take such steps as may be neoessary to defend the action and obtain the award, Grantor
may be the nominal party In such proceading, but Lerder.shall beentitied to participate in the proceeding and to be
represented in the proceeding by counsel of its own choice.all at’ Grantor's axpense, and Grantor will deliver or
cause to be delivered to Lender such instruments and documentatlon as may be requested by Lender from time to
time to permit such participation.

Application of Net Proceeds. If all or any part of the Property is condermed by eminent domain procesdings or by
any proceeding or purchase in lieu of condemnation, Lender may at its election require that all or any portion of the
net proceeds of the award be applied to the Indebtedness or ‘the repair .Or restoration of the Property. The net
proceeds of the award shall mean the award after payment of all reasonabla oosts expenses and attorneys' fees
incurred by Trustee or Lender In connection with the candemnation., 4

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES The fo!lowmg pravisions relating
to governmental taxes, fees and charges are a part of this Deed of Trust: 4

Current Taxes, Fees and Charges. Upon request by Lender, Grantor shall execute’ such documents in addition to
this Deed of Trust and take whatever othar action is requested by Lender to perfectand: tontinue Lender's lien on
the Real Property Grantor shall reimburse Lender for all taxes, as described below, togéther with all axpenses
incurred in recording, perfecting or continuing this Deed of Trust, including~without-limitation all taxes, fees,
documentary stamps, and other charges for récording or registering this Deed of Trust

Taxes. The following shall constitite taxes to which this section applies: (1) a specific’ tax upon this type of
Deed of Trust or upon all or any part of the Indebtedness secured by thie Deeq of Tryst: .(2) a specific tax on
Grantor which Grantor is authorized or required to deduct from payments on the Indebtedness setured by this type
of Deed of Trust; {3) a tax on this type of Deed of Trust chargeable against the Lender or the holder of the Note;
and (4} a specific tax on 2|l or any portion of the Indebtedness or on payments of prmclpal and mtsrest made by
Grantor.

Subsequent Taxes. If any tax to which this section applies is enacted subsequent to"=.'the_ dgta-'of _th-is_‘:Deed of
Trust, this event shall have the same effect as an Event of Default, and Lender may exércise any or all of its
available remedies for an Event of Default as provided below unless Grantor elther (1) “pays the tax before it
becomes delinquent, or (2) contests the tax as provided above in the Taxes and Liens section and deposnts with
Lender cash or a sufflcient corporate surety bond or other security satisfactory to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions relating to this Deed‘ of--T-ru'st as a
security agreement are a part of this Deed of Trust: :

Security Agresment. This instrument shall constitute a Security Agreement to the extent any of the Prnpeny'*"""‘_
canstitutes fixtures, and Lender shall have all of the rights of a secured party under the Uniform Cornmercral Code. E
as amended from time to time. g

Security Intarest. Upon request by Lender, Grantor shall take whatever action is requested by Lender to perfect

and continue Lender's security interest in the Rents and Personal Property. in addition to recording this Deed of .+

Trust in the real property recotds, Lender may, at any time and without further authorization from Grantor, fild-"

executed counterparts, copies or reproduct:ons of this Deed of Trust as a financing statement. Grantor shill e

reimburse Lender for all expenses incurred in perfecting or continuing this security interest. Upon default, Grantor':'
shall not remave, sever or detach the Personal Property from the Property. Upon default, Grantor shall assemble

T

Skagit County Auditor
8/29/2008 Page 4 0of 10 1:49PM




g DEED OF TRUST
* .“Loan No: 110085603 (Continued) Page 5

any Personal Property not affixed to the Property in @ manner and at a place reasonably convenient to Grantor and
Lénder_and make it available to Lender within three (3) days after receipt of written demand from Lender to the
g extent perrmtted by applicable law,

' Addrassas © The mailing addresses of Grantor (debtor) and Lender (secured party) from which information
. Concerning the security interest granted by this Deed of Trust may be obtained (each as required by the Uniform
g Commercual Code) are as stated on the first page of this Deed of Trust.

