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DEED OF TRUST

DATE: April 8, 2002

Reference # (if appllcable) 95000077 Additional on page
Grantor{s):
1. Liberty Holdnngs L LC.:

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

Legal Description: Lot 4, City of Burlmgton Short Plat No. BU-9-00 Additional on page
Assessor's Tax Parcel ID#: 4077- 138—007—0400

THIS DEED OF TRUST is dated April 8, 2002, among Liberty Holdings L.L.C., a Washington
Limited Liability Company, whose address is 22397 -Buison Rd, Mount Vernon, WA 98273
("Grantor"); Horizon Bank, whose mailing address is.Cornwall Office, 1500 Cornwall/PO Box
580, Bellingham, WA 98227-0580 (referred to below sometimes as "Lender” and sometimes
as "Beneficiary"); and Westward Financial Services Inc, whose mailing address is 1500
Cornwall Avenue, Bellingham, WA 98225 (referred to below as "Trustee").
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__;CONVEYANCE AND GRANT. For valuable consideration, Granior 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 easaments, rights of way, and appurtenances; alt water, water rights and ditch rights (including stock in utilities
with-ditch or irrigation rights); and all other rights, royalties, and profits relating to the real proj erty, including without limitation
all minerats, oil,'gas, gecthermal and similar matters, (the "Real Property") Iocal%dp in Skagit County, State

of Washington.

Lot & Crty of. Burlmgton Short Plat No. BU-9-00, approved June 15, 2001, and recorded
June .19, 2001, under Auditor's File No. 200106190006, records of Skagit County,
Washington, belng a portion of Lot 7, Block 138, "FIRST ADDITION TO BURLINGTON",
Volume 3 of Plats, Page 11, records of Skagit County, Washington. Situated in the State
of Washtngton County of Skagit.

The Real Property or’ ‘its ‘address is commonly known as 1237 Liberty Lane, Burlington, WA
98233. The Real Property tax identification number is 4077~138-007-0400

Grantor hereby assigns as secunty 1o Lender, all of Grantor's right, tille, and intersst in and to all leases, Rents, and profits of
the Property. This assignment is recorded:in accordance with RCW 85.08.070; the lien created by this assignment is intended
to be specific, perfected and thodte upon the recording of this Daed of Trusl. Lender granis 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 ASSiGﬂMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS
AND PERSONAL PROPEFIT‘I' 15 GIVEN-TO SECURE (A) PAYMENT OF THE INDEBTEDNESS AND
PERFORMANCE OF ANY AND AI.L OBLIGATIONS UNDER THE NOTE, THE RELATED DOCUMENTS, AND THIS DEED
OF TRUST. THIS DEED OF TRUST IS GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Except as. etherwise provided in this Deed of Trust, Grantor shall pay to Lender all
amounts secured by this Deed of Trust as-théy become-due, and shall strictly and in a timely manner perform all of Grantor's
obligations under the Nole, this Deed of Trust; and the 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: .~

Possession and Use. Uniil the occurrence, of an Event of Default, 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 privilege is a
license fram Lender to Grantor automatically revoked upon default). The follewing provisions relate to the use of the
Property or to other limitations on the Preperty. The Real Property is not used principally for agricultural purposes.

Duty to Maintaln. Grantor shall maintain the: P'roperty in tenantable condition and promptly perform all repairs,
replacements, and maintenance necessary to preserve its value.:

Compliance With Environmental Laws. Grantor rapresents and warrants to Lender that: {1) During the period of
Grantor's ownership of the Property, there has been no uss, generation, manufacture, storage, treaiment, disposal,
release or threatened release of any Hazardous Substance by any person on, under, about or from the Property: (2)
Grantor has no knowledge of, or reason to believe that-.thers has been, excepl as previously disclosed to and
acknowledged by Lender in writing, ()} any breach or violation of any Environmental Laws, (b) any use, generation,
manufacture, storage, treatment, disposal, release or threatened- release_of any. Hazardous Substance on, under, about
or from the Property by any prior owners or occupants of the Property, or “(c) any actuat or threatened litigation or
claims of any kind by any parson relating to such matters; and (3).Excepl as previousty disclosed to and acknowledged
by Lender in writing, (a) neither Grantor nor any tenant, contractor, -agent or other authorized user of the Property shalt
use, generate, manutacture, stors, treal, dispose of or release any. Hazardows Substance on, under, about or from the
Property; and (b} any such activity shall be conducted in compliahce with all’ applicable federal, state, and local laws,
regulations and ordinances, including without limitation all Environmenfal*Laws. Grantor authorizes Lender and its
agents to enter upon the Property to make such inspections and tests, at Grantor's. expenss, as Lender may deem
appropriate to determine compliance of the Property with this section of the Deed of Trust. Any inspections or tests
made by Lender shall be for Lender's purposes only and shall not be construed to create any responsibility or liability on
the part of Lender to Grantor or to any other person. Tha representalions and warranties contained herein are based on
Grantor's dus diligence in investigating the Property for Hazardous Substances:® Grantor hereby (1) releases and
walves any futura claims against Lender for indemnity or contribution in the event.Grantor betomes liable for cleanup or
other costs under any such laws; and (2} agrees to indemnify and hold harmless Léndér against any and all claims,
losses, liabilities, damages, penalties, and expenses which Lender may directly or indirectly sustain or suffer resulting
from a breach of this section of the Deed of Trust or as a consequence of any uss, 'generaho'n. manufacture, storage,
disposal, release or threatened release occurring prior to Grantor's ownership or interest in the Property, whether or not
the same was or should have been known lo Grantor. The provisions of this section of the Deed of Trust, including the
obligation to indemnify, shall survive the payment of the Indebtedness and the safisfaction snd reconveyance of the lien
of this Deed of Trust and shall not be affected by Lender's acquisition of any interest in the Property whethar by
tareclosure or otherwise.

