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DEED OF TRUST

DATE: August 28, 20(13

Reterence # (if appllcable) Additional on page
Grantor(s): :
1. Watson Propertles a lelted Partnershlp

Grantee(s)
1. Horizon Bank :
2. Westward Financial Sennces Inc Trustee

Legal Description: ptn SW NE 18 34-4 E w. M Additional on page 2
Assessor's Tax Parcel ID#: 340418-1- __01‘_0-00“02 (P26254)

THIS DEED OF TRUST is dated August 28, 2003, among Watson Properties, a Limited
Partnership ("Grantor"); Horizon Bank, whose mailing address Is Burlington Office, PO Box
642 / 1020 South Burlington Blvd, Burlington, WA 98233 (referred to below sometimes as
"Lender" and sometimes as “Beneficiary"); and Westward Financial Services Inc, whose
mailing address is 1500 Cornwall Avenue, Bellmgham WA 98225 (referred to below as
"Trustee").
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CONVEYANGE 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 Beneficiary, all of Grantor's right, title, and interest in and to the
foflowing described.real property, together with all existing or subsequently erectsd or affixed buildings, improvements and
fixtures; all easerents, rights of way, and appurtenances; all water, water rights and ditch rights (including stock in utilities
with ditch or lrrlgatlon rights); and all other rights, royalties, and profits relating to the real proper?/ including withoutt fimitation

all minerats, oil,.gas, geothiermat and similar matters, (the "Real Property") located in Skagit County, State

of Washington

That portlon of the North 512.6 feet of the Southwest of the Northeast of Section 18,
Townshlp 34 North, Range 4 East, W.M., lying West of a line 650 feet West of and parallel
to the East line of said Southwest of the Northeast , EXCEPT the West 320 feet thereof.
Situate in the County of Skagit, State of Washington

The Real Property or its address is commonly known as NKN Freeway Drive, Mount Vernon,
WA 98273. The Real Property tax identification number is 340418-1-010-0002 (P26254)

Grantor hereby assigns as secunty to'Lender, all of Grantor's right, title, and interest in and to alf leases, Rents, and profits of
the Property. This assignment.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 collect
the Rents and profits, which"license may be- revoked at Lender’s option and shall be automatically revoked upon acceleration
of all or part of the Indebtedness.:

THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS
AND PERSONAL PROPEFITY 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 TRUSTIS GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:

GRANTOR'S REPRESENTATIONS AND WARRANTIE_S. Grantor wanants that: (a) this Deed of Trust is executed at
Borrower's request and not at the requést of Lerer; . (b) Grantor has the full power, right, and authority to enter into this
Deed of Trust and to hypothecate the Property; ..(c) the: provisions of this Deed of Trust do not conflict with, or result in a
default under any agreement or other instrument blnding upon Grantor and do not result in a violation of any law, regulation,
court decree or order applicable to Grantor; (d)‘Grantor has established adequate means of obtaining from Borrower on a
continuing basis information about Borrower's financiat condmon and () Lender has made no representation to Grantor
about Borrower {including without limitation the credrlworﬂ'uness of Borrower}.

GRANTOR'S WAIVERS. Grantor waives all nghts or defenses arising by reason of any "one action* or "anti-deficiency” law,
or any other law which may prevent Lender from bringing any action against Grantor, including a claim for deficiency to the

extent Lender is otherwise entitled to a claim for deficiency, before or after Lender's commencement or completion of any

foreclosure action, either judicially or by exercise of a power of sale.

PAYMENT AND PERFORMANCE. Except as otherwisé provided in thls Deed of Trust, Borrower shall pay to Lender all
Indebtedness secured by this Deed of Trust as it becomes due, and Borrower and Grantor shall strictly perform all their
respective obligations under the Nots, this Deed of Trust, and the Related Documents.

POSSESSION AND MAINTENANCE OF THE PROPERTY. Borower and Grantor agree that Borrower's and Grantor's
possession and use of the Property shall be governed by the following prov:stons

Possession and Use. Until the occurrence of an Event of Defauﬂ Grantor nay, (1) remain in possession and control of
the Property; (2) use, operate or manage the Property; and (3)Collect the Reftts from the Property (this privilege is a
license from Lender to Grantor 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 prim'ipally for agriculturat purposes.

Duty to Maintain. Grantor shall maintain the Property in tenamabla condmon and promptly parform all repairs,
replacements, and maintenance necessary to preserve its value. ;

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisahce rior commnt permlt or suffer any stripping of

or waste on or to the Property or any portion of the Property. Without limiting the generality of the foregoing, Grantor wil}

not remove, or grant 10 any other party the right to remove, any timber, minerals (|nc|ud|ng oil and gas), coal, clay,
scoria, soil, gravel or rock products without Lender’s prior written consent. . ;

Removal of Improvements. Grantor shall not demolish or remove any Improvements from the Real Property 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 Improvements with Improvements of-at jeast equal vaiue.

