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THIS DEED OF TRUST Iis dated August 13, 2002, among Genesis Management Group; A
Washington Limited Liability Company' (“Grantor"); Horizon Bank, whose mailing address is
Mount Vernon, PO Box 100 / 1503 Riverside Drive, Mount Vernon, WA 98273 (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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‘of entry-and possession and for the beneflt of Lender as Beneficiary, all of Grantor's right, title, and interest in and to the
Tollowing deéscribed real property, togather with all existing or subsequently erected or affixed buildings, improvements and
fixtures; all easements, rights of way,jand appurtenances; afl 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 prope! includm? without fimitation

all minerals, oil, gas, geothermal and similar matters, (the "Real Property") located in Skagit County, State

of Washmgton-
Parcel A

That Portion of the North 1/2 of the West 1/2 of Tract 79, "PLAT OF THE BURLINGTON
ACREAGE PROPERTY"| as per plat recorded in Volume 1 of Plats, page 49, records of
Skagit County, :_Washlqgton, lying Westerly of the Great Northern Railway Company
right-of—way .

CONVEYANCE AND GRANT. For \gluable consideration, Grantor conveys to Trustee In trust with power of sale, right

EXCEPT that portion a conveyed to the City of Burlington by instrument recorded March
1, 2001 under Skagit Cop nty Auditor's File No. 200103010083.

Parcel "B"

Lot 3 of Burlington Shqrt P[at No. 3-00, recorded June 23, 2000 under Auditor’s File No.
200006230084, records of. Skagit County, Washington, being a portion of Tract 79, "PLAT
OF THE BURLINGTON ACREAGE PROPERTY", as per plat recorded In Volume 1 of Plats,
page 49, records of Ska it County, Washmgton.

EXCEPT that portion as conveyed to the City of Burlington by instrument recorded March
1, 2001 under Skagit County Audltor s File No. 200103010083.

The Real Property or its afidress is commonly known as 400 Gilkey Rd , Burlington, WA
98233. The Real Properjy tax Identiflcation number Is 3867-000-079-0101 P62822 &
3867-000-079-0600 P116952

Grantor hereby assigns as security tojLender, all of G_ran__tor's right, title, and interest in and to ali leases, Rents, and profits of
the Property. This assignment is recolded in accordance with RCW 65.08.070; the lien created by this assignment is intended
to be specific, perfected and choate n the recording-of this Deed of Trust. Lender grants to Grantor a license to collect
the Rents and profits, which license miy be revoked at Lender's optlon and shall be automatically revoked upon acceleration
of alt or part of the Indebtednass.

THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT DF HENTS AND THE SECURITY INTEREST IN THE RENTS
AND PERSONAL PROPERTY, IS| GIVEN TO SECURE: ‘(A) PAYMENT OF THE INDEBTEDNESS AND (B)
PERFORMANCE OF ANY AND ALL OBLIGATIONS UNDER THE NOTE; THE RELATED DOCUMENTS, AND THIS DEED
OF TRUST. THIS DEED OF TRUST |$ GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. |Except as ctherwise provided in thls Deed of Trust, Grantor shall pay to Lender all
amounts securad by this Deed of Trugt as they become due, and shall strictly and in a hmely manner perdorm all of Grantor's
obligations under the Nots, this Deed ¢f Trust, and the Related Documents

POSSESSION AND MAINTENANCE |OF THE PROPERTY. Grantor agrees that, Grantors possassuon and use of the Property
shall be governed by the following proYisions:

Possession and Use. Until the gccurrence of an Event of Default, Grantor may (1) rsmam in pessession and control of
the Property; (2) use, operate o manage the Property; and {3} collect the Rerits from thé Property (this privilege is a
license from Lender to Grantor qutomatically revoked upon default). The following provisions retate to the use of the
Property or to other limitations on|the Property. The Real Property is not used: prrncnpally for agrlcultural purposes.

Duty to Maintain. Grantor shpll maintain the Property in tenantable condmon and prompﬂy pertorm all repairs,
replacements, and maintenance assary to presarve its value,

Compliance With Environmental Laws. Grantor represents and warrants to Lendsr that (1) -During the period of
Grantor's ownership of the Progerty, there has been no use, generation, manufacture, storage, treatment, disposal,
reloase or threatened release of lany Hazardous Substance by any person on, under; about of from the Property; (2)
Grantor has no knowletige of, jor reason to believe that there has been, except as previously-disclosed to and
acknowledged by Lender in writig, (a) any breach or violation of any Environmental Laws, ‘ (b) . any us8, generation,
menufacture, storage, treatment, ldisposal, release or threatened release of any Hazardous Substance on, under, about
or from the Property by any prigr owners or occupants of the Property, or (¢} any actual-or.threatened Itigation or
claims of any kind by any personjrelating to such matters; and (3) Except as praviously disclosed.fo and acknowiedged
by Lender in writing, {a) nsitherjGrantor nor any tenant, contractor, agsnt or other authorized user of the-Property shall
use, generate, manufacture, storp, treat, dispose of or release any Hazardous Substance on, under, about or from the
Property; and (b) any such act |ty shall be conducted in compliance with all applicable federal, state, and loga! laws,
requiations and ordinances, inclpding without fimitation all Environmental Laws. Grantor authorizes”Lender and_its
agents to enter upon the Propefty 1o make such inspections and tests, at Grantor's expense, as Lendar may deem
appropriate to determine complignce of the Property with this section of the Deed of Trust. Any inspactions:.of. teste”
made by Lender shall be for Lenders purposes only and shall not be construed to create any responsibitity or liabifity on
the part of Lender to Grantor or t& any other person. The representations and warranties contained herein‘are based o<
Grantor's due diligence in investigating the Property for Hazardous Substances. Grantor hereby (1) releases and_
waives any future claims against Lender for indemnity or contribution in the event Grantor becomes liable for eleanup or .