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance nor commit, perrnrt oF sutfer -any strlppmg of
or waste on or to the Property or any porlion of the Property. Without limiting the generality of the forsgoing; Grantor will
not remove, or grant to any other parly the right Yo ramove, any limber, minerals (including m! and gas) coal clay,
scoria, soll, gravel or rock products without Lander’s prior written consent.

Removal of Improvements. Grantor shall not demolish or remove any Improvements from the Real Property wrthout
Lender’s prior writtart consent. As a condltion o the removal of any Improvements, Lender may require Grantar o make
arrangemants satisfactory to Lender to replace such Improvements with Improvements of at least equal vatue : :

Lender's Right fo Enter. Lender and Lenders agents and representatives may enter upon the Ftem Propeny at’ aII
reasonable times fo attend to Lender's interasts and 1o inspect the Real Property for purposes of Grantor's complrance;-‘
with the terms and conditions of this Deed of Trust.

Compllance with Governmental Requirements. Grantor shalt promptly comply, and shall prompftly cause opmphanoe, o
by all agants, tenants or other persons or entities of every nature whatsoever who rent, lease or otherwise use or ocgupy

the Property in any manner, with all laws, ordinances, and regulations, now or hereatfter in effect, of all governmental--
authorities applicable to the use or occupancy of the Property, including without limitation, the Americans With Disabjlitios

Act. Grantor may contast in good faith any such 'aw, ordinance, or regulation and withhold compliance during any i
proceeding, including appropriate appeals, 50 long as Grantor has notified Lender in writing prior to doing s0 and so
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o leng as, in Lender's sole opinion, Lender's interests in the Property are not jeopardized. Lender may require Grantor to
£ pgst adeq uate security or a surety bond, reasonably satisfactory to Lender, to protect Lender's interest.

Duty lo Prolect Grantor agrees neither to abandon or leave unattended the Property. Grantor shall do all other acts, in
addition to-these 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.

TAXES AND LlENS 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. waler 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-tha ‘Property. free of all tens having priority over or equal to the interest of Lender under this Desd of Trust,
except for.the lien pf 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, or claim in connection with a good faith
dispute over the obligation 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 nonpaymenl Grantor shall within fifteen (15) days after the lien arises or, if a lien is filed, within fifteen
(15) days after Grantor has niotice of the filing, secure the discharge of the lien, or if requested by Lender, deposit with
Lender cash or'a sufficient corporate surety bond or other security salisfactory to Lender in an amount sufficient to
discharge the lien plus any costs'and aftorneys’ 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 salisfy any adverse judgment before
enforcement against the’| Properiy Granlor shall namg Lender as an additional obligee under any surety bond furnished
in the contest proceedmgs

Evidence of Payment. Grantor shall upon demand furnish to Lender salisfactory evidence of payment of the faxes or
assessments and shall authorize the appropriate governmantal official to deliver to Lender at any fime a writien stalement
of the taxes and assessments’ agamst the Property.

Notice of Construction. Grantor shall: notlfy Lender at lsast fifteen (15) days before any weork is commenced, any
services are furnished, or any mgterials are supplied to the Property, if any mechanic's lien, materialmen’s lisn, or other
lien could be asserted on account-of the work, services, or materials. Granlor will upon request of Lender furnish to
Lender advance assurances sahsfactory to Lender that Grantor can and will pay the cost of such improvements.

PROPERTY DAMAGE INSURANCE. The followmg prowswns relating to insuring the Property are & part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure afd 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-Coinsurance clause, and with a standard morlgagee clause in favor of
Lender. Grantor shall also procure and maintain comprehensive general liability insurance in such coverage amounts as
Lender may request with Trustee and Lender being named as additional insureds in such lisbility insurance policies,
Additionally, Grantor shall maintain such other insurance, including but not limiled to hazard, business interruption, and
boiler insurance, as Lender may reasonably reduite. Policles shall be written in form, amounts, coverages and basis
reasonably acceptable lo Lender and issued by 4 company or cémpanies reasonably acceptable to Lender. Grantor,
upon request of Lender, will deliver to Lender from fime lo"time: the policies or cerlificates of insurance in form
sallsfactory lo Lender, including stipulations that coverages will ot be cancelled or diminished without at least fen (10)
days prior written notice to Lender. Each insurance policyalse™ shall mclude an endorsement providing that coverage in
favor of Lender will not be |mpaared in any way by any act,;omission;or’ default of Grantor or any other person. Should
thg Real Property be located in an area designated by the_Director of the Faderal Emergency Management Agency as a
special flood hazard area, Granfor agrees to obtain and maintain’ Fedsral.Flood Insurance, if available, within 45 days
after notice is given by Lender that the Properly is located in.a. special fiood-hazard area, for the full unpaid principal
balance of the loan and any prior liens on the properly securing the-fogn; g to ‘the maximum pollcy limits set under the
National Flood Insurance Program, or as ctherwise required by Lender and to malnialn such insurance for the term of
the loan.