FURTHER ASSURANCES ATTORNEY-IN-FACT. The following provisions relating to further assurances and
attomey-m-fact ae'a part of this Deed of Trust:

Further Assurances ‘At any time, and from time to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause tg.be made, executed or delivered, to Lender or to Lender's designee, and when requested by
Lender, cause 16 be filed, recorded, refiled, or rerecarded, as the case may be, at such times and in such offices
and places as Lender.riay. deem appropriate, any and all such mortgages, deeds of trust, security deeds, security
agreements, ﬁnancmg statements, continuation staterments, instrurmerts of further assurance, certificates, and
other documents.4s rmay, in'the sole opinion of Lender, be necessary or desirable in order to effectuate, complete,
perfect, continde, of. presetve (1) Grantor's cbligations under the Note, this 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
Property, whether now owned or hereafter acquired by Grantor, Unless prohibited by law or Lender agrees fo the
contrary in wntmg, Granter shall reimburse Lender for all costs and expenses incurred in connection with the
matters referred to this paragraph

Attorney-in-Fact. If Grantor fails 1o: do any of the things referred to in the preceding paragraph, Lender may do so
for and in the name of Grantor and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints
Lender as Grantor's attomeéy-infactifor the purpose of making, execu'ung, delivering, filing, recording, and doing all
ather things as may be necessary oF deswab!e in Lender's sale opinion, te accomplish the matters referred to in
the preceding paragraph. * “

FULL PERFORMANCE. If Grantor’ pays all the lndebtedneﬁs including without limitation all future advances, when due,
and otherwise performs all the obligations imposed, upon Grantor under this Deed of Trust, Lender shall execute and
deliver to Trustee a request for full reconveyancde and shall execute and deliver to Grantor suvitable statements of
termination of any financing statement_on“file_evidencing Lender'd security interest in the Rents and the Personal
Property. Any reconveyance fee shall be patd by Grantor, if permitted by applicable law. The grantee in any
recanveyance 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 pmof of the truthfulness of any such matters or facts.

EVENTS OF DEFAULT. Each of the followmg at Landefs option, shall constitute an Evert of Default under this Deed
of Trust:

Payment Default. Grantor fails to make any payment when dus under the Indebtedness.

Other Defaulls. Grantor falls to comply With: or to perform any other term, obiigation, covenant aor 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 condition contained in any ‘other agreement between Lender and Grantor.

Compliance Default. Failure to comply with any ather term ebhgatmn covenant or candition contained in this
Deed of Trust, the Note or in any of the Related Dacuments E

Default on Other Payments. Failure of Grantor within the fime reqdired by this Deed of Trust to make any payment
for taxes or insurance, or any other payment necessary:to:preventfiling of or to effect discharge of any lien.

False Statements. Any warranty, representation or sfaté’m'eht_, rmade-ar_furnished to Lender by Grantor or on
Grantm‘s behalf under this Deed of Trust or the Related Doe.Jménls'is fals'e or misleading in any material respect,

Defective Collateralization. This Deed of Trust or any of the Related Documents ceases to be in full force and
effect {including faflure of any collateral document to create a valld and perfected security interest or lien) at any
time and for any reason.

Death or Insolvency. The dissolution of Grantor's (regardless of whether glection to continue is made), any
member withdraws from the limited liability company, or any other termination-of-Gtanior's existence as a going
business or the death of any member, the insolvency of Grantor, the appgintment; of a receiver for any part of
Grantor's property, any assignment for the benefit of creditors, amy type of icreditor workout, or the
commencement of any proceeding under any bankruptcy or insolvency laws by or agalnst Grantor.

Creditor or Forfeiture Proceedings. Commencament of foraclosure or forfeiture _proceedings, whether by judicial
proceeding, self-help, repossession or any other method, by any greditor of Grantar or-by any govarnmental agency
againgt any property securing the Indebtedness. This includes a gamishment of ahy 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 reasonablensss of the claim which is the basis of thé creditor or forfeiture
proceeding and if Grantor gives Lender written notice of the creditor or {orfeiture:proceeding and deposits with
Lender monies or a surety bond for the creditor or forfeiture proceeding, in an amount determlned by Lender, in its
sole discretion, as being an adequats reserve or hond for the dispute, ;

Breach of Other Agreement. Any breach by Grantor under the terms of any other agreement batween Grantor and
Lender that is not remedied within any grace period provided therein, including without limitation apy 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 with respect to any Guarantor of any of the
Indebtedness or any Guarantor dies or becomes incompetent, or revokes or disputes the valldlty of or llablllty
under, any Guaranty of the Indebtedness.

