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%IT’LE UF SKAGIT COUNTY

DEED OF TRUST

DATE: July 7, 2011

Reference # (if appllcable) Additional on page
Grantor(sj: ' '
1. MALIBU PROPERTIES LLC

Grantee(s) .
1. PEOPLES BANK ;
2. Land Title Co. of Skaglt County Trustee

Legal Description: LOTS 4, 5 &'Wl]'f.Z-‘ L.OT 6, BLK 2, SUPP. PLAT OF KNUTZEN'S ADD. TO
TOWN OF BURL. noA
Additional on page 2

Assessor's Tax Parcel ID#: 4089-OO2=;.00.6-6006/P1D P72677

THIS DEED OF TRUST is dated July 7, 2011, "‘among MALIBU PROPERTIES, LLC, A
WASHINGTON LIMITED LIABILITY COMPANY. whose' address is 218 E RIO VISTA AVE,
BURLINGTON, WA 98233-2223 ("Grantor"}): PEOPLES BANK, whose mailing address is
MOUNT VERNON OFFICE, 1801 RIVERSIDE DRIVE MOUNT VERNON, WA 98273 (referred to
below sometimes as "Lender” and sometimes as® Benef' iciary”); and Land Title Co. of Skagit
County, whose mailing address is 111 E. George Hopper Rd; Burllngton WA 98233 (referred
to below as "Trustee").
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DEED OF TRUST
A L.o"_s;m_{-No: 5038418-201 {Continued} Page 3

other.method of conveyance of an interest in the Real Property. If any Grantar is a corporation, partnership or limited
Fability.-Company, transfer alse includes any change in awnership of more than twenty-five percent (25%) of the voting
stock; partnership interests or limitad liability company interests, as the case may be, of such Grantor. However, this
aption,shallntt be exsercised by Lender if such exercise is prohibited by federal law or by Washington law.

TAXES AND LIENS. The following provisions relating to the taxes and liens on the Property 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 Property free of all liens having priority over or equal to the interest of Lender under this Dead of
Trust, except for. the:lien of taxes and assessments not due and except as otherwise provided in this Deed of
Trust. ; 2

Right to Contest. Grantor may withhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the ebligation:to.pay, so long as Lender's interest in the Property is not jeopardized. If a lien arises or
is filed as a resllt-6f nonpayment, Grantor shall within fifteen (156) days after the lien arises or, if a len is filed,
within fifteen 115} days ‘aftet Grantor has notice of the filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lender cashor 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 jutigmént before énforcement against the Property. Grantor shall name Lender as an additional
obligee under any surety bond fiirnished,in the contest proceedings.

Evidence of Payment. Gréntbr shall onn demand furnish to Lender satisfactory evidence of payment of the taxes
or assessments and shall authorize the::*app_ropriate governmental official to deliver to Lender at any time a written
statement of the taxes and'_aéseg_sments__&ga_inst the Property.

Notice of Construction. Grantor-shallinotify 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
ather lien could be asserted on a¢cotint of thewivork, services, or materials. Grantor will upon reguest of Lender
furnish to Lender advance assurances.safisfagtory to Lender that Grantor can and will pay the cost of such
improvements. AR

PROPERTY DAMAGE WNSURANMCE. The fo\lowmg prbvis'lon_s relating to insuring the Property are a part of this Deed of
Trust. L F P

Maintenance of Insurance. Grantor shall procure” and maintain policies of fire insurance with standard extended
coverage endorsements on a replacement basis for the full insurable value govering alf Improvements on the Real
Property in an amount sufficient 1o avoid application of any coinsurance clause, and with a standard mortgagee
clause in faver of Lender. Grantor shall also progure 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
ligbility insurance policies. Additionally, Grantor shall maintain such other insurance, including but not limited to
hazard, business interruption, and hoiler insurance, as Lender:may. reasonably require. Policies shall be written in
form, amounts, coverages and basis reasonably acceptablé to”Lender and issued by a company or 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 thirty {30} days. prior written'notice to Lender. 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 or default of Grantor or any other person. The Real Propertyi$ arwill be located in an area designated by
the Director of the Federal Emergency Management Agency as a“special, flpod hazard area. Grantor agrees to
obtain and maintain Federal Flood Insurance, if available, for the/full unpaid principal balance of the loan and any
prior liens on the property securing the foan, up to the maximim policy limits set under the National Flood
Insurance Program, or as otherwise required by Lender, and to m'girﬁ')tain such insurance for the term of the loan.