Applicalion of Proceeds. Granior shall promptly notify Lender of any Ioss or damage fo the Property. Lender may
make proof of loss if Grantor fails to do so within fifteen (15) days of the Casually. ~Whether or not Lender's security is
impaired, Lender may, at Lender’s election, recelve and retain the proteeds of dny 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. It Lender elacts to apply the proceeds ta restaration and repair, Grantor shall rep'alr or replace the damaged or
destroyed Improvements in a manner satisfactory to Lender. Lender shall, upon satisfactory proof of such expendilure,
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 withifi*TB0 days aflgr their receipt and which
Lender has not committed to the repair or restoialion 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 tha remainder, if any, shall be applied to the principal
balance of the Indebtedness. [t Lender holds any proceeds after payment in full of Ihe Indebtedness such proceeds
shall be paid without interest to Grantor as Grantor's interests may appear.

Grantor’s Report on Insurance. Upon request of Lender, however not more than onca a’ year Grantor shall furnish to
Lender a report ot 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 replacemsant value of such. propeﬂy, and the manner
of determining that value; and (5) the expiration date of the policy. Grantor shall, upon . request of Lender, have an
independent appraiser satisfactary to Lender determine the cash value replacement cost of the' Proparty 3

LENDER’S EXPENDITURES. If any action or proceeding is commenced that would materially atfect Lendars |nlerest in the
Property or if Grantor fails to comply with any provision of this Deed of Trust or any Related Documents; including but not
limited to Grantor's failure to 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 ény action that Lender
deems appropriate, inciuding but not limited to discharging or paying all taxes, liens, securlly interests, encumbrances and
other claims, at any time levied or placed on the Property and paying all costs for insuring, maintaining and: preserving the

Property. All such expenditures incurred or paid by Lender for such purposes will then bear interest at the rategharged™,
under the Note from the date incurred or paid by Lender to the dale of repayment by Grantor. All such expenses.will become
a part of the Indebledness 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 instaliment payments to become due during either (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 and payabls at the Note's maturity. The Deed of Trust also will secure payment of these amounts. Such right sha'll be in- . o iy

addition to all other righls and remedies to which Lender may be entitled upon Default.

WARRANTY; DEFENSE OF TITLE. The following provisions relating {o cwnership of the Property are a part of this Deed of.

Trust:

Title. Grantor warrants that: {a) Grantor holds good and markelable title of record to the Property in fee simple, free

|
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i and clear of all Yiens and encumbrances other than those set forth in the Real Property description or in any tile
¢ 7.~instrance policy, litle report, or final fitle opinion issued in faver of, and accepted by, Lendar In connection with this Deed
i K___of Trust, and (b) Grantor has the full right, power, and authority lo execute and deliver this Deed of Trust to Lender.

Defense ot-Tille. Subject to the exception in the paragraph above, Grantor warrants andg will forever defend the title to
the Property agains! the lawful claims of all persons. |n the event any action or proceeding is commenced that Guestions
i Grantor's litle or the interest of Trustes or Lender under this Deed of Trust, Grantor shall defend the action at Grantor's
* expense. Grantor may be the nominal parly in such proceeding, but Lender shall be entilled to participate in the
gproceedrng and io be represented in the proceading by counsel of Lender's own choice, and Grantor will deliver, or
cause to be delivered to Lender such instruments as Lender may raquest from time to time to permit such participation.

Compllance wrrh Lews Grantor warrants that the Property and Grantor's use of the Property complies with all existing
applicable laws, ordinances, and regulations of governmental authorities.

Survivat of Flepresentellons and Warrantles. All representalions, warranties, and agreemants made by Grantor in this
Deed of Trust shall survive the execution and delivery of this Deed of Trust, shall be conlinuing in nature, and shall
remain in full force and aﬁact until such time as Grantor's Indebledness shall be paid in full.

CONDEMNATION., The followmg provrsmns relating to condemnation proceedings are a part of this Deed of Trust:

Proceedings. -if any pruceedlng in condemnation is filed, Grantor shall promptly notify Lender in writing, and Grantor
shall prompilly take such steps as may be necessary to defend the aclion and obtain the award. Grantor may be the
nominal party in such proceeding, but Lender shall be entitled to parlicipate in the proceeding and to be represented in
the proceeding by counsel.of its-own.choice all at Grantor's expense, and Grantar will deliver or cause to be delivered to
Lender such lnstruments and documentanon 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 condemned by eminent domain proceedings or by any
proceeding or purchase in lieu of condemnation, Lender may at ils election require that all or any portion of the net
proceads of tha award be applied to the Wndebledness or the repair or restoration of the Property. The net proceeds of
the award shall mean the award after payment of all reasonable costs, expenses, and attorneys’ tess incurmed by Trustee
or Lender in connection with the condemnatron

IMPOSITION OF TAXES, FEES AND._CHARGE__S BY GOVERNMENTAL AUTHORITIES. Tho following provisions ralating to
governmental taxes, fees and charges are a.part of this Deed of Trusk:

Current Taxes, Fees and Charges. -,Upon__re.qu_est by Lender, Grantor shall execute such documents in addition to this
Deed of Trusl and take whatever other action is requested by Lender to perfect and confinue Lender's lien on the Real
Property, Grantor shall reimburse Lender: for all taxes; as described below, together with all expenses incutred in
recording, perfecting or continuing this Dged’of Trust, including without limitation all taxes, fees, documentary stamps,
and other charges for recording or reglslanng this Dead of Trust.