Adverse Change. A material adverse change occurs in Grantor's fi nancial condition, or Lender bel!eves the_
prospect of payment or performance of the Indebtedness is impaired. ’

Insecurity. Lender in good faith believes itself insecure.

Existing Indebtedness. The payment of any installment of principal or any interest on the Existing lndebtedness is I
hot made within the time required by the promissory note evidencing such indebtedness, or a default occurs uhder:
the instrument securing such indebtedness and is not cured during any applicable grace period in such mstrument
or any suit or other action is commenced to foreclose any existing lien on the Property.

Right 1o Cure. 'f any default, other than a default in payment is curable and if Grantor has not been given a notlce.
of a breach of the same provision of this Deed of Trust within the preceding twelve (12) months, it may be cured if -~
Grantor, after racsiving written notice from Lender demanding cure of such default: (1) cures the default within~
ten (10) days; or {2} if the cure requires mare than ten (10} days, immediately initiates steps which Lender deems
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¥ m lLender's sole discretion to be sufficient to cure the default and thereafter continues and completes all reascnable
.gnd 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 time thereafter,
Trustee or Lender may exercisa any one or mare of the following rights and remedies:

. '__Electlon of Remedies. Election by Lender to pursue any remedy shall not exclude pursuit of any other remedy, and
., ‘an_elsction tosimake expenditures or to take action to perform an obligation of Grantor under this Deed of Trust,
"'.aﬂer Grantor's, failure ta perform, shall not affect Lender's right to declare a default and exercise its remedies.

Accelerate Indebl:edness Lendar shall have the right at its option to decfarae the entire Indebledness immedialely
due and payable, including any prepayment penalty which Grantor would be required to pay.

Foreclosurs. - With respect to all or any part of the Real Property, the Trustee shall have the right to exercise Its
power of salé and to foreclose by natice and sale, and Lender shall have the right to foreclose by judicial
foreclosure, in either-éase.in accordance with and to the full extent provided by applicable law.

UCC Remedlés, ~With résﬁect to all or any part of the Personal Property, Lender shall have all the rights and
remedies of a secuted party under the Uniform Commercial Code.

Collect Ram Lender shall have the right, without notice to Grantor to take possession of and manage the
Proparty and collect the Rents, including amounts past due and unpaid, and apply the net proceeds over and
above Lender's cosls; against-the Indebledness. 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 Renls are collected by
Lender, then Grantorirravocably designates Lender as Grantor's aitorney-in-fact to endorse instruments received in
payment thereof in the name of Grantor and tb negotiate the same and collect the proceeds. Payments by tenants
or other users to Lender in response to Lender's demand shall salisfy the obligations for which the payments are
made, whether or not any proper grounds for the demand existed. Lender may exercise ils rights under this
subparagraph either in person; by agent, or through a recelver.

Appoint Receiver. Lender ‘shall have thé 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 Property, to operate the Property preceding or pending
foreclosure or sals, and to collect the Rents-from the Proparty and apply the proceeds, over and above the cost of
the receivership, against the Indebtedriéss, . 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 excesds the
Indebtedness by a substantial ameunt Employment by Lender shall not disqualify a person from sarving as a
receiver,

Tenancy at Sufferance. |f Grantor remiains in pomesswn of the Property after the Property is sold as provided
above or Lender otherwise becomes entitfed to possession of the Property upon default of Grantor, Grantor shall
become a tenant at sufferance of Lender or:the:-purchaser of the Property and shall, at Lender's option, either (1)
pay a reasonable rental for the use of the: F'roperty. or {2) vacate the Property immediately upon the demand of
Lender.

Other Remedles. Trustee or Lender shall have any other nght or remedy provided In this Deed of Trust or the Note
or available at law or in equity.

Notice of S8ale. Lender shall give Grantor reasonable notice of {tte time and place of any public sale of the Personal
Property or of the time after which any private sale or.6ther Intended disposition of the Personal Property is to be
made, Reasonable notice shail mean notice glven at:feast ten (10) days before the time of the sale or disposition.
Any sale of the Personal Property may be made in conjunctnon with any sale of the Real Property.

