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Grantee(s)
1. Horizon Bank
2. Westward Financial Serwcesinc Trustee
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Assessor’s Tax Parcel ID#: 4756-002-012-0000~

THIS DEED OF TRUST is dated Augilst-_‘ls, 2002, among Nord Northwest Corporation; a
Washington Corporation ("Grantor”); Horizon Bank;. whose mailing address is Cornwall
Office, 1500 Cornwall/PQ 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, Belilngham, WA 98225 (referred to below as
"Trustee™). 3 =
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_=‘CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in frust with power of sale, right
. of entry-afid possession and for the benetit of Lender as Beneficiary, all of Grantor's right, titte, and interest in and to the
: following . described real property, together with all existing or subsequently erected or affixed buildings, improvements and

fixtures;"all easements, rights of way, and appurtenances; all water, waler rights and ditch rights (including stock in utiiities

with ditch or |rr|gahon rights); and all olher rights, rovalties, and profits relating to the real property, including without limitation
all minerals, oll, gas, geothermat and similar matters, (the "Real Property") located in Skagit County, State

of WashmgtOn- = 1

Lot B-12 Maddox Cre ‘k PUD Phase 3, recorded August 14, 2000, under Auditor’s File
No. 200008140137, recdrds of Skagit County, Washington. Situated in Skagit County,
Washington. -

The Real Proper_t-y‘u_oi"' its dddress is commonly known as 1419 Digby PI, Mt Vernon, WA
98273. The Real Property- x identification number is 4756-002-012-0000

Grantor hereby assrgns as securltyt Jender, all of Grantor's right, titls, and interest in and to all leasss, Rents, and profits of
the Property. This assignment is.recprded in accordance with RCW 65.08.070; the lien created by this assignment is intended
to be specific, perfected and choatél upon the recording of this Deed of Trust. Lender grants to Grantor a licanse to collect
the Rents and profits, which Ilcense ay be revokad af Lender’s option and shall be automatically revoked upon acceleration
of all or part of tha Indebtadnass

THIS DEED OF TRUST, INCLUDI} G THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS
AND PERSONAL PROPERTY, IS GIVEN TO SECURE (A) PAYMENT OF THE INDEBTEDNESS AND {8)
PERFORMANCE OF ANY AND ALL OBLIGATIONS UNDER THE NOTE, THE RELATED DOCUMENTS, AND THIS DEED
OF TRUST. THIS DEED OF TRUST, 18 GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE: Except a3 otherwise provided in this Deed of Trust, Grantor shall pay to Lender all
amounts secured by this Deed of Triist-as they become due, and shall strictly and in & timely manner perform all of Grantor’s
obligations under the Note, this Deg of Trust, and the Related Documents.

POSSESSION AND MAINTENANC OF THE PROPERTY Grantor agrees that Grantor’s possession and use of the Property
shall be governed by the following provisions: = -

Possesslion and Use. Until the ococurrence of an Event of Default, Grantor may (1} remain in possession and control of
the Property; (2} use, operate|or manage'the Properly;and (3} collect the Rents from the Property (this privilege is a
license from Lender to Grantor automatically revoked upon default). The following provisions relale to the use of the
Property or to other limitations gn the Praperty. The Real Property is not used principally for agricultural purposes.

Duty 1o Maintain. Grantor ghall maintain® the Property in tenantable condition and promptly perform all repairs,
replacements, and maintenancg necessary to preserve its value.

Compliance With Environmental Laws. Grantor represents and. warrants to Lender that: (1) During the period of
Grantor's ownership of the Pr¢peﬂy there has been no use, genarahon, manufacture, storage, treatment, disposal,
release or threatened release uf any Hazardous Substanceby.dny person on, under, about or from the Property; (2)
Grantor has no knnwledge cﬁ or reasen to believe Ihat there has been, except as previously disclosed to and
acknowledged by Lender in writing, {a) any breach of vigfation of any Enwronmentai Laws, (b) any use, generation,
manufacture, storage, treatmany, disposal, release or threatened release of any Hazardous Substance on, under, about
or from the Proparly by any plior owners or ocoupanis of the:Property, or () any actual or threatened litigation or
claims of any kind by any persqn relating to such matters; and..(3)"Except as previously disclosed to and acknowledged
by Lender in writing, {a) neithgr Granter nor any tenant, contractor; agent or other authorized user of the Property shall
use, generate, manufacture, stpre, treal, dispose of or release an_y Hazardous Substance on, under, about or from tha
Property; and (b} any such agtivity shall be conducted in compliance with all applicable federal, state, and local laws,
regulations and ordinances, irkcluding without limitation all Environmental.Laws. Grantor authorizes Lender and its
agents to enter upon the Progerly to make such inspections and tests,“at Grantor's expense, as Lender may deem
appropriate to determine comgliance of the Property with this section of the Deed of Trust. Any inspections or tests
made by Lender shall be for Lender's purposes orily and shall not be constryed to creali any responsibility or liability on
the part of Lender to Granter off to any other person. The representations and warranties ‘contained herein are bassed on
Grantor's due diligence in invgstigating the Property for Hazardous Substances Grantor hereby (1) releases and
walves any future claims againgt Lender for indamnity or coniribution in the event Grantor becomes liable for cleanup or
other costs under any such laws; and (2) agrees to indemnify and hold harmless Lender against any and all claims,
losses, liabilities, damages, penaltiss, and expenses which Lender may dnreclly of- indirectly sustain or suffer resulting
from a breach of this section of the Dead of Trust or as & consequence of any use,generalion, manufacture, storags,
disposal, relsase or threatened|release occurring prior to Grantor's ownership or tnteresl in the Property, whether or not
the same was or should have Besn known to Grantor. The provisions of this section of the Dead of Trusl, including the
obligation to indemnify, shall survive the payment of the Indebledness and the satisfaclion and réconvevance of the llen
of this Deed of Trust and shdil not be affected by Lender's acquisition of any irﬂeresl in: fhe Properiy, whether by
foraclosure or olherwise.