other costs under any such laws; and (2) agrees to indemnify and hoid harmiess Lender against any and all-clairns; .

losses, labillties, 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 use, generation, manufacture, storage,’

disposal, release or threatenad release occurring prior to Grantor's ownarship or interest in the Property, whether or not

the same was or should have been known to Grantor. The provisions of this section of the Deed of Trust, Including tha.-

obligation to indemnify, shall survive the paymant of the Indebtedness and the satisfaction and reconveyance of the lien A
of this Deed of Trust and shall not be affected by Lender's acquisition of any interest in the Property, whether by FAE
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' _:for:écliisure or otherwise.

Nulsance. Waste. Grantor shall not cause, conduct or permit any nuisance nor commit, perrait, or suffer any stripping of
- or Waste on.or 1o the Property or any portion of the Property. Without fimiting the generality of the foregoing, Grantor will

not remove or grant to any other party the right to remove, any timber, minerals (including oil and gas), coal, clay,
“scoria, soll, gravel or rock products without Lender's prior written consent.

:f':FIemovaI of lmprovernents Grantor shall not demoiish 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
afrangements sat:sfaclory to Lender 1o replace such Improvements with Improvements of at least equal value.

Lender's Right’ tor Enter. Lender and Lender's agents and representatives may enter upon the Real Properly at ail
reasonable times to affend to Lender's interests and to inspect the Real Property for purposes of Grantar's compliance
with the terms and corditions of this Deed of Trust.

Comphance with Governmental Requirements. Grantor shall promptly comply, and shall promptly cause compliance
by all agents, tenants or‘cther persons or entities of every nature whatsoever who rent, lease or otherwise use or occupy
the Property in ary mannet, with all laws, ordinances, and regulations, now or hereafter in effect, of all governmental
authorities appllcabis to the use or occupancy of the Property, including without limitation, the Americans With Disabilities
Act. Grantor may contest in good faith any such law, ordinance, or regulation and withhold compliance during any
proceeding, including appropriate: appeals, 50 long as Grantor has notified Lender in writing prior to doing so and so
long as, in Lender’s sole apinion, Lender’s interests in the Property are not jeopardized. Lender may require Grartor to
post adequate secunty ora suraty bond, reasonably satisfactory to Lender, to protect Lender's interest.

Duty to Protect, Grantor agfees ne|ther to abandon or leave unattended the Property. Grantor shall do all other acts, in
addition to those acts set forth above in this section, which from the character and use of 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 all
sums secured by this Deed of Trist &7 :(B) inCresse the interest rate provided for in the Note or other document evidencing
the Indebtedness and impose such dther corditions as Lender deems appropriate, upon the sale or transfer, without Lender’s
prior written consent, of all or any part of tHie Real Property, or any interest in the Real Property. A "sale or transfer’ means the
conveyance of Real Property or any right, title or interést in the Real Property; whether legal, beneficial or equitable; whether
voluntary or involuntary; whether by ouright, salé, deed, installment sale contract, land contract, contract for deed, leasehold
interest with a term greater than three {3). years; |9&59-0ptlon contract, or by sale, agsignment, or transfer of any bensficial
interest in or fo any land trust holding title 15 the “Real Property, or by any other method of conveyance of an interest in the
Real Property. If any Grantor is a corporation, ‘partnership orimited liability company, transfer also inciudes any change in
ownership of more than twenty-five percent (25%) of the” voting stack, partnership interests or limited liability company
interests, as the case may be, of such Granior, However this option shall not be exercised by Lender if such exercise is
prohibited by federal law or by Washington law.

TAXES AND LIENS. The following provisions relatlng to the taxes and liens on the Property are part of this Deed of Trust:

Payment. Grantor shall pay when due (and in: alt events prior to delinguency) all taxes, special taxes, assessments,
charges {including water and sewer), fines and |mp05|tnons levied against or on account of the Property, and shall pay
when due all claims for work done on or for services rendered or material furnished to the Property. Grantor shall
maintain the Property free of all liens having priority over or.équal 1o the interest of Lender under this Deed of Trust,
except for the lien of taxes and assessments not due and except as othemse provided in this Deed of Trust.

Right to Contest. Grantor may withhold payment of any: ‘tax, assessrnent or claim in connection with a good faith
dispute over the obligation to pay, so long as Lender's interest in thd Property is not jeopardized. If a lien arises or is
filed as a result of nonpayment, Grantor shall within fifteen (15) ddys after.the.lien arises or, if a lien is filed, within fitteen
(15) days after Grantor has notice of the filing, secure the discharge of the liert;.or if requested by Lender, deposit with
Lender cash or a sufficient corporate surety bond or other security satlsfactory o Lender in an amount sufficient to
discharge the lien plus any costs and attorneys' fees, or other charges that could accrue as a result of a foreclosure or
sale under the lien. In any contest, Grantor shall defend itself and Lender and shall satisfy any adverse judgment before
enforcement against the Property. Grantor shall name Lender as an add|t|onai obllgee under any surety bond furnished

in the contest proceedings. _— .