Application of Proceeds. Grantar shall promptly notify Lender of any lpss or‘damage to the Property. Lender may
make proof of loss if Grantor fails to do so within fifteen (15} days of-the-casualty. Whather or not Lender's
security is impaired, Lender may, at Lender's election, receive and retain the procéeds of any insurance and apply
the proceeds to the reduction of tha Indebtedness, payment of any lien affetting the :Propertv, or the restoration
and repair of the Property. |f 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 Lgnder. Lender shall, upon
satisfactory 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 committed to.the repair or restoration of
the Property shall be used first to pay any amount owing to Lender under this Degd .of Trust,-then to pay accrued
interest, and the remainder, if any, shall be applied to the principal balance of the Indebtedhess. If Lender holds
any proceeds after payment in full of the Indebtedness, such proceeds shali be paid:without interest to Grantor as
Grantor's interests may appear. T ey

Grantor's Report on Insurance. Upon request of Lender, however not more than once a year; Grantor shall furnish
to Lender a report on each existing policy of insurance showing: (1) the name of the'insurer; (2).. the risks
insured; {3) the amount of the policy; {4} the praperty insured, the then current replacement valugé of such
property, and the manner of determining that value; and (5) the expiration date of the policy. .Granter shall, upon
request of Lender, have an independent appraiser satisfactory to Lender determine the cash value-replaceément cost
of the Property. S

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materially affect'Lender's intérest.in
the Property or if Grantor fails to comply with any provision of this Deed of Trust or any Related Documents; includinig
but not limited to Grantor's fallure 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, liefis, sdourity
interests, encumbrances and other claims, at any time levied or placed on the Property and paying all costs*forinsuring,: -
maintaining and preserving the Property, All such expenditures incurred or paid by Lendar for such purposés will'ther .
bear interest at the rate charged under the Note from the datae incurred or paid by Lender to the date of repayienrt by
Grantor.  All such expenses will become a part of the Indebtedness and, at Lender's option, will (A} be payable on’ .
demand; (B} be added to the balance of the Note and be apportioned among and be payable with any installment.~
payments to become due during either (1) the term of any applicable insurance poiicy; or {2} the remaining term of -~
the Note; or (C) be treated as & balloon payment which will be due and payable at the Note's maturity. The Deed. of
Trust also will secure payment of these amounts. Such right shall be in addition to all other rights and remedies ‘to

which Lender may be entitled upon Default.
MUTRARIAY

Skagit County Auditor
7/14/2011 Page 3 of 8 12:35PM
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DEED OF TRUST
~ Loan No: 5038418-201 {Continued) Page 5

__r_na:'q;ere referred to in this paragraph.

Attorpey-in-Fact. If Grantor fails to 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 attorney-in-fact for the purpose of making, executing, delivering, filing, recording, and doing all
other things as may e necessary or desirable, in Lender's sole opinion, 1o accomplish the matters referred to in
the precedlng paragraph.

FULL " PEBFORMANCE If Grantor pays all the Indebtedness when due, and otherwise performs all the obligations
|mposed upon Grantor ‘under this Deed of Trust, Lender shall execute and deliver to Trustee a request for full
reconveyance and shail execute and deliver to Grantor suitable statements of termination of any financing statement on
file evidencing. Lender § security interest in the Rents and the Personal Property. Any reconveyance fee shall be paid by
Grantor, if permitted by applicable law. The grantee in any recanveyance may be described as the "person or persons
legally entitleg thereto™, and-the recitals in the reconveyance of any matters or facts shall be conclusive proof of the
truthfulness of any suth Tatters or facts.