Nuisance, Waste. Grantor shafl not cause, conduct or permit any nuisance nar commit, permlt --suffer any stripping of
or waste on or to the Property ¢r any portion of the Property. Without limiting the generality of-the feregoirig, Grantor will
not remove, or grant to any other party the right to remove, any timber, minerals (includmg ‘il and gas), -cogl, clay,
scoria, soil, gravel or rock prodpicts without Lender’s prior written consent.

Removal of Improvements. &rantor shall not demolish or remove any Improvements from the Real Properiy without
Lender's prior written consent. fAs a condition 1o the removal of any Improvements, Lender may reqwre Grantot to ‘make
arrangements satisfactory o Lehder to replace such Improvements with Improvements of at lsast equaI value k

Lender's Right to Enter. Legder and Lender's agents and representatives may enter upon the Real Proparty at all
reascnable times to attend to Jender’s interests and to inspect the Real Property for purposes of Grantors compilance._._
with the terms and conditions cf this Deed of Trust. &

Compliance with Governmenial Requirementis. Grantor shall promptly comply, and shall promptly cause comphance

by all agents, tenants or other gersons or entities of every nature whatscever who rent, lsase or otherwise use‘or occupy
the Property In any manner, with all laws, ordinances, and reguiations, now or hereafter in effect, of all governmental -~ =
authoritiss applicable to the usg 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”
proceading, including approprigte appeals, so long as Grantor has notified Lender in writing prior to doing so and.So

long as, in Lander's scle opinign, Lender’s interests in the Property are nol jeopardized. Lender may require Granfor to
post adequate security or a surply bond, reasonably salisfactory to Lender, to protect Lander’s interest.

R
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¥ Dlﬁy 1o Protect. Grantor agrees neither to abandon or leave unattended the Property. Grantor shall do all other acts, in
. .~ agdition fo those acts sel forth above in this section, which from the character and use of the Properly are reasonably
' ___-necessary to protect and preserve the Property.

Construction:Loan. if some or all of the proceeds of the loan creating the Indebtedness are o be used to construct or
complete construction of any Improvements on the Properly, the Improvements shall be completed no later than the
maturity date of the Note (or such earlier date as Lender may reasonably establish) and Grantor shall pay in full all costs
and expenses in connection with the work, Lender will disburse toan proceeds under such terms and conditions as
Lender may deern reasonably necessary to insure that the inferest created by this Deed of Trust shall have priority over
all possible ligns,-indluding those of material suppliers and workmen. Lender may require, among other things, that
disbursement reéquests be supported by receipted bills, expense affidavits, waivers of liens, construction progress
reports, and such olher decumentation as Lender may reasonably request.

TAXES AND LIENS The followmg provisions relating to the taxes and liens on the Property are part of this Deed of Trust:

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

Right to Contest. Granfor 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 Properly is not jeopardized. If a lien arises or is
filed as a result of nonpayment, Grantor-shall within fifteen (15) days after the lien arises or, if a lien is filed, within fiteen
(15) days after Grantor has: notice of the'filing, secure the discharge of the lien, or if requested by Lender, deposit with
Lender cash or a sufficient corporate surety bond or other security satisfactory to Lender in an amount sutficient to
discharge the lien plus any cosls 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 Properly Gran!or shall name Lender as an additional obliges under any surety bond furnished
in the contest proceadings.

Evidence of Payment. Grantor shall upon demand furnish to Lender safisfactory evidence of payment of the taxes or
assessments and shall authorize the approgtiate. governmental official to defiver to Lender at any time a written statement
of the taxes and assessmenls againstthe Prupet’ry

Notice of Construction. Grantor shall nohfy Lender at least fifteen (15) days before any work is commenced, any
services are furnished, or any materials are’ supplled lo'the Property, if any mechanic's lien, materiaimen’s lien, or other
lien could be asserted on account of the work, services, or materials. Grantar will upon reguest of Lender furnish to
Lender advance assurances salisfactory to'Lenderthat Grantor can and will pay the cost of such improvements.