Lender’'s Right to Enter. Lender and Lender's agents and representatives may enter upon the’ ‘Rea Property at ali
reascnable 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 promptty comply, and shall prompﬂy cause compliance
by all agents, tenants or other persons or entities of every nature whatsoever who rent, lease or otherwise use or occupy
the Property in any manner, with all laws, ordinances, and regulations, now or hereatter in.effect,.of all governmental
authorities applicable 1o the use or occupancy of the Property, including without iimitation, the Amencans With Disabilities
Act. Grantor may contest in good faith any such law, ordinance, or regulation and withhold cornpllance dunng any
proceeding, including appropriate appeals, so long as Grantor has nofified Lender in writing prior_to domg 50 apd so
long as, in Lender’s sole opinion, Lender’s interests in the Property are not jeopardized. Lender may - reqmre Grantor to
post adeguate security or a surety bond, reasonably satisfactory to Lender, to protect Lender's mterest

Duty to Protect. Grantor agrees neither to abandon or leave unattended the Property, Grantor shall do all other acts |n:_
addition to those acts set forth above in this section, which from the character and use of the Property are reasonably
necessary to protect and preserve the Property.

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lender's option, (A) declare immediately due and payable aII ;
sums secured by this Deed of Trust or (B) increase the interest rate provided for in the Note or other document-evidericing’
the Indebtedness and impose such other conditions as Lender deems appropriate upon the sale or transfer, without Lender's -
prior written consent, of all or any part of the Real Property, or any interest in the Real Property. A “sale or transfer' means the .
conveyance of Real Property or any right, titte or interest in the Real Property; whether legal, beneficial or equitable; whether.
voluntary or involuntary; whether by outright sale, deed, instaliment sale contract, land contract, contract for deed, leasehold™ .-
interest with a term greater than three (3) years, lease-option contract, or by sale, assignment, or fransfer of any beneficial-
interest in or to any land trust holding tile to the Real Property, or by any other method of conveyance of an interest in the
Real Property. If any Grantor is a corporation, partnership or limited liability company, transfer also includes any change in
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" oﬁrné_r_sﬁ'i'pf."bf more than twenty-five percent (25%) of the voting stock, parinership interests or limited liability company
interests; as the case may be, of such Grantor. However, this option shall not be exercised by Lender if such exercise is
prohibited by federal law or by Washington law.

TAXES AND 'LI'E_NS. The following provisions relating 1o the taxes and liens on the Property are part of this Deed of Trust:

Payment. Grantor shall pay when due {(and in all evertts prior to delinguency) all taxes, special taxes, assessments,
‘charges (in¢luding water and sewer), fines and |mposmons levied against or on account of the Property, and shall pay

when dueall 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 1o the interest of Lender under this Deed of Trust,

exciapt fof the'lienof taxes and assessments not due, except for the Existing Indebtedness referred to beiow, and except
as otherwise provided in this Deed of Trust.

Right to Confest. Grantor may withhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the gbligation-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 norpayment, Grantor shall within fifteen (15) days after the lien arises or, if a lien is filed, within fiftoen
(15) days after Grantor-has notice of the filing, secure the discharge of the lien, or if requested by Lender, deposit with
Lender cash or.a sufﬂclent ‘corparate surety bond or other security satisfactory to Lender in an amount sufficient to
discharge the lien-plus: any costs. and attomeys’ fees, or other charges that could accrue as a result of a foreclosure or
sale under the lien. In any contdst, Grantor shall defend itself and Lender and shall satisfy any adverse judgment before
enforcement against the Property Grantor shail name Lender as an additional obliges under any surety bond fumished

in the contest proceedmgs : .

Evidence of Payment. Grantor shali upon demand furnish to Lender satisfactory evidence of payment of the taxes or
assessments and shali'authorize’ the appropriate governmental official to deliver to Lender at any time a written statement
of the taxes and assessments against the Property.

Notice of Construction. Gramor shall notnfy Lender at least fifteen (15} days before any work is commenced, any
services are furnished, or ahy materials are’ supplied to the Property, if any mechanic's lien, materialmen’s lien, or other
lien could be asserted on account of the work, services, or materials. Grantor will upon request of Lender furnish to

Lender advance assurances satlsfactory o ‘Lender that Grantor can and will pay the cost of such improvements.

PROPERTY DAMAGE INSURANCE. : The followmg prawsrons relating to insuring the Property are a part of this Deed of
Trust,

Maintenance of Insurance, Gramor, shall-_PrDcure and maintain policies of fire insurance with standard extended
coverage endorsements on a fair value basis for the full insurable value covering all Improvements on the Real Property
in an amount sufficient to avoid application of any coinstirance clause, and with a standard mortgagee clause in favor of

Lender. Grantor shall also procure and maintain comprehensive general liability insurance in such coverage amounts as
Lender may request with Trustee and Lender bging 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 reasonably require. Policies shall be written in form, amounts coverages and basis
reasonably acceptable 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 cerificates of insurance in form
satisfactory to Lender, including stipulations that coverages will npt'be cancelled or diminished without at least ten (10)
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. Should

the Real Property be located in an area designated by the. Directar of the:Federal Emergency Management Agency as a
special flood hazard area, Grantor agrees to obtain and maintain Federal Flood Insurance, if available, within 45 days
after notice s given by Lender that the Property is locaied.in a special’ flood hazard area, for the full unpaid principal
balance of the toan and any prior lisns on the property securing the loan, up te the maximum policy limits set under the

National Flood Insurance Program, or as otherwise required by Lsnder and to rnaintain such insurance for the term of
the loan.