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

Paymeant Default; Gran‘tor faifs’te make any payment when due under the Indebtedness.

Other Defaults. Grantor farls to comply with or to perform any other term, obligation, covenant or condition
contained in this Deed of Trust or.in any of the Related Documents or to comply with or to perform any term,
obligation, covenant Orr condltmn contemed in any other agreement between Lender and Grantor.

Compliance Default. Farlure 16 Comply with any other term, obligation, covenant or conditicn contained in this
Deed of Trust, the Note orin: ‘any of the Aelated Documents,

Default on Other Payments Farlure of Grantor within the time required by this Deed of Trust to make any payment
for taxes or insurance, or any other payr_nen_t_ necessary to prevent filing of or ta effect discharge of any lien,

False Statements. Any werrdnty;___re'pre'eentation or statement made ot furnished to Lender by Grantor or on
Grantor's behalf under this Deed of Trist or the Related Documents is false or misleading in any material respect,
either now or at the time made or. fumushed ar becomes false or misleading at any time thereafter.

Defective Collateralization. This Deéd of Trust or any of tho Related Documents ceases to be in full force and
effect (including failure of any collateral: document to create a valid and perfected security interest or lien} at any
time and for any reason. ; o

Death or Insolvency. The dissolution of Grentors (regardless of whether election to continue is made), any
member withdraws from the limited liabifity’ compapy, or any other termination of Grantor's existence as a going
business or the death of any member, the insolvency of Grantor, the appointment of a receiver for any part of
Grantor's property, any assignment for the' benefit of creditors, any type of creditor workout, or the
commencement of any proceeding under any bankruptcy or insolvency laws by or against Grantor.

Creditor or Forfeiture Proceedings. Commencement of foreclosure or forfeiture proceedings, whether by judicial
proceeding, self-help, repossession or any other méthod, by any creditor of Grantor or by any governmental agency
against any property securing the Indebtedness. This includes a garnishment of any of Grantor's accounts,
including deposit accounts, with Lender. Howaever, this-Event of: Default shall not apply if there is a good faith
dispute by Grantor as to the validity or reasonableness of, the claim wh|ch is the basis of the creditor or forfeiture
proceeding and if Grantor gives Lender written noticeof:-the creditor or forfeiture proceeding and deposits with
Lender manies or a surety bhond for the creditar or forferture proceedlng, :n an amount determined by Lender, in its
sole discretion, as being an adequate reserve or bond for the dlspute :

Breach of Other Agreemant. Any breach by Grantor under the terms Df“any dgther agreement between Grantor and
Lander that is not remedied within any grace period provided thersin, mcludlng without limitation any agreement
concerning any indebtedness or other obligation of Grantor to Lender whether emstnng now of later.

Events Affecting Guarantor. Any of the preceding events accurs with respect io any Guarantor of any of the
Indebtedness or any Guarantor dies or becomes incompetent, or. revokes or drsputes the validity of, or liability
under, any Guaranty of the Indebtedness, :

Adverse Change. A material adverse change occurs in Grantor's fmancral condmon or Lender believes the
prospect of payment of performance of the Indebtedness is impaired, :

Insecurity. Lender in good faith believes itself insecure.

Right to Cure. If any default, other than a default in payment is curable and-if Grantor'has not been given a notice
of a breach of the same provision of this Deed of Trust within the preceding twelve {12} months, it may be cured if
Grantor, after Lender sends written notice to Grantor demanding cure of such defgult:” {1} cure’s the default within
fifteen {15} days; or (2} if the cure requires more than fifteen (15) days., lmmedlately initiates steps which Lender
deems in Lender's sole discretion to be sufficient to cure the default and thereaftér continyes and completes all
reasanable and necessary steps sufficient to produce compliance as soon as reasonabiv preetlcal ;

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

Election of Remedies. Election by Lender to pursue any remedy shall not exclude pursurt ef any other remedy, and
an election to meke expenditures or to take action 1o perform an obligation of Grantor under this Deed of Trust,
after Grantor's failure to perform, shall not affect Lender's right to declare a default and exercise“its:-remedies:,

Accelerate Indebtedness. Lender shall have the right at its option to declare the entire Indebtedness lmmed|ately
due and payable, including any prepayment penalty which Grantar would be required to pay,

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have the rlght to’ exercrse lts'
power of sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by" judimal
foreclosure, in either case in accordance with and to the full extent provided by applicable law. : !