Evidence of Payment. Grantor shall upon demand furnish to Lender sahsiactory ewdence of payment of the taxes or
assessments and shall authorize the appropriate governmental official to deliver to Lender at any time a written staterment
of the taxes and assessments against the Property. ¢

Notice of Construction. Grantor shall notify Lender at least fifteen (15) days before any work is commenced, any
sarvices are furnished, or any materials are supplied fo the Property, if any mechanic's lien, materialmen's lien, or ather
lien could be asserted on account of the work, services, or materials. Grantér.will ‘upon recuest of Lender fumish to
Lender advance assurances satisfactory to Lender that Grantor can and will pay the costof such |mprovements

PROPERTY DAMAGE INSURANCE. The following provisions relating to insuring the Proper‘cy ar a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and maintain policies of fire in‘s_u'r‘an'be. WEth.:-s""Earfdard extended
coverage endorsements on a replacement basis for the full insurable value covering “all-lmprovernents on the Real
Property in an amount sufficient to avoid application of any coinsurance clause, and with a standarg: m'ortgagee clause in
favor of Lender. Grantor shall also procure and maintain comprshensive general liability insyrance in such:.coverage
amounts as Lender may request with Trustee and Lender being named as additional insureds-in such fability insurance
policies.  Additionally, Grantor shall maintain such other insurance, including but not limited 0 hazard,-business
interruption, and boiler insurance, as Lender may reasonably require. Policies shall be written”in-form, ambounts,
coverages and basis reasonably acceptable to Lender and issued by a company or companies reasonably’acceptable to
Lender. Grantor, upon request of Lender, will defiver to Lender from time to time the policies or certificates of insurance
in form satisfactory to Lender, inctuding stipulations that coverages will not be cancelled or diminishexd without al least
ten (10) days prior written notice to Lender. Each insurance policy also shall include an endorsement prowdlng that”

coverage in favor of Lender will not be impaired in any way by any act, omission or default of Grantor-or any other -
person. The Real Property is or wil be located in an area designated by the Director of the Federal- Emergency

Management Agency as a special flood hazard area. Grantor agrees to obtain and maintain Federal Flood:Insurance, if
available, for the full unpaid principal baiance of the loan and any pricr liens on the property securing the loan;-up to the':

maximum poiicy limits set under the National Flood Insurance Program, or as otherwise required by Lender and to .

maintain such insurance for the term of the loan.

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the Property. Lender may "

make proof of loss if Grantor fails to do so within fifteen {15) days of the casualty. Whether or not Lender's security is-
impaired, Lender may, at Lender's election, receive and retain the proceeds of any insurance and apply the proceeds o
the reduction of the Indebtedness, payment of any lien affecting the Property, or the restoration and repair of the

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

L
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;¢ destroyed Improvements in a mgnner satisfactory to Lender. Lender shall, upon satisfactory proof of such expenditure,

¢ /~'pay or reimburse Grantor from the proceeds for the reasonable cost of repair or restoration if Grantor is not in default

sinder this: Deed of Trust. Any groceeds which have not been disbursed within 180 days after their receipt and which

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

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

‘balance of the Indebtedness. If|Lender holds any proceeds atter payment in full of the indebtedness, such procesds
rshall be pald wrthout interest to Grantor as Grantor's interests may appear.

Grantor's F-Ieport on Insuran Upon request of Lender, however not mare than once a year, Grantor shall furnish to
Lender a-report on each existing policy of insurance showing: (1) the name of the insurer; (2) the risks insured; (3)
tha amount.of the policy; (4) the property Insured, the then current replacement value of such property, and the manner
of determnining that value; and {B) the expiration date of the policy. Grantor shall, upon request of Lender, have an
independent appralser satrsfacto to Lender determine the cash value replacement cost of the Property.

LENDER’S EXPENDITURES. I any|action or proceedmg is commenced that would materially affect Lender's interest in the
Proparty or if Grantor fajls’ tocomnply |with any provision of this Deed of Trust or any Related Documents, including but not
limited to Grantor's failute o dlechafgq or pay when due any amounts Grantor ts required to discharge or pay under this Desd
of Trust or any Related Documents, Lander on Grantor's behalt may (but shall not be obligated to} take any action that Lender
deems appropriate, inciuding but not-jimited to discharging or paying all taxes, liens, security interests, encumbrances and
other claims, at any time levied o_r'plkc'ed on the Property and paying all costs for insuring, maintaining and preserving the
Property. Al such expenditures incurred or pald by Lender for such purposes will then bear interast at the rate charged
under the Note from the date Jncurred jor-paid by Lender to the date of repayment by Grantor. AH such expenses will become
a part of the Indsbtednessénd; at.te der's-option, will (A) be payable on demand; (B) be added to the balance of the
Note and be apportioned amdng ahd.ge paiabla with any installmeant 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 bailoon payment which will be
due and payable at the Note's maturity. The Deed of Trust alse will secure payment of these amounts. Such right shall be in
addition to all other rights and remedi to wh:ch Lender may be entitled upon Detauilt.

WARRANTY; DEFENSE OF TITLE 1 h_e fojlew_rng provisions relating to ownership of the Property are a part of this Deed of
Trust: R

Title. Grantor warrants that: (a):Grantor holds-good and marketable title of record to the Propery In fee simple, free
and clear of &l liens and encumbrances-other.than those set forth in the Real Property description or in any title
insurance policy, titte report, or figal title opiniof issued in favor of, and accepted by, Lender in connection with this Deed

of Trust, and {b) Grantor has the{ full right; power, and autherity to execute and deliver this Deed of Trust to Lender.