Application of Proceeds. Grantor shall promptly notify Lender of any loss oF damage to the Property. Lender may
make proof of loss if Grantor fails to do so within fifteen (15) days of the casualty. Whether or not Lender’s security Is
impaired, Lender may, at Lender's election, receive and retain the proceeds of any insurance and apply the proceads to

the reduction of the Indebtedness, payment of any lien affecting thie, Property,.of “tfie. restoration and repair of the

Property. If Lender elects to apply the proceeds to restoration and repair,"Grantor shall repair or replace the damaged or

destroyed improvermnents in a manner satisfactory to Lender. Lsnder shall, upﬁn 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 withini 180 days after their receipt and which

Lender has not committed to the repair or restoration of the Property shall be used first to pay any amount owing to

Lender under this Deed of Trust, then to pay accrued interest, and the remainder, it any, shall be applied to the principal

balance of the Indebtedness. If Lender holds any proceeds after payment in full “&f the 1ndebtedness such proceeds

shall be paid without interest to Grantor as Grantor’s interests may appear.

Compliance with Existing Indebtedness. During the pericd in which any Existing Indabtedness descnbed below is in
sffect, compliance with the insurance provisions contained in the instrument svidencing stch Existing Indabtedness shall
constitute compliance with the insurance provisions under this Deed of Trust, to the extent compllance wnth the terms of
this Deed of Trust would constitute a duplication of insurance requirement. If any proceeds from this insurance become
payable on loss, the provisions in this Deed of Trust for division of proceeds shali apply onty to that pomon 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 shall furnish to
Lender a report on each existing policy of insurance showing: (1) the name of the insuser; (2). the-risks indured; (3)
the amount of the policy; {4) the property insured, the then current replacement value of such property; and the mariner
of determining that value; and (5) the expiration date of the policy. Grantor shall, upon request of Lender; havs an
independent appraiser satisfactory to Lender deterrnine the cash valus replacement cost of the Property.

LENDER'S EXPENDITURES. If any action or proceedang is commenced that would materially affect Lender‘s Jntsrest in 1he
Property or if Grantor fails to comply with any provision of this Deed of Trust or any Related Documents, ingluding but not =
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 arly .+ ¢
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, encumbrances and other’ © -
claims, at any time levied or placed on the Property and paying alf costs for insuring, maintaining and preserving the Preperty. & -~
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 date of repayment by Grantor. Al such expenses will become a part of me r
Indebtedness and, at Lender’s option, will (A] be payable on demand; (B} be added to the balance of the Note and be -
apporhoned among and be payable with any installment payments to become due during etther (1) the term of any
applicable insurance policy; or (2) the remaining term of the Note; or {C) be treated as a balloon payment which will be due
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arrd:rgeyeblé 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 entitied upon Default.

-WARRANTY, DEFENSE OF TITLE. The following provisions relating to ownership of the Property are a part of this Deed of
TrusL :

}Tme. Grantor warrants that. (a) Grantor holds good and marketabls tile of record to the Property in fee simpls, free
‘and clear of aII liens and encumbrances other than those set forth in the Real Property description or in the Existing
Indebtednéss: section below or in any tittle insurance poiicy, 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, power, and authority to
exstute: and déliver this Deed of Trust to Lender.

Defense. of Ttle Subjec’i 1o the exception in the paragraph above, Grantor warrants and will forever defend the title to
the Property against the lawful claims of all persons, In the event any action or proceeding is commenced that questions
Grantor's title of the interdst of Trustes or Lender under this Deed of Trust, Grantor shall defend the action at Grantor's
expense. Grantor may be“the nominal pary in such proceeding, but Lender shall be entitled to participate in the
proceeding and 1o:be répresénted in the proceeding by counset of Lender's own cholce, and Grantor will deliver, or
cause to be dellvered 1o Lender such instruments as Lender may request from time to time to permit such participation.

Compliance With Laws. Granter warrants that the Property and Grantor's use of the Property complies with all existing
applicable laws, ordinances, and regulahons of governmental authorities,

Survival of Represematlons and Warranties. All representations, warranties, and agreements made by Grantor in this
Deed of Trust shall survive the éxecution and delivery of this Deed of Trust, shall be continuing in nature, and shall
remain in full force and: effect unm siich time as Borrower’s Indebtedness shall be paid in full.

EXISTING INDEBTEDNESS. The followrng prowsmns conceming Existing Indebtedness are a part of this Deed of Trust:

Existing Lien. The lien of thrs Deed of ‘Trust securing the Indebtedness may be secondary ard inferior fo an existing
lien. Grantor expressly covenants and agreés o pay, or see 0 the payment of, the Existing Indebtedness and to prevant
any default on such indebtedness, any-defailt under the instruments evidencing such indebtedness, or any default
under any security documents for such mdebiedness

No Medification. Grantor shall not enter into.any ‘agreement with the holder of any mortgage, deed of trust, or other
security agreement which has priority over: 1his Deed of Trust by which that agreement is modified, 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 prror written consent of Lender.

CONDEMNATION. The following provisions relatrng 10 condemnatron proceedings are a part of this Deed of Trust:

Proceedings. If any proceeding in condemnatlon 15 illed Grantor shall promptly nofify Lender in writing, and Grantor
shall promptly take such steps as may be nécessary to defend the action and oblain the award. Grantor may be the
nominal party in such proceeding, but Lender shall-be entitled to participate in the proceeding and to be represented in
the proceeding by counsel of its own choice all at Grantor's expense, and Grantor will deliver or cause to be delivered to
Lender such insttuments and documentation as rnay be requested by Lender from time to time to permit such
participation.

Application of Net Proceeds. If ali or any part of the Property is condemned by eminent domain proceedings or by any
proceeding or purchase in lieu of condemnation, Lender may at-its ‘alection require that all or any portion of the net
proceeds of the award be applied to the Indsbtedness or the repair or festoration of the Property. The net proceeds of
the award shall mean the award after payment of all reasonable costs, expenses and attorneys’ fees incurred by Trustee
or Lender in connection with the condemnation.