Sale of the Property. To the extent permitted by applicable law, Grantor hereby waives any and all rights to have
the Property marshalled. In exercising its rights and remedies,-the. Trustee or Lender shall be free to sell all or any
part of the Property together or separately, in ona sale or by separate sales _Lender shall be entitled to bid at any
public sale on all or any portion of the Froperty.

Attorneys' Fees; Expenses. If Lender institutes any suit or actlon to enforoe any of the terms of this Deed of
Trust, Lander shall be entitled to recover such) sum as the court, may ad;udge reasonable as attorneys' fees at trial
and upon any appeal. Whether or not any caurt action is involved, and.to the-extent not prohibited by law, all
reasonable expenses Lender incurs that in Lender's opinion are necessary’at any'time for the protection of its
intergst or the enforcement of its rights shall become a part of the Indebtedness payable on demand and shall bear
intergst at the Note rate from the date of the expenditure until repaid. Expenses covered by this paragraph include,
without limitation, however subject to any limits under applicable law, Lender's attorneys' faes and Lender's legal
expenses, whether or not there is a lawsuit, including attorneys' fees and expenses for: bankruptcy proceedings
(including efforts to modify or vacate any automatic stay or injunction), appeals; and any anticipated post- Judgment
collection servicas, the cost of searching records, obtaining title reports (including foreclosure reports), surveyors'
reports, and appraisal fees, title insurance, and fees for the Trustee, to the extent permlt‘led by applicable law.
Grantor also will pay any court costs, in addition to all other sums provided by Iaw

Rights of Trustee. Trustee shall have all of the rights and duties of Lender as set forth in lhlS ssctlon

POWERS AND OBLIGATIONS OF TRUSTEE. The following provisions relating to the powers and obugatmns of Trustee
{pursuant to Lender's instructions) are part of this Deed of Trust;

Powars of Trustee. In addition to all powers of Trustee arising as a matter of law, Tn.ustee shail’ have the power to
take the following actions with respect to the Property upon the written request of Lenger and’ Grantor: ™ (a) join in
preparing and filing a map or pial of the Real Property, including the dedication of streéets or other rlghts to the
public; (b) join in granting any easement or creating any restriction on the Real Property; and.~(£) join in any
subardination or other agreement affecting this Deed of Trust or the interest of Lender under. thig Deed of Trust

Obligations to Notify. Trustee shall not be obligated to notify any other party of a pending sale. under any other
trust deed or lien, or of any action or proceeding in which Grantor, Lender, or Trustee shall- be a party unless
required by applicable iaw, or unless the action or proceeding is brought by Trustee.

Trustes. Trustee shall mest all qualifications required for Trustes under applicable law. In addltlon to the nghts

and remedies set forth above, with respect to alt or any part of the Property, the Trustee shali have'the fight o+
foreclose by notice and sale, and Lender shall have the right to foreclose by judicial foreclosure, in e|ther casein
accordance with and to the full extent provided by applicable (aw. i

Successor Trustee. Lender, at Lender's option, may from time to time appoint a successor Truslee to any Trustea
appointed under this Deed of Trust by an instrument executed and acknowledged by Lender and recorded in the: .-
office of the recorder of SKAGIT County, State of Washington. The instrumaent shall contain, in addition 1o all-+" -~
other matters required by state faw, the names of the original Lender, Trustee, and Grantor, the book and page or .+
the Auditor's File Number whers thls Deed of Trust Is recorded, and the name and address of the successor”
trustee, and the instrument shall be executed and acknowledged by Lender or its successors in interest. The
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successor trustee, without conveyance of the Property, shall succeed to alf the title, power, and duties conferred
upon, the Trustee in this Deed of Trust and by applicable law. This procedure for substitution of Trustee shalt
Sgovern to‘th_e exclusion of all other provisions for substitution.

NGTICES. Subject to apphcable law, and except for natice 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, when actually received by
telefacsimile (uniess otherwise required by law), when deposited with a nationally recognized overnight courier, or, if
mailed; when deposned in the United States mail, as first class, certified or registered mail postage prepaid, directed to
the addresses’shown near the beginning of this Deed of Trust. All copies of notices of foreclosure from the holder of
any lien which. fas: prloruty over this Deed of Trust shall be sent to Lender's address, as shown near the beginning of
this Deed ‘of-Trust, *Any party may changs its address for notices under this Deed of Trust by giving formai written

notice to the other-parties, specifying that the purpose of the notice is to change the party’s address. For notice
purposes, Grantor agrees to-kesp Lender informed at all times of Grantor's current address. Subject to applicable law,
and except for notice‘required or allowed by law to be given in another manner, if there is more than one Grantor, any
notice given by Lerder to any Grantor is deemed to be natice given to all Grantors.