Defense of Title. Subject to thejexception in the paragraph above, Grantor warrants and will forever defend the titie to
the Property against the lawful cléims of all persons. .In the event any action or proceeding is commenced that questions
Grantor's title or the interest of Trustes or kender-under this Desd of Trust, Grantor shall defend the action at Grantor's
expense. Grantor may ba the hominal party.ih sich proceeding, but Lender shall be entitled to participate in the
proceeding and to be representdd in the proceeding by counsel of Lender's own choice, and Grantor will dsliver, or
cause to be delivered, to Lender $uch instruments as Lender may request from time to time to permit such participation.

Comgpliance With Laws. Grantgr warrants that the Property and Grantor's use of the Property complies with all existing
applicable laws, ordinances, and fegulations of govemmental aulhormes

Survival of Repreeentattons ang Warranties. Al represenlauons, warrantres and agreements made by Grantor in this
Deed of Trust shall survive the lexecution and delivery of this” Deed ‘of : Trust, shall be continuing in nature, and shali
remain in fuli force and effect untf such time as Grantor's lndebtedness shall be paid in full.

CONDEMNATION. The following proyisions relating to condemnatron preceedmgs are a part of this Deed of Trust;

Proceedings. If any proceeding in condemnation is filed, Grantor shaﬂ promptiy notify Lender in writing, and Grantor
shall promptly take such steps @s may be necessary to defend the action and obtain the award. Grantor may be the
nominal party in such proceeding, but Lender shall be entitled to parficipate in the proceeding and to ba represented In

the proceeding by counsel of its gwn cholce all at Grantor's expense, and Grantor will deliver or cause to be delivered to
Lander such instruments and documentation as may be requeeted by Lender from time to time fo psrmit such
participation.

Application of Net Proceeds. W all or any part of the Property is condemned by ernlnem ‘domain progceedings or by any
proceeding or purchase in lieu qf condemnation, Lender may at its election sequire that all or any portion of the net
proceeds of the award be applieq to the Indebtedness or the repair or restoration of the Froperty. The net proceeds of
the award shall mean the award gfter payment of all reascnable costs, expenses and at:orneys fees incurred by Trustes
or Lender in connection with the ¢gondemnation.

IMPOSITION OF TAXES, FEES AND| CHARGES BY GOVERNMENTAL AUTHOHITIES The followmg provisions reiating to
governmental taxes, 18es and charges|are a part of this Deed of Trust:

Current Taxes, Fees and Charges. Upon request by Lender, Grantor shall sxecute sueh docurnenua in addition to this
Deed of Trust and take whatevel other action Is requested by Lender to perfect and gontinue Lender's lien on the Real
Property. Gmantor shall reimbugse Lender for all taxes, as described below, together-with” all-‘experises incurred in
recording, perfecting or continuir this Deed of Trust, including without limitation all taxes, fees, documentary stamps,

and other charges for recording or registering this Deed of TrustL.

Taxes. The following shall consfitute taxes to which this section applies: {1} a specific tax upon_.thns !ype of Deed of
Trust or upon all or any part of the Indebtedness secured by this Deed of Trust;, (2} a specific.tax on Grantor which
Grantor is authorized or requiradkto deduct from payments on the Indsbledness secured by this fypé of Dééd.of Trust;
{(3) a tax on this type of Deed of Trust chargeable against the Lender or the holder of the Note, and~ (4) e specrfac tax
on all or any portion of the Indsbtpdness or on payments of principal and interest made by Grantor. :

Subsequent Taxes. if any tax 1§ which this section applies is enacted subsequent to the date of this Deed: of Trust th|s
avent shall have the same sffectlas an Event of Default, and Lender may exercise any or all of its available.remadies. for
an Event of Default as provided) betow unless Grantor either (1) pays the tax before it becomes dalinquent, or (2)

contests the tax as provided above in the Taxes and Liens section and deposits with Lender cash:or: a sufﬁcnent
comporate surety bond or other security satisfactory to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions relating to this Deed of Trust asa securlty
agreement are a part of this Deed of TIUSt

Security Agresment. This instrgment shall constitute a Security Agreement to the extent any of the Property conshtutes A
fixtures, 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 reques{ by Lender, Grantor shall execute financing statements and take whatever other act"lb‘r'i'“
is requested by Lender to perfectand continue Lender's sacurity interest in the Rents and Personal Property. In addition

wm
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o recordlng this Deed of Trust in the real property records, Lender may, at any fime and without further authorization
" from Grantor, file executed counterparts, copies or reproductions of this Deed of Trust as a financing statement. Grantor
~$halt réimburse Lender for all expenses incurred in perfecting or continuing this secusity interest. Upon default, Grantor
shall not rermove, sever or detach the Personal Property from the Property. Upen default, Grantor shall assermble any
_}Personal Property not affixed to the Property in @ manner and at a place reasonably convenient to Grantor and Lender
“arid make it ayailable to Lender within three (3) days after receipt of written demand from Lender to the extent permitted
*}by appilcable law.

Addr&sses The marllng addresses of Grantor {debtor) and Lender {secured party) from which information concerning
the-security interest granted by this Deed of Trust may be oblained {gach as required by the Uniform Commercial Code)
are as sta_ted_on thB:firt_‘:t page of this Deed of Trust.