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVEFINMENTAL AUTHORITIES The following provisions relating to
govemmental taxes, fees and charges are a part of this Deed of Trust: !

Current Taxes, Fees and Charges. Upon request by Lender, Gran’tor shall execute such documents in addition to this
Deed of Trust and lake whatever other action is requested by Lender to perfect'and continue Lender’s lien on the Real
Property. Grantor shall reimburse Lender for all taxes, as described below, together with all expenises incurred in
recording, perfecting or continuing this Deed of Trust, including wrthout Irmltatron aIl taxes fees, documentary stamps,
and other charges for recording or registering this Dead of Trust. -

Taxes. The following shall constitute taxes to which this section applies: (1) a: specrﬁc tax upon this type of Deed of
Trust or upon all or any part of the Indebtedness secured by this Deed of Trust, (2) a specific tax on Borrower which
Borrower is authorized or required to deduct from payments on the Indebtedness secured 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 all or any portion of the Indebtedness or on payments of principal and interest: made by Borrower

Subsequent Taxes. If any tax to which this section applies is enacted subsequent to the dale of this Deed of Trust, this
event shall have the same effect as an Event of Default, and Lender may exercise any orall of its dvajlable remedies for
an Event of Default as provided below unless Grantor either (1) pays the 1ax before. it becomes-delinquent, or (2)

contests the tax as provided above in the Taxes and Liens section and deposits wﬂh Lender cash or a sufficient
corporate surety bond or other security satisfactory to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions relating to thus Deed of Trust as a security
agreement are a part of this Deed of Trust;

Security Agreement. This instrument shall constitute a Security Agreement to the extent any of the Propeny constrtutes
tixtures, and Lender shall have all of the rights of a secured party under the Uniform Commercial Code as amended from
time to time.

Security Interest. Upon request by Lender, Grantor shall executs flnancmg staternents and take whatever other action
is raquested by Lender to parfect and continue Lender's security interest in the Rents and Personal Préperty. [nvaddition,
to recording this Deed of Trust in the real property records, Lender may, at any time and without further autl'lpnzatron__
from Grantor, file executed counterparts, copies or reproductions of this Deed of Trust as a financing statament. ‘Grantor

shall reimburse Lender for all expenses incurred in perfecting or continuing this security interest. Upon default, Grantor . .
shall not remove, sever of detach the Personal Property from the Property. Upon default, Grantor shall agsamble any . i
Personal Property not affixed to the Property in a manner and at a place reasonably convenient to Grantor apd Lendar:, -

and make it available to Lender within three {3) days after receipt of written demand from Lender to the extent permltted
by applicable law.

Addresses. The mailing addresses of Grantor (debtor) and Lender (secured party) from which information concernlng
the security interest granted by this Deed of Trust may be obtained {each as required by the Uniform Commercial Code)

are as stated on the first page of this Deed of Trust.
FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provisions relating to funher assurances and
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Funher Assurances. At any fime, and from time to time, upon request of Lender, Grantor will make, executa and
¢ ;- Ogliver, or will cause to be made, executed or delivered, to Lender or to Lender's designee, and when requested by
_kender: cause to be filed, recorded, refiled, or rerecorded, as the case may be, at such timss and in such offices and
“ places-as. Lender may deem appropriate, any and all such morigages, deeds of trust, security deeds, security
agreements; financing statements, continuation stalements, instruments of further assurance, certificates, and other
dotuments as may, in the sole opinion of Lender, be necessary or desirable in order to effectuate, complete, perfect,
‘coptinue, or preserve (1)  Borrower's and Grantor's obligations under the Note, this Deed of Trust, and the Related
Documents, and {2) the liens and security interests created by this Deed of Trust on the Property, whether now owned
ofhereafter ‘acqiired by Grantor. Unless prohibited by law or Lender agrees to the contrary in writing, Granter shall
relmbursé Lender fer all costs and expenses incurred in connection with the matters referred to in this paragraph.

Attorney-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-ln-fact for the purpose of making, executing, delivering, filing, recording, and doing all other things

as may be necessary OF deswable in Lender's sole opinion, to accomplish the matters referred to in the preceding
paragraph.

FULL PERFORMANCE. It Borrower pays all the Indebtedness when due, and otherwise performs all the obligations imposed
upon Grantor under this Deed of Trust;.Lender shall executs and deliver to Trustee a request for full reconveyance and shall
execute and deliver to Grantor suitable statements of termination of any financing statement on file evidencing Lender's
security interest in the Rents and the Personal Property, Any reconveyance fee shall be paid by Grantor, if permitted by
applicable law. The grantee i any recofiveyance may be described as the *person or persons legally entitied thereto”, and
the recitals in the reoonveyance of any matters ot facts shall be conclusive proof of the truthfulness of any such matters or
facts.

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

Payment Default. Borrower far(s & make any payment when due under the Indebtedness.

Other Defaults. Borrower or Grantorfarls 10 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 or condition contained in any other agreement between Lender and Borrower or Grantor,

Compliance Default. Failure 1o comply with any ‘other term, obligation, covenant or condition contained in this Deed of
Trust, the Note or in any of the Related Documents. If such a failure is curable and if Borrower or Grantor has not been
given a notice of a breach of the same provision of this Déed of Trust within the preceding twelve (12) months, it may be
cured {and no Event of Default will have occurred) if Borrower or Grantor, after Lender sends written notice demanding
cure of such failure: (a) cures the failure within thirty (30) days; or (b) if the cure requires more than thirty (30) days,
immediately initlates steps sufficient to cure the' failure and thereafter continues and completes all reasonable and
necessary steps sufficient to produce compliance as soon as reasonably practical.