PROPERTY DAMAGE INSURANCE. The followmg prowsmns relating to insuring the Properly are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and maintain policies of fire Insurance with standard extended
coverage endorsements on a fair value basis for the-full insurable value covering all Improvements on the Real Property
in an amount sufficient to avoid application of any coinsurance tlause, and with a standard mortgagee clause in favor of
Lender. Grantor shall also procure and maintain comprehensivergeneral liability insurance in such coverage amounts as
Lender may request with Trustee and Lender being named.as additional insureds in such liability insurance policies.
Additionally, Grantor shall maintain such other insurance, inctuding but:nol hmited to hazard, business interruption, and
boiter insurance, as Lender may reasonably require. Pdlicfes shall bé written in form, amounts, coverages and basis
reasonably acceplable to Lender and issued by a company or ¢ompanies.reasonably acceplable to Lender. Grantor,
upon request of Lender, will deliver to Lender from time"te- fime-the, policies or cerificates of insurance in form
safisfactory to Lender, inciuding stipulations that coverages will not-be.¢ancelled or diminished without al least ten (10)
days prior written nolice to Lender. Each insurance policy also shall jnclude an endorsement providing that coverage in
favor of Lender will not be impalred in any way by any act, omission. or default gf Grantor or any other person. Should
the Real Property be located in an area designaled by the Director of the Federal Emergency Management Agency as a
special flood hazard area, Grantor agress to obtain and maintain Federal Fload Insyrance, if available, within 45 days
after notice is given by Lender that the Properly is located in a spetial fioed hazard ‘area, for the full unpaid principal
balance of the loan and any prior liens on the property securing the loan, updo the maximum palicy limits set under the
National Flood Insurance Program, or as otherwise required by Lender, and to malntam such insurance for the term of
the toan.

Application of Proceeds. Grantor shall promplly nofify Lender of any Ioss or damage to-the Property. Lender may
make proof of loss if Grantor fails lo do so within fitteen (15) days of the casyalty. . Whether.6r not Lender’s security is
impaired, Lender may, at Lender's election, receive and retain the proceeds of any insurancd and apply the proceeds to
the reduction of the Indebledness, payment of any fien affecting the Property, ar the’restoration and repair of the
Property. If Lender elects lo apply the proceeds to restorafion and repair, Grantor shallrepair or-teplace the damaged or
destroyed tmprovements in a manner safisfactory to Lender. Lender shall, upon salisfactory-proof of such expendlture,
pay or reimburse Grantor from the proceeds for the reasonable cost of repair or restoration i 'Grartor is not in default
under this Deed of Trust. Any proceeds which have not been disbursed within 180 days. aﬂer_thelr receipt and which
Lender has not committed to the repair or restoration of the Property shall be used first fo pdy 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 after payment in full of the 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 once a year Grantor shall furnish to
Lendsr a report on each existing policy of insurance showing: (1) the nams of the insurer; (2) the risks insured; (3)
the amount of the policy; (4) the property insured, the then current replacement value of such property, and the ‘manner
of determining that value; and (5} the expiration date of the palicy. Grantor shall, upon request of- Lender, have an
independent appraiser satisfactory to Lender determine the cash value replacement cost of the Property ; i

LENDER’S EXPENDITURES. If any action or proceedlng is commenced that would materially affect Lenders |nterest in the
Property or i Grantor fails to comply with any provision of this Deed of Trust or any Related Documents, ingluding but not
limited to Grantor’s failure to discharge or pay when due any amounts Grantor is required to discharge or pay uadér this Dead’
of Trust or any Related Documents, Lender on Grantor's behalf may (but shall not be obligated to) take any action that Lender

deems appropriate, including but not limited to discharging or paying all taxes, liens, securily 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 rale chdrgad~

under the Nota from the date incurred or paid by Lender to the date of repaymant by Grantor. All such expenses will bacome
a part of the indebtedness and, at Lender’s option, will {A) be payable on demand; (B} be added to the balance of the
MNote and be apportioned among and be payable with any installment 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 trealed as a balloon payment which will be__...*”'
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q’r.re e‘nd'_p"eyable at the Note's maturty. The Deed of Trust also will secure payment of these amounts. Such right shall ba in
_.addi'ﬁon ‘1o all other rights and remedjes to which Lender may be anfitled upon Default,

‘Y‘VAHRANTY DEFENSE OF TITLE. | The following provisions relating fo ownership of the Property are a part of this Deed of
", Trust; s

Tme Grantor warrants that: (a) Grantor holds good and marketable title of record to the Property in fee simple, free

¢ and clear 'of: all liens and enclimbrances other than those set forth in the Real Property description or in any fitle
, Insurance palicy, fitle report, or final title opinion Issued in favor of, and accepted by, Lender in connection with this Deed
“of Trust, and (b} Granter has the full right, power, and authority to execute and deliver this Deed of Trust to Lender.