FURTHER ‘ASSURANCES: ATTORNEY-IN-FACT. The foilowing provisions relating to further assurances and
attorney-in-fact are a part of thi‘s Deed of Trust:

Further Assurances " At any time, and from time to time, upon request of Lender, Grantor will make, exscute and
deliver, or will cause to bé. made, executed or delivered, 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 such offices and
places as Lender may ‘deem .appropriate, any and all such morigages, deeds of trust, security deeds, security
agreements, financing statements, continuation statements, instruments of further assurance, certificates, and other
documents as may, in the :Sole-Gpinion of Lender, be necessary or desirable in order to effectuate, complete, perfect,

continue, or preserva (1) Granior'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 Propeny whether now owned
or hereafter acquired by Grantor “Unless prohibited by law or Lender agrees to the Gentrary in writing, Grantor shall
reimburse Lender for all costs and expenses incurred in connection with the matters referred to in this paragraph.

Attorney-in-Fact. it Grantor: fa|ls to do @ny of the things referred to in the preceding paragraph, Lender may do so tfor
and in the name of Grantor.and at Grantor's ‘expense. For such purposes, Grantor hereby irrevocably appoints Lender
as Grantor's attorney-in-fact for thie purpose of making, executing, delivering, filing, recording, and doing all other things
as may be necessary or deslrable i Lenders sole opinion, to accomplish the matters referred to in the preceding
paragraph.

FULL PERFORMANCE. If Grantor pays ali the- Indebtedness when due, and otherwise performs all the obligations imposed
upon Grantor under this Deed of Trust, Lender shall execute and deliver to Trustee a request for full reconveyance and shall
execute and deliver to Grantor suitable statéments 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 in any reconveyance may be described as the "person or persons legally entitled thereto®, and
the recitals in the reconveyance of any marters or. Tacts shaII be conclusive proof of the truthfulness of any such matters or
facts.

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

Payment Default. Grantor fails to maks any paym__ent_ when due under the Indebtedness.

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

Compliance Default. Failure 1o comply with any other term, obllgatlon 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 Grantor has not baen 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 Default wili have cccurred) if Grantor, after Leénder senids, written notice demanding cure of such failure:

{a) cures the failure within thirty (30) days; or (b) ¥ the cure requires-mare ihah thirty {30} days, immediately initiates
steps sufficient to cure the failure and thereafter continues and completes all reasonabie and necessary steps sufficient
fo produce compliance as soon as reasonably practical.

Default on Other Payments. Failure of Grantor within the time reqmred by: thls Deed of Trust to make any payment for
taxes or insurance, or any other payment necessary to prevent filing of or o effect drscharge of any lien.

False Statements. Any warranty, representation or staternent made or furnlshed to Lander by Grantor or on Gramor's
behalf under this Deed of Trust or the Related Documents is false or misleadingin any rnaterlal respect, either now or at
the time made or furnished or becomes false or misleading at any time thereafter. :

Defective Collateralization. This Deed of Trust or any of the Related Documents ceases 16 e in full force and effect
{including failure of any collateral document to create a valid and perfected secunty :nterest oF fien) at any time and for
any reason.

Death or Insolvency. The dissclution of Grantor's (regardless of whether election to contrnue ig made), any member
withdraws from the limited liabflity company, or any other termination of Grantor's existence as-a going business or the
death of any member, the insolvency of Grantor, the appointment of a receiver for any:part-of Grantos property, any
assignment for the benefit of creditors, any type of creditor workout, or the commencement of any proceedlng under any
bankruptcy or insolvency laws by or against Granior.

Creditor or Forfeiture Proceedings. Commencement of foreciosure or forteiture proceedings wnether by judicial
proceeding, self-help, repossession or any other method, by any creditor of Grantor or by any governmental agency
against any property securing the Indebtedness. This includes a garnishment of any of Grantor's accaunits,-including
deposit accounts, with Lender. However, this Event of Detault shall not apply if there is a goodaith-dispute by Grantor
as to the validity or reasonableness of the claim which is the basis of the creditor or forfeiture proceeding-and if Grantor
gives Lender written notice of the creditor or forfeiture proceeding and deposits with Lender monies r a surety bend “for
the creditor or forfeiture proceeding, in an amount determined by Lender, in its sole discretion, as belng an adequate
reserve or bond for the dispute. :

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

Events Affecting Guarantor. Any of the preceding events occurs with respect to any Guarantor of any et lhe
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 option, may, but shall not be roquired to, .7
permit the Guarantor's sstate to assume unconditionally the obligations arising under the guaranty in a manner
satisfactory to Lender, and, in doing so, cure any Event of Default. ¢

Adverse Change. A material adverse change occurs in Grantoi's financial condition, or Lender bellsves the prospect ot

payment or performance of the Indebtedness is impaired.
T I\Mm
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'_:I:ns’egurity. Lender in good faith believes itsalf insecurs.

¢ i PRight to Cure. If such a failure is curable and if Grantor has not baen given a notice of a breach of the same provision

-of this Deed of Trust within therl preceding twelve (12) months, it may be cured (and no Event of Dsfault will have

“ oceurrsd) if Grantor, after Lender sends written notice demanding cure of such fallure: {a) cures the failure within thirty

{30) days; or (b} if the cure reqlhres mora than thirty {30) days, immediately initiates steps sufficient to cure the failure

‘and thereafter continues and completes all reasonable and necessary steps sufficient to produce compliance as soon as
'reasonably practlcal

RIGHTS ‘AND REMEDIES ON DEFAULT. If an Event of Default occurs under this Deed of Trust, at any time thereafter,
Trustes or- Lender may- éxarcise any one or more of the following rights and remedies:

Election of Remedlee Election by Lender to pursue any remedy shall not excluds pursuit of any other remedy, and an
slaction; to-make expendrtures or to take action to perform an obligation of Grantor under this Deed of Trust, after
Grantor's failure 1o perform shaII not affect Lender's right to declare a default and exercise its remedies.