Default on Other Payments. Failure of Grantorwithin the time requirad by this Deed of Trust to make any payment for
taxes or insurance, or any other payment necessary to prevent filing of or to effect discharge of any lien.

False Statements. Any warranty, representation of statement made er fumished to Lender by Borrower or Grantor or
on Borrower's or Grantor's behalf under this Deed of Trust.or the Related Documents is false or misleading in any
material respect, either now or at the time made or furnished or bacomes felse or misleading at any time thereafter.

Defective Collateralization. This Deed of Trust or any of the Flelated If)ocuments ceases 10 be in full force and effect
(including failure of any collateral document to create a vahd and perfected securlty interest or lien) at any time and for
any reason.

Death or Insolvency. The dissolution or termination of Borrower's er Granter's existence as a going business or the
death of any pariner, the insolvency of Borrower or Grantor, the appointment of a tecsiver for any part of Borrower’s or
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 Borrower or-Grantor.

Creditor or Forfeiture Proceedings. Commencement of torecloeure or forfe!ture ‘proceedings, whether by judicial
proceeding, self-help, repossession or any other method, by any creditor-ef Borrower or Grantor or by any governmental
agency against any property securing the Indebtedness. This includes a gamrshment of .any of Borrower's or Grantor's
accounts, including deposit accounts, with Lender. However, this Event of Default shall not apply if there is a good faith
dispute by Borrower or Grantor as to the validity or reasonableness of the ¢laim which-is the basis of the creditor or
forfeiture proceeding and i Borrower or Grantor gives Lender written notice of the creditor-or forfelture proceeding and
deposits with Lender monies or a surety bond for the creditor or forfeiture proceedlng, in. an amount determined by
Lender, in its sole discretion, as being an adequats reserve or bond for the dispute......~ .

Breach of Other Agreement. Any breach by Borrower or Grantor under the terms. ef any other .agreement between
Borrower or Grantor and Lender that is not remedied within any grace period provided therein, inciuding without

limitation any agreement conceming any indebtedness or other obligation of Borrower or Grantor 10 Lencler whether

existing now or later.

Events Affecting Guarantor. Any of the preceding svenis occurs with respect to""any Gkuara_r;ior-*of any of the
Indebtedness or any Guarantor dies or becomes incompetent, or revokes or disputes the validity.of, or liability under,
any Guaranty of the Indebtedness. In the event of a death, Lender, at its opuon may, but shall‘not be.required o,
permit the Guaranior's estate to assume unconditionally the obligations arising under the guaranty in & manner
satisfactory to Lender, and, in doing so, cure any Event of Default.

Adverse Change. A material adverse change occurs in Borrower's or Grantor's financial condatlon of Lender bel:eves
the prospsct of payment or performance cof the Indebtedness is impaired. .

Insecurity. Lender in good faith bslieves itself insecure.

Existing Indebtedness. The payment of any installment of principal or any interest on the Existing Indeb’redness is not

made within the time required by the promissory note evidencing such indebtedness, or a default occiars: undér “the .7,
instrumentt securing such indebtedness and is not cured during any applicable grace pericd in such rnstrument or any
suit or other action is commenced to foreclose any existing lien on the Property.

Right to Cure. f such a failure is curable and Iif Borrower or 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 (and no Event of Befauit © -
will have occurred) if Barrower or Grantor, after Lender sends written notice demanding cure of such failure: (&) cures'

the failure within thirty (30) days; or (b} if the cure requires more than thirty (30) days, immediately initiates steps

sufficient to cure the failure and thereafter continues and completes all reasonable and necessary steps sufficient; 16"
produce compliance as soon as reasonably practical.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under this Daed of Trust, at any time thersafter, .. '

\rrrrrrrrrrrrrrrrrrrrr\rrrrw




S DEED OF TRUST
“ Loan No: 1060000064 (Continued) Page 6

Trust ] or Lender may exercise any one or more 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
election to make expenditures or to 1ake action to parform an obligation of Grantor under this Deed of Trust, after
Gramor ) fallure to perform, shall not affect Lender’s right to declare a default and exercise its remedies.

‘Acceierate Indebtedness. Lender shall have the right at its option to declare the entire Indebtedness immediately due
and payable, |nclud|ng any prepayment penalty which Borrower would be required fo pay.

Foreclosure. Witfi respect to all or any pan of the Real Property, the Trustee shall have the right to exercise its power of
sale and to foréclose by notice and sale, and Lender shall have the right to foreclose by judicial foreclosurs, in sither
case in acoordanca with and to the full extent provided by applicable law.

uce Remedies. With respect to all or any part of the Personal Property, Lender shall have all the rights and remedias of
a secured-party under the-Uniform Commercial Code.

Collect Rents. Lendsr shallhave the right, without notice to Borrower or Grantor to take possession of and manage the
Property and collect the Rents, including amounts past due and unpaid, and apply the net proceeds, over and above
Lender’s costs, against the Indebtedness in furtherance of this right, Lender may require any tenant or other user of the
Proparty to make payments of rent or use fees directly to Lender. If the Rents are collected by Lender, then Grantor
irevocably designates Lender.as Grantor's atiomey-in-fact to endorse instruments received in payment thereof in the
name of Grantor and to negetiate the same and collect the proceeds. Payments by tenants or other users to Lender in
response to Lender’s demand. ¢hall satisfy the obiigations for which the payments are made, whether or not any proper
grounds for the demand exlsted Lender may exercise its rights under this subparagraph either in person, by agent, or
through a receiver.