Détense of Title.. Subject to the exceplion in the paragraph above, Grantor warrants and will forever defend the title to
the Property against the lawful claims of all persons. In the event any action or proceeding is commenced that questions
Grantor's titig.or. the'interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the action at Grantor's
expense. Grantor may:be th | nominal pary in such proceeding, but Lender shall be entitied to participate in the
proceeding and‘to be’ ropresefted in the proceeding by counsel of Lender's own chaice, and Grantor will deliver, or
cause to be dellvered to'Lender such instrumants as Lender may raquest from time to lime to permit such paricipation.

Compliance WIth Lms. Gran r warrants that the Property and Grantor's use of the Praoperty complies with all existing
applicable faws, ord:nances. angl regulations of governmental authorities,

Survival of Represenlatlons nd Warranties. All representations, waranties, and agreements made by Grantor in this
Ceed of Trust shall survive the execution and delivery of this Deed of Trust, shall be continuing In nature, and shall
remain in full force and euect Lt 9uch time as Grantor’s indebtedness shafl be paid in full.

CONDEMNATION. The folfcqug pe isions: relaling to condemnation proceedings are a part of this Dead of Trust:

Proceedings. If any progeeding in condemnation is filed, Grantor shall promptly notify Lender in writing, and Grantor
shall promplly take such steps as may be necessary to defend the action and obtain the award. Grantor may be the
nominal party in such proceedi 9, butLender shall be entitied 1o participate in the procseding and fo ba represented in
the proceeding by counsel of It§ own choice all al Grantor's expense, and Grantor will deliver or causs 1o ba dsliverad to
Lender such instruments and documentatron as may be requested by Lender from lime to time to permit such
participation.

Apptication of Net Proceeds. falr or any: part of fhe Property is condemned by eminent domain procesdings or by any
proceeding or purchase in liey of condemnation,; Lender may at its election require that all or any portion of the net
proceeds of the award be applied to.the Indebtedness or the repair or restoration of the Property. The net proceeds of
the award shall mean the award after payment of afl reasonabie costs, expanses, and altorneys’ fees incurred by Trustes
or Lender in connection with the condemnation, o

IMPOSITION OF TAXES, FEES AN CHAF!GES BY GOVEHNMENTAL AUTHORITIES. The following provisions relaling to
governmental taxes, fees and chargds are a part’ of thrs Deed of Trust:

Current Taxes, Fees and Chafges. Upon reglest by Lender, Grantor shall execute such documents in addition to this
Deed of Trust and take whatevpr other action T requested by Lender to perfect and continue Lender’s lien on the Real
Property. Grantor shall reimblrse Lender for ail taxes, as described below, together with all expenses incurred in
recording, perfecting or continying this Deed of Trist, including without limitation all taxes, fees, documentary stamps,
and other charges for recording or registering this Deed of Trust. - -

Taxes. The following shall constitute taxes to which this'section applies: (1) a specific tax upon this type of Deed of
Trust or upon all or any part of the Indebtedness sectred by this Deed of Trust; (2) a specific lax on Grantor which
Grantor is autherized or requirgd to deduct from paymentsion the-Indebtedness secured by this type of Deed of Trust;
(3) a tax on this type of Deed of Trust chargeable against tha'Lefider or the.holder of the Note; and (4) a specific tax on
all or any portion of the indebteiness or on payments of principat gnd rnterest made by Grantor.

Subsequent Taxes. !f any tax ko which this section applies is enacled subsequent to the date of this Deed of Trust, this
event shall have the same effegt as an Event of Default, and Lender' may exercise any or all of its available remedies for
an Event of Defaull as providgd below unless Grantor either (1) ‘pays the'tax before it becomes delinquent, or (2)
conlests the tax as provided above in the Taxes and Llens segtion and deposrls with Lender cash or a sufficient
corporate surety bond or other gecurity satisfactory to Lender. E

SECURITY AGREEMENT; FINANCING STATEMENTS. The followmg provrs:ons reiatrng to Ihrs Dead of Trust as a security
agreemeant are a part of this Deed of{Trust:

Security Agreemenl. This insfrument shall constitute a Security Agreement to the extent any of the Properly constitutes
fixtures, and Lender shal! have all of the rights of a secured party under the Uml‘orrn Commercral Code as amended from
time to time. !

Security Interest. Upon requgst by Lender, Grantor shall exacute financing stalements end take whatever other action
Is requested by Lender to perfact and continue Lender's security interest in the Rent§ and Personal Property. in addition
to recording this Deed of Trusl in the real property records, Lender may, at any time and without further authorization
from Grantor, file executed couhterparts, coples or repraductions of this Deed of Trust'as a finan¢ing statement. Grantor
shall reimburse Lender for all ekpenses incurred in perfecting or continuing this secunty interest. Upon default, Grantor
shall not remove, sever or detgch the Personal Property from the Property. Upon default; Grantor:shall assemble any
Personal Property not affixed ¢ the Property in a manner and at a place reasonably convenient.to Grantor and Lender
and make It available to Lendef within three (3) days after receipt of written demand from Lender to fhe ex!ent permmed
by applicable law.