Accelerate Indehtedness. _Lender shail have the right at its option to declare the entire indebtedness immediately dua
and payable, including any prepayment penalty which Grantor would be required to pay.

Foreclosure. With respéct to:all pr any part of the Real Propsrty, the Trustee shall have the right to exercise its power of
sale and to foretlose by.riotice: 3nd sale, and Lender shall have the right to foreclose by judicial foreclosure, in either
case in accordance with and.to thie full extent provided by applicable law.

UCC Remedies. With reshecf“io all-or any part of the Personal Property, Lender shall have all the rights and remedies of
a secured party under.ihe Uhiform Commercral Code.

Coilect Rents. Lender shatl have the' nght without notice to 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 furthérange 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 irrevocably
designates Lender as Grantor’s aftorney-in-fdct to endorse instruments received In payment thereof in the name of
Grantor and to negotiate the same and collect the proceeds. Payments by tenants or other users to Lender in response
to Lender's demand shall satisfy ithe obhgations for. which the payments arg made, whether or not any proper grounds
for the demand existed. Lender rhay exarcise m nghts under this subparagraph either in person, by agent, or through a
receiver.

Appoint Receiver. Lender shall; have thg: nght to have & receiver appointed to take possession of all or any part of the
Property, with the power to protedt and preserve, the Property, to operate the Property preceding or pending foreclosure
or sals, and to collect the Rents ffom the Property and-apply the proceeds, over and above the cost of the receivership,
against the indebtedness. The r¢ceiver may serve: without bond if permitted by law. Lender's right to the appointmant
of a receiver shall exist whatheror not the ‘apparent-value of the Property exceeds the Indebtedness by a substantial
amount. Employment by Lender ghall not dlsqualrfy a person from serving as a receiver.

Tenancy at Sufferance. M Grantor remains in poesess:on of the Property after the Property is sold as provided above or
Lender otherwise becomes entified to possession ‘of the Property upon default of Grantor, Grantor shall become a
tenant at sufferance of Lender or the purchaserof the Property and shall, at Lender's option, efther (1) pay a
reasonable rental for the use of the Property, or (2) vacate the Property immaediately upon the demand of Lender.

Other Remedies. Trustee or Lender shall have any other r:ght or remedy provided in this Deed of Trust or the Note or
by law.

Notice of Sale. Lender shall gv}e Grantor reasonable notrce of the: tnme and place of any public sale of the Personal
Property or of the time after whucb any private sale or other inténdéd disposition of the Personal Property is to be made.
Reasonable notice shall mean ndtice given at least ten (10) days.before the time of the sale or disposition. Any sale of
Personal Property may be made in conjunction with any saie of the Real Propetty. -

Sale of the Property. To the axtent permitted by applicabls law, Grantor hereby waives any and all rights to have the
Property marshalled. In exercising its rights and remedies, the Trustee’ or Lender shall be free to sell all or any part of the
Property together or separately, in one sale or by separaie sales. Lender shall be entntled to bid at any public sale on all
or any portion of the Property.

Attorneys’ Fees; Expenses. ifiLender institutes any sult or action to enforce any of the terms of this Deed of Trust,
Lender shall be entitted to recover such sum as the court may adjudge reasonable as aftomeys' feos at trlaf and upon
any appeal. Whether or not aqy court action Is involved, and to the 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 become a part of tha 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 |nclude, without limitation,
however subject t3 any limits under applicable law, Lender's attorneys’ fees and Lender's iegal expenses, whether or not
there is a lawsuit, including attoreys' fees and expenses for bankruptey procesdings Alncluding.efforts to modify or
vacate any automatic stay or injunction), appseals, and any anticipated post-judgment collection-services, the cost of
searching records, obtaining tittg reports {including foreclosure reports), surveyors'-reports,: and ‘appraisal fees, title
insurance, and fees for the Trustbe, to the extent permitted by applicable law. Grantor- also wur pay any oourt costs, in
addition to all other sums provid by law, ]

Rights of Trustee. Trustee shalfhave all of the rights and duties of Lender as set forth in thls sectron

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

Powers of Trustee. In addition o all powers of Trustee arising as a matter of law, Trustee shall have the power to-take
the foliowing actions with respect to the Property upon the wrilten request of Lender and Grantor: (a) join in prepermg
and flling a map or plat of the Real Property, inctuding the dedication of streets or other rights to the public;* (b) joirn in.
granting any easement or creating any restriction on the Real Property; and {(c) join in any subordnnatnon or. ether
agreement affacting this Deed of Trust or the interest of Lender under this Deed of Trust.

Obligations to Notify. Trustee shall not be obiigated to notify any other party of a pending sele under any other trust
deed or lien, or of any action or |proceeding in which Grantor, Lender, or Trustee shall be a party, unless requnred by -
applicable law, or unless the actign or proceeding s brought by Trustee.

Trustee. Trustes shall meet all qualifications required for Trustee under applicable law. In addition to the nghts and
ramedies set forth above, with respect to all or any part of the Property, the Trustee shalt have the right to foreclose by.” -
notice and sals, and Lender shalithave the right to foreciose by judicial foreclosurs, in sither case in accordance with and "

to the full extent provided by applicable law.