Appoint Receiver. Lender shall have the nght o have a receiver appointsd to take possession of all or any part of the
Property, with the power to:protect and:preserve the Property, 1o operate the Property preceding or pending foreclosure

or sale, and to collect the Rents from the' Property and apply the proceeds, over and above the cost of the receivership,
against the Indebtedness. The recaiver may serve without bond if permitted by law. Lender's right 1 the appointrment

of a receiver shall exist whether-or not'the apparent value of the Property exceeds the Indebtedness by a substantial
amount. Employment by Lender shaJI not d|squahfy a person from serving as a receiver.

Tenancy at Sufferance. If Grantor remalns in possessmn of the Property after the Property is sold as provided above or
Lender otherwise becomes entifled 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 Lenders option, either (1) pay a
reasonable rental for the use of the Property, or (2) vacate the Property immediately upon the demand of Lender.

QOther Remedies. Trustes or Lender shall have any other right or remedy provided in this Deed of Trust or the Note or
by law.

Notice of Sale. Lender shall give Grantor reasonabla notice of the time and place of any public sale of the Personal
Property or of the time after which any private sale or other intended disposition of the Personal Property is to be mads.
Reasoniable notice shall mean notice given at least:ten (10) days before the time of the sale or disposition. Any sale of
the Personal Property may be made in conjunction:with any sale of the Real Property.

Sale of the Property. To the extent permnted by appllcable law, Borrower and Grantor hersby waives any and all rights
to have the Property marshalled. In exercising its rights and rémedias, the Trustee or Lender shall be free to sell all or
any part of the Property together or separately, in one sale or by separale sales. Lender shall be entitled to bid at any
public sate on all or any portion of the Property.

Attorneys’ Fees; Expenses. If Lander institutes any smt or action’ tQ enforce any of the terme of this Deed of Trust,
Lender shall be entitled to recover such sum as the court may adjudge reasenable as attomeys’ fees at trial and upon
any appeal. Whether or not any court action is involved, and-t0 thé extent not prohibited by law, all reasonable
expenses Lender incurs that in Lenders opinion are necessary at'any time:for the protection of its interest or the
enforcement of its rights shall bacome a part of the Indebtedness payable on demand and shall bear interest 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' fees and Lender's legal expenses, whether or not
there is a lawsuit, including attomeys’ fees and expenses for bankruptcy ‘proceedings (including efforts to modify or
vacate any automatic stay or injunction), appeals, and any anticipated-postjudgiment collection services, 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 permitted by applicable law: Grantor also will pay any court costs, in
addition to all other sums provided by law.

Rights of Trustee. Trustee shall have all of the rights and duties of Lender as: set forth in thas sectlon

POWERS AND OBLIGATIONS OF TRUSTEE. The following provisions relating té-the: powers and obligations of Trustee
{pursuant fo Lender's instructions) are part of this Deed of Trust:

Powers of Trustee. |n addition to all powers of Trustee arising as a matter of law, Trustae shall have the power to take
the following actions with respect to the Property upon the written request of Lender and Granter: _(a) join in prepanng
and filing a map or plat of the Real Property, including the dedication of streets or other rights to: the public, (b) join in
granting any easement or creating any restriction on the Real Property; and (c) joiri-in_any subordlnatlon or other
agresment affecting this Deed of Trust or the interest of Lender under this Deed of Trust. .

Obiligations to Notify. Trustee shall not bs obligated to nofify 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 uniess reqmred by
applicable law, or unless the action or proceeding is brought by Trustee,

Trustee. Trustes shall meet all qualifications required for Trustes under applicable law. In addmon to the nghis ‘and
remedies sel forth above, with respect to all or any part of the Property, the Trustee shall have the ifight to foreclose by
notice and sale, and Lender shall have the right to foreclose by judicial foreclosurs, in either case in accordance wﬂh and
to the full extent provided by applicable law. ‘-

Successor Trustee. Lender, at Lender’s option, may from time to time appoint a successor Trustee to any Trustee
appointed under this Deed of Trust by an instrument executed and acknowledgad by Lender and recorded:-in the offica. :
of the recorder of Skagit County, State of Washington. The instrument shall contain, in addition to all other. matiers -
required by state law, the names of the original Lender, Trustee, and Grantor, the book and page or the Auditor's File - -
Number where this Deed of Trust is recorded, and the name and address of the successor trustee, and the instrument .
shall be executed and acknowledged by Lender or its successors in interest. The successor trustee, without conveyance © .-
of the Property, shall succeed to all the title, power, and duties conferred upon the Trustee in this Deed of Trust and by
applicable 'aw. This procedurs for substitution of Trustee shall govern to the exclusion of all other prowsnons ior
substitution. ’

NOTICES. Subject to applicable Jaw, and except for notice required or allowed by law to be given in ancther manner, any
notice required to be given under this Deed of Trust, including without limitation any notice of default and any notice of sale