Addresses. The mailing addrésses of Grantor {debtor) and Lender (secured parry) from whrch mformatren concerning
the security interest granted by|this Deed of Trust may be obtained {each as required by the Unrform Commercla! Code)
are as stated on the first page gf this Desd of Trust.

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The foliowing provisions relating to further assuranoes and
attorngy-in—fact are a part of this Degd of Trust: :

Further Assurances. Al any|time, and from time to time, upon request of Lender, Grantor will make, execule and
deliver, or will cause to be mdde, executed or delivered, to Lender or to Lender's designee, and when requested by;:?
Lender, cause to be filed, recqrded, refiled, or rerecorded, as the case may be, at such times and in such:oftices and
places as Lender may deem| appropriate, any and all such morigages, deeds of trust, security deeds; security

agreaments, financing statemgnis, continuation statements, instruments of further assurance, cerlificates; and other .

dacuments as may, in the sol¢ opinion of Lendar, be necessary or desirable in order to eHectuats, complets, perfsct,” .
continue, or praserve (1) Graptor's obligations under the Note, this Deed of Trust, and the Related Documents, and.{2)
the tiens and security interasts freated by this Deed of Trust as first and prior liens on the Property, whether now owned
or hereafter acquired by Granfor. Unless prohibited by law or Lender agrees to the confrary in writing, Grantor.shall
reimburse Lender for all costs gnd expanses incumed in connection with the matters referred to in this paragraph.
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Attorney—m—Facl If Grantor fails to do any of the things referrad fo in the preceding paragraph, Lender may do so for

* :*'and in the name of Grantor and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints Lender

8§ _Grantors attorney-in—fact for the purpose of making, executing, defivering, filing, recording, and deing all other things

" ag may bie necessary or desirable, In Lender's sole opinion, to accomplish the matters referred to in the preceding
paragraph

PAFITIAL RELEASES Lender shall execute partial releases of the lien of this Deed of Trust upon the following conditions:
Upon. the sale.of sach unit, we will require proceeds, with not less than 86% of the appraised scheduled values. A fee of
$100 plus recerpi'hg_ahd reconveyance will be charged for each release.

FULL PERFORMANCE.- If Grantor pays all the Indebiedness 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 tor full recenveyance and shall
execute and deliver. in Grantor suitable statemenis of termination of any financing statement on file evidencing Lender's
security interest in the Rents-dnd the Personal Properly. 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 matters or facts shall be conclusive prootf of the truthfulness of any such matters or
facts.

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

Payment Default. Grantor fatls to make any payment when due under the indsbiedness.

Other Defaults. Grantor Ialls 1o comply with or to perform any other term, obligation, covenant or condition contained in
this Deed of Trust or in-any of the Retated Documents or to comply with of to perform any term, obligation, covenant or
condition contained in any othér agreement between Lender and Grantor.

Compliance Default. Failure o comply with any other term, obligation, covenant or condition confained in this Deed of
Trust, the Note or in any of the Related Documents. If such & failure is curable and if Grantor has not been given a
nofice of a breach of the same‘p_rowsaon of this Deed of Trust within the preceding twelve (12) months, it may be cured
{and no Event of Default will have ocelrred) if Granior, after Lender sends written notice demanding cure of such failure:
{a) cures the failure within fifteen (15) days; or (b} if the cure requires more than fifleen (15) days, immediately initiates
steps sulficient to cure the failure-and thereafter continues and completes all reasonable and necessary steps sufficient
to produce compliance as soon as 'reaseﬁably practical.

Default on Other Payments. Failure:gf Grantor within the time required by this Dead of Trust to make any payment for
taxes or insurance, or any other payment necessary to prevent filing of or to effect discharge of any lien.

False Statements. Any warranty, representetron or staiement made or furnished to Lender by Grantor or on Grantor's
behalf under this Deed of Trust or the Related Documents is false or misleading in any material respact, either now or at
the time made or furnished or becomes false prmisieading at any time thereafter.

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

Insolvency. The dissolufion or termination of Grantors exrstence as a going business, the insolvency of Granior, the
appointment of a receiver for any part of Grantor's property, any ‘assignment for the benefit of creditors, any type of
creditor workoul, or the commencement of any proceedmg ‘under any bankruptcy or insolvency laws by or against
Grantor.

Creditor or Forfeiture Proceedings. Cummencement of foreclosure or forfeiture proceedings, whether by judicial
proceeding, self-help, repossession or any other method, by any credittr 'of Grantor or by any governmental agency
against any property securing the Indebtedness. This includes a géarnjshment. of any of Grantor's accounts, including
deposit accounts, with Lender. However, this Event of Default shall net apply:if there is a good faith dispute by Grantor
as to the validity or reasonableness of the claim which is the basis of the ereditor or forfeiture proceeding and if Grantor
gives Lender written notice of the creditor or forfeiture proceeding and deposits with Lender monies or & surety bond for
the creditor or forfeiture proceeding, in an amount determined by Lender rn its sole dlscretlon as being an adequate
reserve ar bond for the dispute. . s

Breach of Other Agreement. Any breach by Granior under the Terms of any ather agreemenl between Grantor and
Lender that is not remedied within any grace period provided therein, including without limitation any agreement
concerning any indebtedness or other obligation of Grantor to Lender, whelher existing now or later.