UCC Remedies. With respect to all or any part of the Personal Property, Lender shall have all the rrghts and:
remedies of a secured party under the Uniform Commercial Code. 3

Collect Rents. Lender shall have the right, without notice to Grantor to take possession of and manage the",
Property and coilect the Rents, including amounts past due and unpaid, and apply the net proceeds, over end_-~-

ahove Lender's costs, against the Indebtedness. in furtherance of this right, Lender may require any tenant or

other user of the Property to make payments of rent or use fees diractly to Lender. If the Rents are collected. by’
Lender, then Grantor irrevocably designates Lender as Grantor's attorney-in-fact to endorse instruments received:in
payment thereof in the name of Grantor and to negotiate the same and collect the proceeds. Payments by tenants

or other users to Lender in response to Lender's demand shall satisfy the ohligations for which the payments are

T

Skaglt County Audltor
7/14/2011 Page § of 812:35PM
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DEED OF TRUST
- Loan No: 5038418-201 {Continued) Page 7

; __pr'eviéﬂs fiscal year in such form and detail as Lender shall requira. "Net operating income” shall mean all cash
St racerpts from the Property less all cash expenditures made in connection with the operation of the Property.

r."Caption Headnngs Caption headings in this Deed of Trust are for convenience purposes only and are not to be
usedto lnterpret or define the provisions of this Deed of Trust.

Mergar 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 benefit of Lender in any capacity, without the written consent
of Lender “

Govermng Law Thls Deed of Trust will be governed by federal law applicable to Lender and, to the extant not
preempted: bv fedetal law, the laws of the State of Washington without regard to its conflicts of law provisions.
This Dead of Trust hias:been accepted by Lender in the State of Washington.

Choice nf Venue If there is a lawsuit, Grantor agrees upon Lender's request to submit to the jurisdiction of the
courts of SKAGIT County, ‘State of Washington,

No Waiver by Lander 3 Lender shall not be deemed to have waived any rights under this Deed of Trust unless such
waiver is given:in wntmg and. 5|gnad by Lender. Mo delay or omission on the part of Lender in exercising any right
shall operate as.d waivet of such right or any other right. A waiver by Lender of a provision of this Deed of Trust
shall not prejudice or tonstitute' a waiver of Lender's right otherwise to demand strict compliance with that
provision or any other provision of this Deed of Trust. No prior waiver by Lender, nor any course of dealing
between Lender and Grantot, 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 required under this Beed of Trust, the granting
of such consent by Lender in arly instahce shall not constitute continuing consent to subsequent instances whore
such consent is required and in all cases such consent may be granted or withheld in the sole discretion of Lender.

Severability. If a court of competent jgrisdiction finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable as to any tircumstance, ;that finding shall not make the offending provision illegal, invalid, or
unenforceable as to any othier cirgumstangé. N feasible, the offending provision shall be considered moedified so
that it becormes legal, valid and erifordeable. if the offending provision cannot be so modified, it shall be
considered deleted from this Deed of Trust, . Unless otherwise required by law, the illegality, invalidity, or
unenforceahility of any provision®af- thts Deed of Trust shall not affect the legality, validity or enforceability of any
other provision of this Deed of Trust :

Successors and Assigns. Subject to- any hmrtatlons stated in this Deed of Trust on transfer of Grantor’s inferest,
this Deed of Trust shall be binding upon’and inure 1o-the benefit of the parties, their successors and assigns. H
ownership of the Property becomes vestad in‘a person other than Grantor, Lender, without notice to Grantor, may
deal with Grantor's successors with referénce to this-Dead of Trust and the Indebtedness by way of forbearance or
extension without releasing Grantor from the obiigations of this Deed of Trust ar liability under the hdebtedness.