MISCELLANEOUS PROVISIONS The following 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
agreement of the partie$ as'to the matters set forth in this Deed of Trust. Mo alteration of or amendment to this
Deed of Trust shall bé effective unless given in writing and signed by the party or parties sought to be charged or
bound by the alterationor @menidment.

Annual Reports. If the Property is used for purposes other than Grantor's residence, Grantor shall fumish to
Lender, 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
receipts from the Property.less all cash expenditures made in connection with the operation of the Property.

Arbitration. Grantor and Lender agree that all disputes, claims and controversies batween them whether individual,
joint, or class in nature, arising from this Deed of Trust or otherwise, including without limitation contract and tort
disputes, shall be arbitrated pursuarit to the Rules of the Amerlcan Arbitration Assoclation in effect at the time the
claim Is filed, upon request of either paity. No act to take or dispose of any Property shall constitute a waiver of
this arbitration agreement or be prthhhed by this arbitration agreement. This includes, without limitation,
gbtaining injunctive relief or a temporary :restraining order; |rwoluug a power of sale under any deed of trust or
mortgage; obtaining a writ of attachment or imposition of a receiver; or exercising any rights relating to personal
property, including taking or disposing of such property with or without judicial process pursuant to Article 9 of the
Uniform Commercial Code. Any disputes, claims; or-Controversies concerning the lawfulness or reasonableness of
any act, or exercise of any right, conceraing any’Property, including any claim to rescind, reform, or otherwise
modify any agreement relating to the Propgrty, shall also be arbitrated, provided however that no arbitrator shall
have the right or the power to enjoin or restrath any act of any party. Judgment upon any award rendered by any
arbitrator may be entered in any court having jurisdiction. Nothing in this Deed of Trust shall preclude any party
from seeking equitable relief from a court of competent Jurisdiction. The statute of limitations, estoppel, waiver,
laches, and similar doctrines which would otherwise be applicable in an action brought by a party shall be
applicable In any arbitration proceeding, and the commencement. of an arbitration proceeding shall be deemed the
commencement of an action for these purposes. The Federal’ Arbitration Act shall apply to the construction,
Interpretation, and enforcement of this arbitration provision.”

Caption Headings. Caption headings in this Deed of Trust are for convenlence 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 lhls Deed of Trust with any other interest or
estate in the Property at any time held by or for the benefit of Lender in ahy capamty, without the written consent
of Lender.

Governing Law. This Deed of Trust will be governed by federal Iaw appllcable to Lender and, to the extent not
preempted by federa! law, the laws of the State of Washington, without, ragard to its conflicts of law provisions.
This Deed of Trust has been accepted by Lender In the State of Washmgton

No Waiver by Lender. Lender shall not be deemed to have waived any nghls under this Deed of Trust unless such
waiver is given in writing 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 waliver by Lender of a provision of this Deed of Trust
shall not prejudice or constitute a waiver of Lender's right otherwise. to demand strict compliance with that
provision or any other provision of this Oeed of Trust. Mo prior waiver by Lender, nor.any course of dealing
between Lender and Grantor shall constitute a waiver of any of Lenders rlghts or of any, of Grantor's obtlgatlons

of such consent by Lender i in any instance shall not constitute continuing consent'to subsequent instances where
such consent is required and in all cases such consent may be granted or wuthherd in‘the sole discretion of Lender.

Severability. 1f a court of competent jurisdiction finds any provision of this Deed, of Trust’ to e ilegal, invalid, or
unenforceable as to any circumstance, that finding shall not make the oﬁendmg provision illegal, invalid, or
unenforceable as to any other circumstance. If feasible, the offending provision shall. be considered modified so
that it becomes legal, valid and enforcesble. If the offending provision cannot be so medified, it shall be
considered deleted from this Deed of Trust. Unless otherwise required by law, the illegality, invalidity, or
unenforceablhty of any provision of this Deed of Trust shall not'affect the iegality, valldlty ar er\forceablllty af any
other provision of this Deed of Trust.