Taxes. The following shall constitute taxes fo which this section applies: (1) a specific tax upon this lype of Deed of
Trust or upon all or any parl of the Indebledness secured by this Deed of Trust; (2) a specific tax on Grantor which
Grantor is authorized or required to deduct from payments on the Indebledness secured by this type of Deed of Trust;
{3) a tax on this type of Deed of Trust chargeabla dgainst the Lerider 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 Grantor,

Subsequen! Taxes. If any tax to which this section appliesiis enacted subsequent to the date of this Deed of Trust, this
event shall have the same effect as an Event of Default, &nd-Lender may exercise any or al of its available remedies for
an Event of Default as provided below untess Grantor either (1} .pays the tax before it becomes delinquent, or (2)
contests the tax as provided above in the Taxes and Liens sechon and deposrts with Lender cash or a sufficient
corporate surety bond or other security satisfaclory to Lender, s

SECURITY AGREEMENT; FINANCING STATEMENTS. The followmg prowsrons reiatmg to this Deed of Trust as a security
agreement are a part of this Deed of Trust:

Security Agreement. This insirument shall constitute a Security Agreement ro the extent any of the Property constitutes
fitures, and Lender shall have all of the rights of a secured party under the Unlfnrm Commerclal Code as amended from
time to time.

Security Interest. Upon request by Lender, Grantor shall execute ﬁnancnng slatements and take whatever other 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 records, Lender may, at dny tims and without further authorization
from Grantor, file executed counterparls, copiss or reproductions of this Deéd of Trust ds & financing statsment. Grantor
shall reimburse Lender for all expenses incurred in parfecting or continuing ‘this. securlty intergst. Upon default, Grantor
shall not remove, sever or detach the Personal Properly from the Property. “Upon‘default, Grantor shall assemble any
Personal Property not affixed to the Property in a manner and at a place reasonably cénvenient to Grantor and Lender
and make it available to Lender within three (3) days after receipt of written demand from Lender to tha extent permitted
by applicable law.

Addresses. The mailing addresses of Grantor (debtor) and Lender {secured party) frem whlch rnlorrnatlon concerning
the security interest granted by this Deed of Trust may be abtained (each as required by the Unlform Commerclal Code)
arg as stated on the first page of this Deed of Trust.

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provisions relating Io funher assuranees and
attorney-in—fact are a part of this Deed of Trust:

Further Assurances. Al any lime, and from time to tims, upon request of Lender, Grantor wnl meke. execute and
deliver, or will cause to ba made, executed or deliverad, to Lender or to Lender’s designee, and when requested by
Lender, cause to be filed, recorded, refiled, or rerecorded, as the case may be, at such times and'in-$uch:-offices and
places as lender may deem appropriate, any and all such morigages, deeds of irust, security deeds, Security
agreements, financing statements, continuation statements, instruments of further assurance, certificates, and other
documents as may, in the sole opinion of Lender, be necessary or desirable in order to effectuale,’complete,: perfect,
continue, or preserve (1} 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 as first and prior liens on the Property whether. now owped
or hereafter acquired by Grantor. Unlass prohibited by law or Lender agrees to the contrary in writing;. Grantor-shall -
reimburse Lender for all costs and expenses incurred in connection with tha matters referred to in this paragraph:™ - -

Attorney-in—Fact. If Granter fails to do any of the things referred lo in the preceding paragraph, Lender may do so idru -
and in the name of Grantor and at Grantar's expense. For such purpases, Granlor hergby 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 be necessary or desirable, in Lender's sole opinion, to accomplish the matters referred to in the precedlng
paragraph.

FULL PERFORMANCE. If Grantor pays all the Indebledness when dus, and otherwise performs &ll the obligations imposed

L
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upon Grantor under this Deed of Trust, Lender shall execute and deliver to Trustee a request for full reconveyance and shall
execute “and_deliver to Granlor suitable statements of termination of any financing statement on file evidencing Lender's
‘security irterest in the Rents and the Personal Property. Any reconveyance fee shall be paid by Grantor, if permitted by
applicable-taw:. The grantes in any reconveyance may be described as the "person of persons legally entitied theseto”, and
the recitals in lhe reconveyance of any matters or facls shall be conclusive proof of the truthfulness of any such ma‘rters or
facls;

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

Payment Default Grantor tails to make any payment when due under the Indebtedness.

Other Defaults.”.Grantor fails o comply with or to perform any other term, obligation, covenant or condition contained in
this Dead.ot Trust.or iff any of the Related Documenis or to comply with or to perform any term, obligation, covenant or
condition contained |n any‘other agreement between Lender and Grantor.