Time is of the Essence. Time is of the esserfi:e m the performance of this Deed of Trust.

Waive Jury. All parties to this Deed of Trust he:reby waive the right to any action, proceading. or

counterclaim brought by any party against any o'thér party. (Initisl Here

Waiver of Homestead Exemption. Grantor hereby releasesx,.ah’d..w;aives all rights and benefits of the homestead
exemption laws of the State of Washington as to all Indebtedne'ss“set:ured by this Deed of Trust,

DEFINITIONS. The following capitalized words and terms shall. have the fellowmg rneanings whan used in this Deed of
Trust. Unless specifically stated to the contrary, all raferences. to dollar amounts shall mean améifnwmx}gwful money
of the United States of America. Words and terms used inthe singuldr shall include the plurgl;&ﬂd‘tl‘}ﬁ"plural shall
include the singular, as the context may require. VWords and “terms rot otherwise defmed s th‘is e ,f s) Trust shall
have the meanings attributed to such terms in the Uniform Commercral Coder :

Beneficiary. The word "Beneficiary™ means PEQPLES BANK, and rts succesaors and assigns. - In .
Borrower. The ward "Borrower”™ means MALIBU PHOPERTIES LLC and mciudes all co-signers and cq mal,kers
signing the Note and all their successors and assigns. . R ‘ P

Dead of Trust. The words "Deed of Trust" mean this Deed of Trust among Grantor Lender, and Trustee, and
includes without limitation all assignment and security interest prowsrons relatrng to the Personal Propertv and
Rents. .

Default. The word "Default” means the Default set forth in this Deed of Truet in the"’sex:tion titled "Default"

Event of Default. The words "Event of Default™ mean any of the events of. default set forth ‘in this Deed of Trustin
the events of default section of this Deed of Trust, . S

Grantor. The ward "Grantor” means MALIBU PROPERTIES, LLC.

Guarantor. The word "Guarantor” means any guarantor, surety, of accomrnoc}at:i“on par_t\f;" qf-"any or all of the
Indebtedness. :

Guaranty. The word "Guaranty” means the guaranty from Guarantor to Lender, mcludmg wrthout limitation a
guaranty of all or part of the Note. A

Improvements. The word "Improvements” means all existing and future |mprovemen'ts 'bulldlngs, ‘structures,
mobile homes affixed on the Real Property, facilities, additions, replacements and other- construction o the Real
Property. S

Indebtedness. The word "Indebtedness™ maans all principal, interest, and other amounts; costs and expenses
payable under the Note or Related Documents, together with all renewals of, extensions of, modlfrcatlons of,
consolidations of and substitutions far the Note or Related Documents and any amounts expendsd or- advanced by
Lender to discharge Grantor's obligations or expenses incurrad by Trustee or Lender to enforca -Grantor's
obligations under this Deed of Trust, together with interest on such amounts as provided in this Dzed of Trust,
Specifically, without limitation, Indebtedness includes all amounts that may be indirectly secured by the.""
Cross-Collateralization provision of this Deed of Trust,

Lender. The word "Lender" means PEQOPLES BANK, its successors and assigns,

Note. The word "Note” means the promissory note dated July 7, 2011, in the onglnal principal amount of .
$184,000.00 from Grantor to Lender, together with all remewals of, extemsions of, modificationg of;
refinancings of, consolidations of, and substitutions for the promissory note or agreement. NOTICE TO GHANTOH'
THE NOTE CONTAINS A VARIABLE INTEREST RATE. :

Personal Property. The words "Personal Property" mean all equipment, fixtures, and other articles of persdnal
property now or hereafter owned by Grantor, and now or hereaftet attached or affixed to the Real Property;
together with all accessions, parts, and additions to, all replacements of, and all substitutions for, any of such .-

P
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