Successor Trustee. Lender, a 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 acknowledged by Lender and recorded In the office

l
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of the ‘recorder of Skagit County, State of Washington. The instrument shall contain, in addition to all other matters
¢ . reduired by state law, the names of the original Lender, Trustes, and Grantor, the book and page or the Auditor’s File
_Numbsér where this Deed of Trust is recorded, and the name and address of the successor trustes, and the instrument
shall be-executed and acknowledged by Lender or its successors in interest. The successor trustee, without conveyance
&f the Property, shall succeed to all the title, power, and duties conferred upon the Trustee in this Deed of Trust and by
‘agplicable law. This procedure for substitution of Trustee shall govern to the exclusion of all other provisions for
* substitution: 3

NOTICES.. Subject o “applicable law, and except for notice required or allowed by law to be given in another manner, any
nofice fequired'to be given under this Desd of Trust, including without limitation any notice of default and any notice of sale
shall be given iri writing, and shail 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 depasited In
the United Statés mail: as first class, certified or registered mail postage prepaid, directed to the addresses shown near the
beginning of this Deed of Trust. All copies of notices of foreclosure from the holder of any lien which has priority over this
Deed of Trust shalt be sent'to.Lender’s address, as shown near the baginning of this Desd 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 nolice is to change the party’s’ ‘address. For notice purposes, Grantor agrees 1o keep Lender informed at all times of
Grantor's current address, ‘Subject to.applicabie 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 Grantor is deemed to be notice given to all
Grantors.

MISCELLANEQUS PFIOVISIONS The following miscellaneous provisions are a part of this Deed of Trust:

Amendments. This Deed of Trugt; together with any Related Documents, constitutes the entire understanding and
agresment 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 unless given in wntmg and signed by tha party or parties sought to be charged or bound by the
aiteration or amendment. -

Annual Reports. |f the Property is used for purposes other than Grantor's residence, Grantor shall fumish to Lender,
upon request, a certified staterment of ret operating income received from the Preper‘cy 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 expendltures made in cennectlon with the operation of the Property.

Caption Headings. Caption headmgs i u1|s Deed ol Trust are for convenience purposes only and are not to be used to
interpret or define the provisions of this. Deed of Trust

Merger. There shall be no merger of the mt_erest or estate created by this Deed of Trust with any other interest or estate
in the Property at any time held by or for the-benefit of-Lender in any capacity, without the written consent of Lender.

Governing Law. This Deed of Trust will be governed by, construed and enforced in accordance with federal law
and the laws of the State of Washingte'n.,:,. Thls Deed of Trust has been accepted by Lender in the State of
Washington.

Cholce of Venue. If there is a lawsuit, Grantor agrees upon Lenders request to submit to the jurisdiction of the courts of
Skagit County, State of Washington. :

No Waiver by Lender. Lender shall not be deemed to have. wanved any rights under this Deed of Trust unless such
waiver is given in writing and signed by Lender. No delay or:dmidsion, dn the part of Lender in exercising any right shall

operale 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 t§ demand:stfict compliance with that provision or any other

provision of this Deed of Trust. No prior waiver by Lender, nor any course of deating between Lender and Grantor, shall

constitute a waiver of any of Lenders rights or of any of Grantor's qbiigations as to any future transactions. Whenaver
the consent of Lender is required under this Deed of Trust, theé-granting“of such'consent by Lender in any instance shall

not constitute continuing consent to subsequent instances where suc;h consent is requrred and in ali cases such consent
may be granted or withheld in the sole discretion of Lender, ;

Severability, If a count of competent jurisdiction finds any prowsmn of this” Deed of Trust to be illegal, invalid, or
unenforceable as to any circumstance, that finding shall not ‘make thé offending provision illegal, invalid, or
unenforceable as to any other circumstance. |f feasible, the offending provision shail"be considered modified so that it
becomss legal, valid and enforceable. If the offending provision cannot'be $¢ rhodified, it shall be considered deleted
from this Deed of Trust. Unless otherwise required by law, the llegality, invalidity; or unenferceablhty of any provision of
this Deed of Trust shall not affiact the legality, validity or enforceability of any other provision 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 upen and inure to the bensfit of the parties, their successors and assigns. If ownership of
the Property becomes vested in a person other than Grantor, Lender, without notice 16 Grantor, may deal with Grantor's
successors 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

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

Waiver of Homestead Exemption. Grantor hereby releases and waives all rights and benefrts ef the homestead
exemption laws of the State of Washington as to all Indebtedness secured by this Deed of Trost:” :

DEFINITIONS. The following capitalized words and terms shall have the following meanings when used in thls Deed of Trust.

Unless specifically stated to the contrary, all references to dollar amounts shall mean amounts in lawful-monéy..of the-United
States of America. Words and terms used in the singular shall include the piural, and the plural shall |nclude the singular; as
the context may require. Words and terms not ctherwise defined in this Deed of Trust shall have the meanmgs ettnbuted lo
such terms in the Uniform Commercial Code: S !

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

Borrower. The word "Borrower" means Genesis Management Group, LLC, and all other persons and entmes 5|gn|ng '
the Note in whatever capacity. -

Deed of Trust. The words “"Deed of Trust' mean this Deed of Trust among Grantor, Lender, and Trustes, end lncludes
without limitation all assignment and security interest provisions relating to the Personal Property and Rents. S

Default. The word "Default" means the Default set forth in this Deed of Trust in the section titled "Defauit”.

Environmental Laws. The words "Environmental Laws" mean any and all state, federal and local statutes, regulations:
and ordinances relating to the protection of human health or the environment, including without limitation the™
Comprehensive Environmental Response, Compensation, and Liability Act of 1980, as amended, 42 U.S.C. Section _
9601, et seq. ("CERCLA"), the Superfund Amendments and Reauthorization Act of 1886, Pub. L. No. 89-499 ("SARA"), |
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Qi _the Hazardous Materials Transpdriation Act, 49 U.S.C. Section 1801, et seq., the Resource Conservation and Recovary

£ oo At 42 U S.C. Secticn 8901, et{seq., or other applicable state or federal laws, rules, or regulations adopted pursuant
Aherato:™
Event of ‘D&fault. The words "Event of Default" mean any of the events of default set forth in this Deed of Trust in the
Jevents of default section of this Deed of Trust.