Compliance Default. Fallure to comply with any other lerm, obligation, covenant or condition contained in this Deed of
Trust, the Note of in dny of the Related Documents. 1f such a failure is curable and if Grantor has not been given &
notice of a bredch-of the same provision of this Dead of Trust within the preceding twelve {12) months, it may be cured
{and no Event of Default will have. ovecurred) if Grantor, after Lender sends written notice demanding cure of such failure:
(a) cures the fallure within fifieen:(15) days; or (b} if the cure requires more than fifteen (16) days, immediataly iniliates
steps sufficient to cure the failure and thereafter continues and completes all reasonable and necessary steps sufficient
to produce compliance-ds soon.as teasonably practical.

Defau!t on Other Payments. Failliré-of Grantor within the time required by this Deed of Trusl to make any payment for
taxas or insurance, or any other payment necessary fo prevent filing of or to effect discharge of any lien.

False Stalemenis. Any wartanly, representation or statement made or furnished to Lender by Grantor or on Grantor’s
behalf under this Deed of Trust or the Related Dacuments is false or misleading In any material respect, either now or at
the time made or furnished or becomes falsa or misleading at any time thereafter.

Detective Collateralization. This Deed of Trust or any of the Relaled Documents ceases to be in full torce and eftect
(including failure of any collateral.; document to create a valid and perfected security interest or ien) at any time and for
any reason. .

Death or Insolvency. The dlssolullon of Grantors (regardless of whether election to continue is made), any membar
withdraws from the limited liability corhpany,:or &ny other lermination of Grantor's existence as a going business or the
death of any membar, the insclvency of Grantor, the appointment of a recsiver for any part of Grantor's property, any
assignment for the benefit of creditors, any fypé of creditor workout, or the commencement of any proceeding under any
bankrupticy or insolvency laws by or against Granter, -

Creditor or Forfeiture Proceedings. Commencement of foreclosure or forfeiture proceedings, whether by judicial
proceeding, seli-help, repossession or any other method, by any credilor of Granter or by any governmental agency
against any property securing the Indebtednass. “This includes a garnishment of any of Grantor's accounts, including
deposit accounts, with Lender. However, this Event.of Default shall not apply if there is a good faith dispute by Grantor
as to the validity or reasonablenesss of the claim which is the basis of the creditor or forfelture proceeding and if Grantor
gives Lender writien notice of tha creditor or forfeiture proceeding and deposils with Lender monies or a surety bond for
the craditor or forfeiture proceeding, in an amount determmed by Lender, in its sole discrelion, as being an adequate
rasarve or hond for the dispute,

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

Events Affecting Guarantor. Any of the preceding events occurs with respect to any guarantor, endorser, surety, or
accommodation party of any of the indebtedness or any guaranter,;endorser; surety, or accommodation party 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 optian, may, but shall not be required to, permit the guarantor's estate to assume
unconditionally the obligations arising under the guaranty in a manner satlsfactory 1o Lender, and, in doing so, cure any
Event of Default.

Adverse Change. A material adverse change occurs in Grantor's financial condillon or, Lander believes the prospect of
payment or performance of the Indebltedness is impaired.

Right to Cure. If such a failure is curable and if Grantor has not been given a nohce of a breach of the same provision
of this Deed of Trust within the preceding twelve (12) months, it may be cufed (and no Event of Default will have
occurred) if Grantor, after Lender sends written notice demanding cure of such failure: .¢d) cures the failure within fiftean
(15) days; or (b) if the cure requires more than fifteen (15) days, immediately inifiates steps sufficignt to cure the failure
and thereafter continues and completes all reasonable and necessary steps sufﬁment to produne ccmpllance &s soon as
reasonably practical.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under this Deed of Trust mat any time thereafter,
Trustee or Lender may exercise any one or more of the following rights and remedies: e

Election of Remedies. Eleclion by Lender to pursue any remedy shall not exclude pursuit of+ any olher remedy, and an
elaction to make expenditures or to take action to perform an obligation of Grantor under.this Degd-of Trust, after
Grantor's faifure to perform, shall not affect Lender's right to declare a default and exercise its femedies. )

Accelerate Indebtedness. Lender shall have the right at its option to declare the entira Indebtedness mmeduately due
and payable, including any prepayment penalty which Grantor would be required to pay.

Foreclosure. With respect to all or any part of the Real Properly, the Trustee shall have the right tu gxercise its powar of
sale and o foraclose by notice and sale, and Lender shal! have the right lo foreclose by judicial foreclosure. 4n elther
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 rights and remedles oi'“';-
a secured parly under the Uniform Commercial Code.

Collect Rents. Lender shall have the right, without notice fo Granlor to take possession of and manage Ihe Prqperty-‘
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'Property- .~
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 attorney-in-facl to endorse instruments recaived in payment thereof in the name of
Grantor and to negotiale the same and collect the proceeds. Payments by tenants or other users to Lender in response

fo Lender's demand shall satisty the obligations for which the payments are made, whether or not any proper grounds -
for the demand existed. Lender may exercise its rights under this subparagraph either in person, by agent, or through a "
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* receiver.