Events Affecting Guarantor. Any of the preceding events oceurs with respect to any guarantor, endorser, surety, or
accommodation party of any of the Indebtedness or any guarantor, endorser, sirety, or-accommodation party dles or
becomes incompetent, or revokes or disputes the validity of, or liability under, arny Guaranty of the Indebtednass. In the
event of a death, Lender, at its option, may, but shall not be required to, permit'the’ guarantor's estate to assume
unconditionally the obligations arising under the guaranty in a manner satisfactory to Lender, and m doing so, cure any
Event of Defauit.

Adverse Change. A material adverse change occurs in Grantor's financial condmon or Lender beheves the prospect of
payment or pertormance of the Indebtedness is impaired.

Right to Cure. If such a failure is curable and if Grantor has not been given a nolice of a breach of the same pravision
of this Deed of Trust within the preceding twelve (12) months, It may be cured (and g Event.of Défadlt will have
occurred) if Grantor, after Lender sends written notice demanding cure of such failure: (&) cures the failure within fifteen
{(15) days; or (b) if the cure requires more than fifteen (15) days, immediately initiates steps sufficier( to gure the failure
and thereafter continues and completes all reasonable and necessary steps sufficient to produce compllance as soon as
reasonably practical.

RIGHTS AND REMEDIES ON DEFALULT. If an Event of Default occurs under this Deed of Trust, at ar}y tlme lhereafter,
Trustee or Lender may exercise any ona or more of the following rights and remedies:

Election of Remedies. Election by Lender to pursue any remedy shall not exclude pursuit of any other remedy. and an

election to make expenditures or 1o take action to perform an obligation of Grantor under this Deed of Trust aﬂer :

Grantor’s failure to perform, shall not affect Lender's right to declare a default and exercise its remadies.

Accelerate Indebledness, Lender shall have the right at its oplion to declare the entire Indebledness \rnmedlaieiy ciue S

and payable, including any prepayment penalty which Grantor would be required to pay.

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have the right to exercise its pOWer of. -

sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by judicial foreclosure, in: elther
case in accordance with and to the full extent provided by applicable law.

UCC Remedies. With respact o ail or any part of the Persanal Property, Lender shall have all the rights and remediies of |

a secured party under the Uniform Commercial Code.
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i Collect Rents. Lender shall hfive the right, without notice to Granlor to take possession of and manage the Property

““and collect the Rents, including amounts past due and unpald, and apply the net proceeds, over and above Lender's
In furtherance of this right, Lender may require any tenant or other user of the Property
fees directly to Lender. If the Rents are collected by Lender, than Grantor irrevocably
attorney-in—tact to endoerse instruments received in payment thereof in the name of
e and coliect the praceeds. Payments by tenants or other users to Lender in response
the obligations for which the payments are made, whether or not any proper grounds
may exercise ils rights under this subparagraph aither in person, by agent, or through a

- tormake payments of rent or u
.Hesignates Lender as Grantor'
“ Grantor and to negotiate the sa
- to Lenders demand shall satis
_for the demand existed. Lendel
‘receiver, '

Appolnt Recelvef “Lender shall have the right to have a receiver appcinted to take possession of all or any part of the
Property,-with the power to prolect and preserve the Property, to operate the Property preceding or pending foreciosure
or sale; and to collect-the Rentd from the Froperty and apply the proceeds, over and above the cost of the receivership,
against-the Indebledness. Thelreceiver may serve without bond if permitted by law. Lender's right to the gppointment
of a receiver shall exist whether or not the apparent value of the Property exceeds the indebtedness by a substantial
amount, Employmenl by Lend r shall not disqualify a person from serving as a receiver.

Tenancy at Sufferance. If Gra tar remains In possession of the Property after tha Property is sold as provided above or
Lender othsrwise bacomes enlitled to possession of the Property upon default of Grantor, Grantor shall become a
tenant at sufferance of'Lendsf ‘or the purchaser of the Property and shall, at Lender's option, either (1) pay a
reasonable rental for the usa ofthe Property, or (2) vacate the Property immediately upon the demand of Lender.

Other Remedies. Trustee Or :
by law.

Neotice of Sale. Lender shall ive Grantor reasonable notice of the time and place of any public sale of the Personal
Property or of the time after wh h any private sale or other infended disposition of the Personal Property is to be made.
Reasonable notice shall mean notice given-at least len (10) days before the time of the sale or disposition. Any sala of
Persanal Proparty may be mad -in conjuriction with any sale of the Real Property.

Sale of the Property. To the xlent: permmed by applicable law, Grantor hersby waives any and all rights to have the
Property marshalled. In exercis| ngrits rights and remedies, the Trustee or Lender shall be free lo self all or any part of the
Property fogether or separately,|in one sare or by separafe sales. Lender shall be ertitled o bid at any public sale on all
or any portion of the Property.