T
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) shall be gwen in writing, and shall be effective when actually delivered, when actually received by telefacsimile {(unless
otherwise required by law), when deposited with a nationally recognized avemight courier, or, if mailed, when deposited in
the United-States mail, as first class, certified or registered mail postage prepaid, directed to the addresses shown near the
beglnnmg of-this Deed of Trust, All copies of notices of foreclosure from the holder of any lien which has pricrity over this
Deed.of Trust shalt be sent to Lender's address, as shown near the beginning of this Deed of Trust, Any party may change its
address for noticgs under this Deed of Trust by giving formal written notice to the other parties, specifying that the purpose of
the riptice is to ghange the party’s address. For notice purposes, Grantor agrees 1o keep 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 Lender to any Granlor is deemed to be notice given to all
Grantors. ="

MISCELLANEOUS PROVISIONS The following miscellaneous provisions are a part of this Daed of Trust:

Amendments. This Deed of Trust, together with any Related Documents, constitites the entire understanding and
agreement of the parties as to the matters set forth in this Deed of Trust. No alteration of or amendment to this Deed of
Trust shall be effective urless. glven in writing and signed by the party or parties sought to be charged or bound by the
alteration or amendment E

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 recsived 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 expendrtures made in connection with the operation of the Property.

Caption Headings. Captlon headmgs ifi this Deed of Trust are for convenience purposes only and are not to be used to
interpret or define the provrsrons of this” Deed of Trust.

Merger. There shall be noimérger of the interest or estate created by this Deed of Trust with any other interast or estate
in the Property at any time held by or for. the beneﬂt of Lender in any capacity, without the written consant of Lender.

Governing Law. This Deed: of Trust wilt be: governed by, construed and enforced In accordance with federal law
and the laws of the State of Washlngton This Deed of Trust has been acceplted by Lender in the State of
Washington.

Choice of Venue. If therzis a Iawsurt Grantor agrees upon Lender’s request to submit to the jurisdiction of the courts of
Whatcom County, State of Washington:* :

Joint and Several Liability. Al oblrgatrons of Borrower and Grantor under this Deed of Trust shall be joint and several,
and all refersnces to Grantor shall mean each arnd every Grantor, and all references to Borrower shall mean each and
every Borrower. This means that each Borrpwer and Grantor signing below is responsible for all obligations in this Deed
of Trust. Where any one or more of the parties is a.corporation, partnership, limited liability company or similar entity, it is
not necessary for Lender to inquire into the powers of any of the officers, directors, partners, members, or other agents
acting or purporting 1o act on the entity’s behalf, ahd any obligations made or created in reliance upon the professed

exarcise of such powers shall be guaranteed under: thls Deed of Trust.

No Waiver by Lender. Lender shall not be deemed to have waived any rights under this Deed of Trust unless such
waiver is given in writing and signed by Lender. No-defay or omigsiorn on the part of Lender in exercising any right shall

operate as a waiver of such right or any other right. A waiver-by Lender of a provision of this Deed of Trust shall not
prejudice or constitute a waiver of Lender's right otherwise to‘demand.sirct compliance with that provision or any other

provision of this Deed of Trust. No prior waiver by Lender, hor-any course of dealing between Lender and Grantor, shall

constitute a waiver of any of Lendar's rights or of any of Grantor's objigations as to any future transactions. Whenever
the consent of Lender is required under this Deed of Trust, the granting of such consent by Lender in any instance shall

not constitute continuing consent to subsequent instances where such- consent ls reqmred and in all cases such consent
may be granted or withheld in the sole discretion of Lender. ™~

Severability. If a count of competent jurisdiction finds any provrsron of thls Deed of Trust to be iliegal, invalid, or
unenforceable as to any circumstance, that finding shall not ‘make the oﬂendlng provision illegal, invalid, or
unenforceable as to any other circumstance. If feasibie, the offending provision shall be considered modified so that it
becomes legal, valid and enforceabls. |If the offending provision carinot.be 50 modified, it shall be considered delsted
from this Deed of Trust. Unless otherwise required by law, the illegality, mvalrdity of unenforceabllny of any provision of
this Deed of Trust shall not affect the legality, validity or enforceability of ary other provrsron of this Deed of Trust.

Successors and Assigns. Subject to any limitations stated in this Deed of Trust on transfer of Grantor's interest, this
Deed of Trust shall be binding upon and inure to the benefit of the parties, their successors and assigns. If ownership of
the Property becomes vested in a person other than Grantor, Lender, without notice to Grantor, may deal with Grantor’s
successors with reference to this Deed of Trust and the Indebtedness by wayof. forbearance or extension without
releasing Grantor from the obligations of this Deed of Trust or liability under the Indebtedness

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

Waive Jury. All parties to this Deed of Trust hereby waive the right to any jury trial in any aotion, proceeding, or
counterclaim brought by any party against any other party.

Waiver of Homestead Exemption. Grantor hereby releases and waives all ngrts and benefrts of the homestead
exemption laws of the State of Washington as to all indebtedness secured by this Deed of Trust

DEFINITIONS. The following capitalized words and terms shall have the following meanings when- USed in thls Desd of Trust.
Unless specifically stated to the contrary, all references to dollar amounts shall mean amounts in fawful morigy of the United
States of America. Words and terms used in the singular shalf include the plural, and the plural shall include-the sirigular, as
the context may require. Words and terms not otherwise defined in this Deed of Trust shall have the meamngs attrrbuted to
such terms in the Uniform Commercial Code:

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

Borrower. The word "Borrower" means Genesis Management Group, LLC, and all other persons and entmes srgnrng
the Nate in whatever capacity.

Deed of Trust. The words "Deed of Trust" mean this Deed of Trust among Grantor, Lender, and Trustee, and mcludes :;i':
without limitation all assignment and security interest provisions relating to the Personal Property and Rents. -~ =" =7 ¢

Default. The word "Default" means the Default set forth in this Deed of Trust in the section fitled *“Defauit*.