P Appolnt Recelver. Lender shall have the right to have a receiver appointed fo take possession of all or any part of the
~Proparty; with the power to protect and preserve the Property, to operate the Property preceding or pending foreclosura
" or'sale;-and to collsct the Rents from the Property and apply the proceeds, over and above the cost of the receivership,
Against the [ndebledness. The receiver may serve without bond if permitted by law. Lender's right to the appointment
: of a receivér shall exist whether or not the apparent value of the Property excesds the indebtedness by a substantial

“ amount. Empluymenl by Lender shall not disqualify a person from serving as a receiver.

Tenancy at‘Sufférance. If Granlor ramains in possession of the Property after the Property is sold as provided above or
Lender .otherwlse becomes entiled to pessession of the Properly upon default of Grantor, Grantor shall become a
tenant “at Ssulferarice: of Lender or the purchaser of the Property and shall, at Lender's option, either (1) pay a
reasonabie rental for the use of the Properly, or (2) vacate the Property immediately upon the demand of Lender.

Other Remedles Trustee or Lender shall hava any other right or remedy provided in this Deed of Trust or the Note or
by law. :

Notice of Sale. Lender shall give Grantor reasonable notica of the time and place of any public sale of the Personal
Proparty or of the time-after which any privale sale or other intended disposition of the Persanal Property is to ba mads.
Reasonable nofice shall>mean notice given at least ten (10) days before the tima of the sale or disposition. Any sale of
Persanal Property may be made in conjunction with any sale of the Real Property.

Sale of the Property. To lhe extent permitied by applicable law, Grantor hereby waives any and all rights to have the
Property marshalled. Ip-exercisingits.righis and remedies, the Trustee or Lender shall be free to seil all or any part of the
Property together or separately, in.one’ sale or by separate sales. Lender shall be entitled to bid at any public sala on all
ar any porlion of the Propedy

Aftorneys’ Fees; E(penses. It Lander institules any suil or action to enforce any of the terms of this Deed of Trust,
Lender shall be entitied to. recover such' sum as the court may adjudge reasonable as attorneys’ fees at trial and upon
any appeal. Whether or not-any court.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 lime for the protection of its interest or the
enforcement of its rights shall become’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 attorneys* fees -arid expenses for bankrupicy proceadings (including efforts to modify or
vacale any automatic stay or injunclion), appseals, and any anticipaled posl—judgment collection services, the cost of
searching records, oblaining title reports: {including foreclosure reports), surveyors’ reports, and appraisal fees, title
insurance, and fess for the Trustes, to the extgnt permrﬂed by applicable law. Grantor also will pay any court costs, in
addition to afl other sums providad by law,”

Rights of Trustee. Trustee shall have all o rhe nghts and dutfies of Lender as set forth in this section.

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

Powers of Trustee. In addition to all powers of Trustee arising as'a matter of law, Trustee shall have the power to take
the following actions with respect to the Property upon the written request of Lender and Grantor: (&) join in preparing
and filing a map or plat of the Real Property, including the dedication'of sireets or other nghts to the public; (b) join in
granting any easement or creating any restriction on the'Real Property; and (c) join in any suberdination or other
agreement affecting this Deed of Trust or the interest of Lender under this Deed of Trust.

Obligations 1o Nolify. Trustes shall not be obligaled lo‘nptify a__ny”h}h’er party of & pending sale under any other trust
desd or lien, or of any action or proceeding in which Grantor, Lender, .or Truslea shall be a parly, unless required by
applicable law, or unless the action or proceeding is brought by Trustes.

Trustee. Trustee shall meet all quatifications required for Trustee’ under appllcable law. In addition to the rights and
remedies set forth above, with respect to all or any part of the Property, the Trustee shall have the right to foreclose by
nctice and salg, and Lender shall have the right to foreclose by judicral forectosurs, in either case in accordance with and
to the full extent provided by applicable law. ;

Successor Trusiee. Lender, at Lender's option, may from time to trme appolnt a successor Trustee to any Trustee
appointed under this Deed of Trust by an instrument executed and acknowledged By Lender and recorded in the office
of the recordar of Skagit County, Slale of Washington. The instrument shall contain; in addition to all other matters
required by state law, the names of the original Lender, Trustee, and Grantof, the book and page or tha Auditor's File
Number where this Deed of Trust is recorded, and the name and address of the succeassor trustee, and the instrument
shall ba executed and acknowledged by Lender or its successors in interest. “The-successor trustee, without conveyance
of tha Property, shall succeed to all the title, power, and duties conferred upoi-the Trustee iri this Deed of Trust and by
applicable law. This procedure for substitution of Trustes shall govern to the exciuslon of all other provisions for
substitution.

NOTICES. Subject to appllcable law, and except for notice required or allowed by law to be grven In another manner, any
notice requirad to be given under this Deed of Trust, including without limitation any notice of detautt and any naotice of sale
shall be given 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 overnight courier, or, if mailed; when deposited in
the United States mall, as first class, certified or registerad mail postage prepaid, directed to the-addressés shown near the
beginning of this Deed of Trust. All copies of notices of foreciosure from the holder of any lien, which has priority over thls
Deed of Trust shall be sent to Lender’s address, as shown near the beginning of this Deed of Trust. Any party. may-change its
address for notices under this Deed of Trust by giving formal written notice to the other parties, specifying-that the purpose of
the nolica is to change the party’'s address. For notice purposes, Grantor agrees lo keep Lender informed at alf times of
Grantor's current address. Subject to applicable law, and except for notice required or allowed by law o be given in-another
manner, if there is more than one Grantor, any notice given by Lender to any Grantor is deemed fo ba nobce_ grven te all
Grantors. .