Attorneys’ Fees; Expenses, |f Lende‘r :lns_t!_tulas any suit or action to enforce any of the terms of this Deed of Trust,
Lender shall be entiled to recqver such sum as the court may adjudge reasonable as attorneys’ fees at trial and upon
any appeal. Whether or not fany court ction is involved, and to the extent nat prohibited by law, all reasonable
expenses Lender incurs that ih Lender’s opinion are” necessary at any time for the protection of its interest or the
enforcement of its rights shall bpcome a part of the Indebtedness payable on demand and shall bear interest at the Note
rate from the date of the expénditure until repard Expenses covered by this paragraph inglude, without limitation,
however subject to any limits upder apphcab!e law, Lender's altorneys' fees and Lender’s legal expenses, whether or not
there is a lawsuit, including alforneys' fees and expenses for bankruptey proceedings (including efforts to modity or
vacate any automatic stay or injunction), appedls,:and any anticipated post-judgment colleclion services, the cost of
searchmg records, oblaining tltle reporls (including foreclosuré reports), surveyors’ reports, and appraisal fess, tills
insurance, and fees for the Truktee, to the extent permmed by apphcabla law, Grantor also will pay any court costs, in
addition to all other sums proviged by law.

Rights of Trustes. Trustee shall have all of the rights and duﬂes of Lender as set forth in this section.

POWERS AND OBLIGATIONS OF TRUSTEE. The followmg provisions relatmg to the powers and obligations of Truslee
(pursuant to Lender's instructions) are part of this Deed of Trust: e

Powers of Trustee. In addition to all powers of Trustes arlsmg as a maﬂer of law, Trustee shall have the power to take
the following actions with respdct to the Propery upon the written request of L.ender and Grantor: (a) join In preparing
and filing a map or plat of the Real Property, including the dedication of streets:or other rights to the public; (b) join in
granting any easemant or creqting any restriction on the Real Property; and: (¢} join in any subordination or other
agreament affecting this Deed gf Trust or the interast of Lender under this. Deed of Trust.

Obligations 1o Nolity. Trusied shall not be cbligated to notify any olher party of 4. pendmg sale under any other trust
desd or lien, or of any action br proceeding in which Grantor, Lender, or Trustee shall be a parly, unless required by
applicable law, or unless the agtion or proceeding is brought by Trustee. 3

Trusiee. Trustes shail meet ali qualifications required for Trustee under appl:cable Iaw In addition to the rights and
remedies set forth above, with respect to all or any part of the Property, thé. Trustee shall have the right to foreclose by
notfice and sale, and Lender shall have the right to foreclose by judicial foreclosure, in elther tase in accordance with and
to the full extent provided by appllcable law.

Successor Trustee. Lender, -at Lender's oplion, may frem time to time appmm a successor Trustee to any Trustee
appeinted under this Deed of Trust by an instrument executed and acknowledged by Lender and Tecorded in the office
of the racorder of Skagit County, State of Washington. The instrument shall contain,. in-addition.fo. all other matters
required by state law, the names of the original Lender, Trustee, and Grantor, the book and page or the Auditor's File
Number where this Deed of Trust is recorded, and the name and address of the successor trustee, and the instrument
shall be executed and acknowipdged by Lender or its successors in interest. The successor frusteg, without canveyance
of the Property, shall succeed fo all the title, power, and dulies conferred upon the Trustes in-this Deed-of Trust and by
applicable law. This procedure for substitution of Trustee shall govern to the exclusion uf all- oihef prowsmns for
substitution.

NOTICES. Subject to applicable law, and except for notice required or allowed by law to ba glven In~anpther manner, any
notice required to be given under this Deed of Trust, including without limitation any notice of default ‘and any notice of sale
shall be given in writing, and shak be effective when aclually delivered, when aclually received by tetefacsimile (un!ess
otherwise required by law), when deposited with a nationally recognized avernight courier, or, If mailed,:when deposnted in
the United States mail, as first classg, certified or registerad mail postage prepaid, directed to the addresses ‘shown near the
beginning of this Deed of Trust. A coples of nolices of foreclosure from the holder of any lien which has:priority over this:
Deed of Trust shall be sent to Lenddr's address, as shown near the beginning of this Deed of Trust. Any party may change itsf
address for notices under this Deed| of Trust by giving formal written notice to the other parties, specifying that the purpose of
the notice is to change the party'sladdress. For notice purposes, Grantor agrees to keep Lender informed at all times of
Grantor's current address. Sublect §o applicabls law, and excep! for notice required or allowsd by law to be giver: in another;f
mannaer, if there is more than one Grantor, any notice given by Lender to any Grantor is deemead to be nolice glven to all
Grantors. :

ASSOCIATION OF UNIT OWNERS. The following provisions apply if the Real Property has been submitied 10 unlt
ownership law or similar law for the pstablishment of condominiums or cooperative ownership of the Real Property:

rider. shall have any other right or remedy provided in this Deec of Trust or the Note or
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C '_Pdwer'of Aftorney. Grantor grants an irrevocable power of altarney lo Lender to vote in Lender’s discretion on any
+* madtter_that may come before the association of unit owners. Lender shall have the right to exercise this power of
-attomey orﬂy after Grantor's default; however, Lender may decline to exercise this power as Lender seas fit,

_l_nsurance. The insurance as required above may be carried by the association of unit owners on Grantor's behalf, and
the proceeds ‘of such insurance may be paid to the associalion of unit owners for the purpose of repairing or
reeonstructing‘ihe Property. If not so used by the association, such proceeds shall be paid to Lender.