‘ Grantor. '_lfﬁeﬁfword *Grantor" mrns Genesis Managsment Group, LLC.

G(}arantd:i' The  word “Guargntor” means any guarantor, surety, or accommodation party of any or all of the
Irfdebtedness

Guaranty,” The word "Guaranty'{means the guaranty from Guarantor to Lender, including without limitation & guaranty of
all or part of the Note

Hazardous Sub_stanc&s.‘- Thg words "Hazardous Substances" mean materials that, because of their quantity,
concentration or physical, ¢hemical or infectious characteristics, may cause or pose a present or potential hazard to
human health or .the .environmént when improperly used, ireated, stored, disposed of, generated, manufactured,
ransported or othgrwise handl The words "Hazardous Substances" are used in their very broadest sense and
include without.limitation any and all hazardous or toxic substances, materials or waste as defined by or listed under the
Environmental Laws. The term {Hazardous Substances' also includes, without limitation, petroleum and petroleum
by-products or any fraction there¢t and asbestos.

Improvements. The word “Im ovements” means all existing and future improvements, buitdings, structures, mobile
homes affixed on the Real Prope famlltlas additions, replacements and other construction on the Real Property.

Indebtedness, The word "fndel edness“ means all principal, interest, and other amounts, costs and expenses payable
under the Note or Reslated; Documents; together with all renewals of, extensions of, modifications of, consolidations of
and substitutions for the Note or{Related” Documents and any amounts expended or advanced by Lender to discharge
Grantor's obligations or expense . incurred by Trustee or Lender to enforce Grantor's obligations under this Deed of
Trust, togsther with interest on.s) of amounts as provided in this Deed of Trust.

Lender. The word "Lendar’ means. Horlzon Bank, its successors and assigns.

Note. The word "Note* means e, promissory ‘note dated August 13, 2002, in the original principal amount
of $11,150,000.00 from Grantor to-Lander; together with all renewals of, extensions of, modifications of, refinancings
of, consohdahons of, and substitJtions. for. the prom:ssury note or agreement. The maturity date of this Deed of Trust is
August 15, 2008.
Personal Property. The words [Personal Property" mean aII equipmeant, fixtures, and other articles of personal property
now or hereafter owned by Graptor, and now or meraeafter attached or affixed to the Real Property; together with all
accessions, parts, and additions fo, all replacemerits of, and all substitutions for, any of such property; and together with
all issues and profits thereon and proceeds (including without limitation all insurance procesds and refunds of premiums)
from any sale or other disposition{ of the Property.

Property. The word "Property” means collectively. ﬁ'ie Real Property and the Personal Property.

Real Property. The words "Real Property” mean the real property, m!erests and rights, as further described in this Dead
of Trust.
Related Documents. The wordg "Related Documents” mean:.a'll prompsspry notes, credit agreements, loan agreements,
environmental agreements, guafanties, security agreements, morigages, deeds of frust, security deeds, coflateral
mortgages, and all other instruments, agreements and documsnts. whether now or hereafter existing, executed in
connection with the Indebtednes JEa—

Rents. The word *Rents” means all present and future renua revenues mcome issues, royalties, profits, and other
hanefits derived from the Property.

Trustee. The word "Trustes" ns Westward Financial Services Inc, whose malling address Is 1500 Comwaill Avenue,
Bellingham, WA 98225 and any $ubstitute or successor trustess. - -
GRANTOR ACKNOWLEDGES HAMING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND GRANTOR
AGREES TO ITS TERMS.

GRANTOR:

GENES! MAGBYGENT GROUP, LLC

Genesis Management Group, LLC

| henesis Management Group, LLC
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LIMITED LIABILITY COMPANY ACKNOWLEDGMENT

IUSTATE OF 3 (»5\/\ ) M“‘tv\ )

couer OF _ (5 KNY \*‘\\/ }

On this / j)ﬂ“ day of /41/')1—%-31" 20 £2 2~ before me, the undersigned

Notary Publrc personally appeared Edward J Watsdn lll, Manager; Bradley W Watson, Manager of Genesis Management
Group, LLC, and personally-kigwn to me or proved to me on the basis of satistactory evidence to be of the limited liabiiity
company that executed the Deed-.of Trust and acknowtedged the Deed of Trust to be the fres and voluntary act and deed of
the limited liability company,” by-authority of statute, its articles of organization or its operating agreement, for the uses and
purposes therein mentioned,>and-ori oath stated that they.gesWTsagzad to execute this Deed of Trust and in fact executed
the Deed of Trust on beh4 fthe Irmltad liability com‘wg*\ﬂ J. g 0,’

$ se‘ﬁ'& & %, Residing at [vfﬁM‘L \_,é,mmr VW

i'-_-I\!l\r commission expires _[Mj_
g
#

REQUEST FOR FULL RECONVEYANCE

To: 2 Trustee

The urdlersigned is the legat owner and holder of-all lndebtedness secured by this Deed of Trust. You are hereby requested,
upcn payment of all sums owing to you, to reconvey: wﬂhout warranty to the persons entitled thersto, the right, title and
interest now held by you under the Deed of Trust ’ .

Date: A Beneficiary:
T By:
Its:
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