MISCELLANEQUS PROVISIONS. The following miscellanecus provisions are a part of this Deed of Trust

Amendments. This Deed of Trusl, together with any Related Documents, constitutes the entire understandlng and i
agreement of the parties as to the matters set forth in this Deed of Trust. No alteration of or amendment fo this Deed: of
Trust shall be affective unless given in writing and signed by the party or parties sought to be charged or bound by the
alteration or amendment.

Annual Reports. If the Property is used for purposes other than Grantor's residence, Grantor shall furnish to Lender.uu_.. o

upon request, a cerlified statement of net operating income received from the Property during Grantor's previous:fiscal-
year in such form and detall as Lender shall require. "Net operating income™ shall mean all castr receipts irom the
Property less all cash expenditures made in connection with the operation of the Property.
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F .c'ai;_ﬂfih Headings. Caplion headings in this Deed of Trust are for convenience purposes only and are not to be usad to
¢ " Interpret or define the provisions of this Deed of Trusi.

Merger. There shall be no merger of the interest or estate created by this Deed of Trust with any other interest or estate
inf the Properfy at any lime held by or for the benefit of Lender in any capacily, without the written consent of Lender.

fGoveming Law This Deed of Trust will be governed by, construed and enforced In accordance with federal law
‘and the lawsg of the State of Washinglon. This Deed of Trust has been accepted by Lender in the Siate of
Washmglon =

Cholce.of Vente.. If there is a lawsuit, Grantor agrees upon Lender's request to submit to the jurisdiction of the courts of
Skagit Counly, .State of Washmgton

No Waiver by Lender. Lender shall not be deemed to have waived any rights under this Deed of Trust unless such
waiver is-given in writing-and signed by Lender. No delay or omission 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
prejudlce or constitute a waiver of Lender's right otherwise to demand strict compliance with that provision or any other
pravisian of this Dead of Trizst;, No pricr waiver by Lender, nor any course of dealing between Lender and Grantor, shall
constitute a waiver of any of ender's rights or of any of Granlor‘s obligations as to any future transaclions. Whenever
the consent of Lander is raquirgd-under this Deed of Trust, the granting of such consent by Lender in any instance shall
not constitute confinuing consent-to subsequent instances where such consent is required and in all cases such consent
may be granted or wﬂhheld in. the sole discrelion of Lender.

Severability. If a coud of cernpelent jurisdiction finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable as to“any .tirgumstance, thal finding shall not make the offending provision illegal, invalid, or
unenforceable as to any other’ clrcumstance if feasible, the offending provision shall be considered madified so that it
becomes legal, valid and enforceable.’ If the offtending provision cannct be so modified, it shall be considered delsted
from this Deed of Trust. Unlass othervwise required by law, the iNegality, invalidity, or unentorceability of any provision of
this Deed of Trust shall not affect the Iegallty yvalidity or enforceablhty of any other provision of this Deed of Trust.

Successors and Assigns. Subject fo any limitalions staled in this Deed of Trust on transfer of Grantor's interest, this
Deed of Trust shall ba binding upon'and inure to the benefit of the parties, their successors and assigns. If ownership of
the Property becomes vested in & person other'than Grantor, Lender, without nofice to Grantor, may deal with Grantor's
succassors with reference to this “Deed-of Trust and the Indebtedness by way of forbearance or extension without
releasing Grantor from the obligations of. this Deed of Trust or liability under the Indebtedness.

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

Walve Jury. All parties to this Deed of Trust hereby walve the right 10 any Jury trial in any actlon, proceeding, or
counterclaim brought by any party againistany cther party.

Waiver of Homestead Exemplion. Grantor hersby releases and waives all rights and bensfits of the homestead
exemption laws of the State of Washington as to all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The following capilalized words and ferms shall have the following meanings when used in this Deed of Trust.
Unless specifically stated to the contrary, all references to doliar amounts shall mean amounts in lawful money of the United
States of America. Words and terms used in the singuiar shall include ihe plural, and the plural shall include the singular, as
the context may require. Words and terms not otherwise defined in i’ Deed of Trust shall have the meanings aliributed 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 Liberty Holdings L L C and aII other persons and entities signing the Note in
whatever capacity.

Deed of Trust. The words "Deed of Trust™ mean this Deed of Trusi among Grantor Lender, and Trustee, and includes
without limitation alt assignmant and security interest provisions relatlng to the Personal Property and Rents.

Default. The word "Default™ means the Default set forth in this Deed of Trust in lhe section litled "Dafault”.

Environmental Laws. The words "Environmental Laws” mean any and aII slale, federal and local statutes, regulations
and ordinances relating to the protection of human health or the environment, inctuding withoutl limitation the
Comprehensive Environmental Response, Compensation, and Liability Act:of 1980, as: amended, 42 L1.S.C. Section
9601, et seq. ("CERCLA™, the Superfund Amendments and Reauthorization A¢t of 1986, Pub. L. No. 99-459 ("SARA",
the Hazardous Materials Transportation Act, 49 U.S.C. Section 1801, et seq., the Resobrge Conservation and Recovery
Act, 42 U.S.C. Section 6901, et seq., or other applicable state or federal Iaws, rules OF regulallons adopted pursuant
thereto.