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

Existing Indebtedness. The words "Existing Indebtedness" mean the indebtedness described in the Existing Lier_)e"""
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; 'guﬁr_ahtor. The word "Guarantor' means any guarantor, surely, or accommodation party of any or all of the
LR _.--"Indebtedness

E Guaranty The word "Guaranty” means the guaranty from Guarantor to Lender, including without limitation a guaranty of
allor: part of the Note.

Improvements The word "Improvements” means all existing and future improvements, buildings, structures, mobils
‘homes affixed on the Real Property, facilities, additions, replacements and other construction on the Real Property.

Indebtednees Trig word "Indebtedness” means all principal, interest, and other amounts, costs and expenses payable
under the-Noteor. Related Documents, together with all renewals of, extsnsions 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. obhgatlons o expenses incurred by Trustee or Lender to enforce Grantor's obligations under this Deed of
Trust, together with mterest on such amounts as provided in this Deed of Trust.

Lender. The word "Lender" means Horizon Bank, its successors and assigns,

Note. The word "Note! means the promissory note dated August 28, 2003, in the original principal amount
of $75,000.00 from Borrower to Lender, together with all renewals of, extensions of, modifications of, refinancings of,
consolidations “of,- ‘and: Substititions for the promissory note or agresement. NOTICE TO GRANTOR: THE NOTE
CONTAINS A VARIABLEINTEHEST RATE.

Personal Property. The words *Personal Property” mean all equipment, fixtures, and other articles of personal property
now or hereafter owned:by Grantor;-and now or hereafter attached or affixed to the Real Property; together with all
accessions, parts, and:additions to, all replacements of, and all substitutions fer, any of such praperty; and together with
all issues and profits thereon:and procéieds {including without limitation all insurance proceeds and refunds of premiums)
from any sale or other disposition of the Property,

Property. The word "Properﬁ' means EGﬂeciiver the Real Property and the Personal Property.

Real Property. The words “Real Proper‘(y mean the real property, interests and rights, as further described in this Deed
of Trust.

Related Documents. The words "Flelated Documents” mean all promissory notes, credit agreements, loan agreements,
guaranties, security agresments, “morigages,” deeds of trust, security deeds, collateral mortgages, and afl other
instruments, agreements and documents, whither now or hereafter existing, executed in connection with the
Indebtedness; provided, that the erwrronmental mdemnrty agreements are not "Related Documents” and are not secured

by this Deed of Trust.

Rents. The word “Rents” means all present and future rents revenues, income, issues, royalties, profits, and other
benefits derived from the Property. .

Trustee. The word "Trustee" means Westward Flnancml Services Inc, whose mailing address is 1500 Comwall Avenue,
Bellingham, WA 98225 and any substitute or suocessor trustess.

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

GRANTOR:

Bradicy W Watson, General Pariner of Watson Proparties, a Limitéd -
Partnership

Tina M. Sager
My Commission Expires
PARTNERSHIP ACKNOWLEDGMENT I::y
STATE OF [4)144?@,«/_( ]f_" ) S e

o u . State of Washington
COUNTY OF ()j ety R N@taryPubhc

On this e, E"+L\ day of &kk—(—r&uﬁ-—d‘_ 20 O3 before ‘me, the undersmned

Notary Public, personally appeared Edward J Watsorl]lll of Watson Propertles, a lelted Partnership, and personally
krown to me or proved to me on the basis of satisfactory evidence to be a of the partnership that executed-the Deed of Trust
and acknowledged the Deed of Trust to be the free and voluntary act and deed of the partnership, by 'al'.rthority of statute _or

its Partnership Agreement, for the uses and purposes therein mentioned, and on oath stated that he or sha is authonzed to
exacute this Deed of Trust and in fact executed the Deed of Trust on behalf of the partnership. .

o T PL dMH Residing at M {zv.f le

Notary Public in and for the Stafe/ of V‘*’A' My commission expires /4
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| PARTNERSHIP ACKNOWLEDGMENT mﬁfmm—
STATE OF L&, .A-JWM: ) Zf;gﬁ
counmr OF: 9’) }LM/J\L' : = mg;ﬁfgﬁg )
On this :,? £ 4 L\’ day of Ly QL' 20 C 3 . before me, the undersigned

Notary Publig, personally appeared Bradley W Watson of Witsen Propertles, a LimHed Partnershlp, and parsonally known
to me or proved to me.on the'basis of satisfactory evidenceo be a of the partnership that executed the Deed of Trust and

acknowledged the Deed of Trust'to be the free and voluntary act and deed of the partnership, by authority of statute or its
Parinership Agresment,-for the uses and purposes thersin mentioned, and on oath stated that he or she is authorized to
execute this Deed of Trust’ a 'd in fact executed the Deed of Trust on behalf of the partnership.

By 7;_-—« T”L - Residing at / I’UH’W—QL c.&fw

Notary Public in and for the S e“i')f‘ A My commission expires

REQUEST FOR FULL RECONVEYANCE
To: , Trustee

The undersigned is the legal owner and holder of alt mdebtedness secured by this Deed of Trust. You are hersby requested,
upon payment of all sums owing to you, 1o reconvay wnhout warranty, to the persons entiled thereto, the right, title and
interast now held by you under the Deed of Trust

Date: S F E Beneficiary:
u. E i o ; g By:
Its:
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