Successors and Assigns. Subject to any limitations stated in this Deed of Trust on transfer of Grantors interest,
this Deed of Trust shall be binding upon and inure to the benrefit of the parties, their successors and assigns: If
ownership of the Property becomes vested in a person other than Grantor, Lender, without notice-to Grantsr,:may
deal with Grantar's successors with reference to this Desd of Trust and the Indsbtedness by way of forbeatance or
axtension without releasing Grantor from the obligations of this Deed of Trust or liability under the -lndebte‘d:n:ees. e

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

Waive Jury. All parties to this Deed of Trust hereby waive the right to any jury trial in any action, proceedlng, or _:-::
counterclaim brought by any party against any other party. ET

Waiver of Homestead Exemption. Grantor hereby releases and waives all rights and benefits of the homesteadb 2
exemption laws of the State of Washingtan as to all Indebtedness secured by this Deed of Trust. g

DEFINITIONS. The following capitalized words and terms shall have the following meanings when used in this Deed: of‘
Trust. 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 inciude the plural, and the plural shall
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: Irj_ciijrle_,..ths. singular, as the context may require. Words and terms not otherwise defined in this Deed of Trust shall

L _haveihe.meanings attributed to such terms in the Uniform Commercial Code:

_:.B“éneﬂéiqr}. The word "Beneficiary” means BANK OF THE PACIFIC, and its successors and assigns.

' Borrower, The word "Borrower” means MCNEIL HOLDINGS LLC and includes all co-signers and co-makers signing
_lhe Note and all their successors and assigns.

., Dead cf Trust “The words "Deed of Trust' mean this Deed of Trust among Grantor, Lender, and Trustee, and
mcludes wlthout Ilmltatlon all assignment and security interest provisions relating to the Personal Proparty and
Rents

Default The word "Default" means the Default set forth in this Deed of Trust in the section titied "Default".

Event of Defauit. The words "Event of Default” mean any of the events of default set forth in this Deed of Trust in
the events of defﬂu!l Secllon of this Deed of Trust.

Existing Inde_btednes__s. T_he_words "Existing Indebtedness” mean the Indebtedness described in the Existing Liens
provision of this Deed. of Trast.

Grantor. The word “Grantor"""means MCNEIL HOLDINGS LLC.

Guarantor. The word. "Guarantor" means any guarantor, surety, or accommedation parly of any or ali of the
Indebtedness.

Guaranty. The ward "Guaranty means the guaranty from Guarantar to Lender, including without limitation a
guaranty of all or part of the Note. -

Improvements. The word "Improvements" means all existing and future improvements, buildings, structures,
mabile homes affixed on lhe Real Propeﬁy facilities, additions, replacements and other construction on the Real
Property. 3

Indebtedness. The word "Iﬁ't!‘ebtednass' means all principal, interest, and other amounts, costs and expenses
payable under the Note or Related-Documents, together with all renewals of, extensions of, modifications of,
consolidations of and subshtutrons for the-Néte:or Related Documents and any amounts expended or advanced by
Lender to discharge Grantor's” obligaiions-or ;expenses incured by Trustee or Lender to enforce Grantor's
obligations under this Deed of Tfust, together with interest on such amounts as prowded in this Deed of Trust,
Spacifically, without limitation, mdebtadness includes the future advances set forth in the Future Advances
provision, together with all interest: thereon and all amounts that may be indirectly secured by the
Cross-Collateralization provision of this Deed of Trast.”

Lender. The word "Lender” means BANK OF TH'E--P'ACIFIC its successors and assigns.

Note. The word "Note” means the proinissory note dated August 19, 2008, in the original principal
amount of $1,650,000.00 from Granter to Lender, together with all renewals of, extensions of,
modifications of, refnancmgs of, consolidatiéns of, and substitutions for the promissory note or agreement.
NOTICE TO GRANTOR: THE NOTE CONTAINS A VARIABLE INTEREST RATE.