Event of Default. The words "Event of Default” mean any of the events of default set forth in Ihls Deed of Trust in the
avents of defauit section of this Deed of Trust. : 3

Grantor. The word "Grantor" means Liberty Haldings L.L.C..

Guaranty. The word "Guaranly” means the guaranty from guarantor, endorser, surety or aocommodatnon party to
Lender, including without limitation a guaranty of all or part of the Nota. .

Hazardous Substances. The words "Hazardous Substances”™ mean malerials that, because of their quantity,
concentration or physical, chemical or infactious characteristics, may cause or pose a present orpoterifial hazard to
human hsalth or the envirpnment when improperly used, ireated, stored, disposed of, generaléd, . manufactured,
transported or otherwise handled. The words "Hazardous Subslances” are used in their very broadest sense and
include without limitation any and ali hazardous or toxic subslances, materials or waste as defined by-or Jisted tnder the
Environmental Laws. The lerm "Hazardous Substances” also includes, without limitation, petroleum and petrcleum
by-products or any fraction thereof and asbestos.

Improvements. Ths word "Improvements” means all existing and future improvements, buildings,. structures mobiie
homes affixed on the Real Property, facilities, additions, replacements and clher construction on the Real’ F:ropa(ty__

Indebtedness. The word "Indebtedness" means all principal, interest, and other amounts, costs and expenses payable -
under the Note or Related Documents, together with ali renewals of, extensions of, modifications of, consclidations. of
and substitutions for the Note or Related Documents and any amounts expended or advanced by Lenderio discharge
Grantor's obligafions or expenses incurrsd by Trustee or Lender to enforce Grantor's obligations under this Deed of .~
Trust, together with interest on such amounts as provided in this Deed of Trust. i

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

Note. The ward "Nole" means the promissary note dated April 8, 2002, in the original principal amount Of
$133,600.00 from Grantor to Lender, together with all renewals of, extensions of, modifications of, refinancings of,
consolidations of, and substitutions for the promissory note or agresment. The maturity date of this Deed of Trust is May .~
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*1,2007.
i ':='Personal Property. The words "Personal Properly” mean all equipment, fixtures, and other articles of personai property
~~now-or hereafter owned by Grantor, and now or hereafter attached or affixed fo the Real Property; together with all
accessions, parts, and additions to, all replacements of, and all substitutions for, any of such property; and togethar with

“allissuwes and profits thereon and proceeds (including without limitation all insurance proceeds and refunds of premiums)
from any sale or other disposition of the Property.

Property The waord "Proparty” means collectively the Real Property and the Parsonal Property.

'Re_trll Property The words "Real Property” mean the reat property, interests and rights, as further described in this Deed
of Trust.

Related Documents. :The words "Related Documants” mean all promissory notes, credit agreements, loan agresments,
environmental agreements guaranties, security agresments, mortgages, deeds of trust, security deeds, collateral
morigages, and.all other instruments, agresments and documents, whether now or hereafter existing, executed in
conneclion with ihe fndebtedness.

Rents. The word "F{ents" rheans all present and future renfs, revenues, income, issues, royalties, profits, and other
banefits derived from the Prc;perty

Trustee. The word "Trustee ‘means Westward Financlal Services Inc, whose mailing address is 1500 Cornwall Avenue,
Ballingham, WA 98225 and any ‘substitute or successor trustees.

GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND GRANTOR
AGREES TOITSTERMS, ~ -~ .

GRANTOR:
LIBERTY HOLDINGS L.L.C.
] wittitiyg,,
- “aL\'J "y,

A Wi T g AUBLY of 'S
R 2 d')? o §§
saror_|A) 4.4/ . ) SO

) S8 ’ff Fwashiy

COUNTY OF MW ) IR AU
On this % day of A“Iﬂ/u .:i 20 D} before me, the undersigned

Notary Pubiic, personally appeared John W Ellis, Member. of Liberty Ho!dlngs LLC, and persanally known to me or
proved to me on the basis of satisfactory evidence to be a o the limited fiability company that executed the Deed of Trust
and acknowledged the Deed of Trust to be the free and volunlary act and deed of the limited liabillty company, by authority of
statule, its arlicles of organizalion or its operating agreement, forthe uses and. purposes therein mentioned, and on oath
stated that he or she is authorized to execute this Deed of Trust and in faci executed the Deed of Trust on behalf of the limited

liability company v
Residing at l“t %21 H[}[!
My commlsslon explres =] ﬂﬁtoa

By

Notary Public in and for the’State of

REQUEST FOR FULL RECONVEYANCE
To: , Truslea

The undersigned is the legal owner and holder of all indebtedness secured by this Dead of Trust Yau are hereby raguested,
upon payment of all sums owing 1o you, to reconvey witheul warranty, to the persons entitled thereto, lhe right, fitte and
interest now held by you under the Deed of Trush. o

Date: Beneﬂclary:“f

LASER PRO Lending, Ver. 5.18.20.02 Copr. Harland Financial Sclutiens, tnc. 1987, 2002. AH Rights Reservad. - WA PACFWINACFI\LPLVGO FG- TR-2325 5
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