Personal Property. The words "Personal Proparty" mean___.all _eqqipmenl. fixtures, and other articles of personal
property now or hereafter owned by Grantor, and now-or hereafter altached or afflxed to the Real Property;
together with all accessions, parts, and additions to,-all réplacements of, and all substitutions for, any of such
property; and together with all issues and profits theregn and praceeds (including without limitation all insurance
procesds and refunds of premiums) from any sale or other disposition of the Property.

Progperty. The word "Property” means collectively the Reéi' 'Proberfy and the Personal Property.

Rea! Property. The words "Real Properly" mean the real proper!y, mterssts -and rights, as further desgribed in this
Deed of Trust.

Related Documents. The words "Related Documents” meani‘ all promi'ss:ory notes, credit agreements, loan
agreements, guaranties, security agresments, mortgages, deeds of trust, security deeds, collateral mortgages, and
all other instruments, agreements and documents, whether now o hereafter existing, executed in connection with
the Indebledness,; provided, that the environmental indemnity agrssments are not 'Related Documents” and are
not secured by this Deed of Trust. :

Rents. The word "Rents" means all present and future rents, revenues mcome |ssues royalties, profits, and
other benefits derived from the Praperty.

Trustee. The word "Trustee" means GUARDIAN NORTHWEST TITLE & ESCROW whose mailing address is PO
BOX 1667, MOUNT VERNON, WA 98273 and any substitute or successor trustees

GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST AND GRANTOR
AGREES TO ITS TERMS.

GRANTOR:
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CENSLENSNSUSSIDENTERSE ROy
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]

LIMITED LIABILITY COMPANY ACKNC’NL !
: NOTARY PUBLIC t

¥

]

, i STATE OF WASHINGTON
) 88 ‘.MyCommlsﬁon Expires Noy, 10, 2008 ’

COUNTY OF WC,WY'\ ) .-.u-----------n-------..--l

On this  © & L day of ‘AM%JL’\- .20 3 & . before me, the undersigned
Notary Public, personal]y appeared GARY GRIMNES, of MCNEIL HOLDINGS LLC
and SUSAN GRIMNES: __ e\ e af MCNEIL HOLDINGS LLC, and personally known to me or
proved to me on the-basis of satisfactory evidence to be members or designated agents of the limited liability company
that executed the Deed:of.Trust and acknowledged the Dsed of Trust to be the free and voluntary act and deed of the
limited liability company, by authorlty of statute, its articles of organizaticn or its operating agreement, for the uses and
purpeses therein mentioned; and on oath stated that they are authprlzed to execute this Deed of Trust and in fact
exepdied the Dged of T ton bhalf of the limited liability company.

ey XA VI AACMIYS- Residing qu.&s:aﬂaﬂqﬁn_

Notary Public in and for the State of __Lu_{\ My commission expires | 1-10-

STATE OF _LA

REQUEST FOR FULL RECONVEYANCE

Ta: o < Trustee

The undersigned is the legal owner and holdar of all indebtedness secured by this Deed of Trust. You are hereby
requested, upon payment of all sums owing to you, to reconvey without warranty, ta the persons entitled thereto, the
right, title and interest now held by you under the Deed of Trust.

Date: Beneficlary:
i By:
Its:

LASER PRO Lending, Ver. 5.41.00.004 Copr. Harlarid Financial Solutions, Inc. 1997, 2008.  All Rights Reserved. -
WA cIMCERCFIMPLGO1.FG TR-15818 PR-24
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“Exhibit A”
Legal Description

The land :i'e'férréd to in this Deed of Trust is situated in the State of Washington, County
of Skagit, and is descrlbed as follows:

Lot 3 of Short Plat No 95 020, as approved May 6, 1996 and recorded May 13, 1996 in
Volume 12 of Short- Plats, pages 96 and 97, under Auditor’s File No. 9605130078,
records of Skagit County, Washington, EXCEPT beginning at the Southeast corner of
said Lot 3; thence North 2°15°20” East along the East line of said Lot 3, a distance of
44.96 feet; thence Southwesterly.-along a non-tangent curve concave to the Southeast
whose radius point bears South 29°01°07” East 52 feet through a central angle of
59°49°50” an arc distance of 54,30 feet to the South line of said Lot 3; thence South
88°50°57” East, along said South lme 25 00 feet to the Southeast corner of said Lot 3 and
the point of beginning. -

Parcel Number: P19714 & P109063 .
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