Default.. Grantors failure to perform any of the obligations imposed on Granlor by the declaralion submitfing the Real
Praperty 15" unit ownershrp. by the bylaws of the association of unit owners, or by any rules or reguialions thereunder,
shall B& an event ot default under this Deed of Trust. If Grantor's interest in the Real Property is a leasehold interest and
such property. has been submitted to unit ownership, any failure by Grantor ta perform any of the cbligations imposed on
Grantorby-the lease of the Real Property from its owner, any default under such lease which might result in termination
of the lease as it:pertains 1o the Real Property, or any failure of Grantor as a member of an association of unit cwners to
taks any reasonable dction, within Grantor's power to prevent a default under such lease by the association of unit
owners or by any member of the association shall be an Event of Default under this Deed of Trust,

MISCELLANEOUS PROVlSIONS The following miscellanecus provisions are a part of this Deed of Trust:

Amendments. T'ms Deed of Trust together with any Related Documents, constitutes the entire understanding and
agreement of the parties as o the matters set forth in this Deed of Trust. No alteration of or amendment to this Deed of
Trust shall be effective unléss grven in Wntmg and signed by the party or parties sought to be charged or bound by the
alteration or amendment :

Annual Reports. [f the' Prcperty is used for purposes other than Grantor's residence, Grantor shall furnish to Lender,
upon request, a cerlifiad statement of net operating income received from the Property during Grantor's previcus fiscal
year in such form and delaif as Lender: shall require. "Net operating income” shall mean all cash receipts from the
Property less alt cash expenditures made in eonnection with the operation of the Property.

Caption Headings. Caption heéi&ings in 'tr\is ‘Deed of Trust are for convenience purposes only and are not to be used to
interpret or defing the provisions of thrs Dead of Trust.

Merger. There shall be no merger of the interestor estate created by this Deed of Trust with any other interest or estate
in the Property at any time held by or for.the ‘benetit 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 Wasmngton Thls Deed of Trust has been accepted by Lender in the State of
Washington.

Choice of Venue. If there is & lawsuit, Grantor agrees upon Lender's request to submit to the jurisdiction of the courts of
Whatcom County, Stale of Washington. :

No Waiver by Lender. Lender shall nol be deemed lo have waived any rights under this Deed of Trust unless such
walver Is given in writing and signed by Lendar. No delay or omission on 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 constitule a waiver of Lender’s right otharwise to demiand strict compliance with that provision or any other
provision of this Deed of Trust. No prior waiver by Lender, nop:any.course of dealing between Lender and Granlor, shall
conslitute a waiver of any of Lender’s rights or of any of Grantor's obligations as lo any future transaclions. Whenever
the consent of Lender is required under this Deed of Trust, the granting: of such consent by Lender in any instance shall
not constitute continuing consent to subsequent instances where such consent is required and in all cases such consent
may be granted or withheld in he sole discretion of Lender. ;

Severability. It a court of competent jurisdiction finds any provrsron "0f this Deed of Trust lo be illegal, invatid, or
unenforceable as to any circumstance, that finding shall not make*the offending provision illegal, invalid, or
unenforceable as to any other circumstance. !f feasible, the offending provision: shall be considered modified so thal it
becomes legal, valid and enforceable. If the offending provision carnal be s¢ modified, it shall be considered deleted
from this Deed of Trust. Unless otherwise required by law, the illegality, invalidity, or unenforceability of any provision of
this Deed of Trust shall not aftect the legality, validily or enforceability of any.other provision of this Deed of Trust.

Successors and Assigns. Subject lo any limitalions slated in this Deed of Trust on tkransfer of Grantor's interest, this
Deed of Trust shall be binding upon and inure to the benefit of the parties, their successors and assigns. If ownership of
the Property becomes vested In a person ather than Grantor, Lender, without notice to Grantor, may deal with Grantor's
successors with reference to this Desd 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 o! Trust.

Waive Jury. All parties to this Deed of Trust hereby waive the right to any jury Irial " any aclion, proceeding, or
counterciaim brought by any party against any other party.

Waiver of Homeslead Exemption. Grantor hereby releases and waives all nghts and benems of the homesiead
examplion laws of the Stats of Washington as 10 all indebiedness secured by this Deed of Trust ’

DEFINITIONS. The following capitalized words and terms shall have the following meanings whan uséd in thiis Deed of Trust.
Unless specifically stated to the contrary, all references fo dollar amounts shall mean amounts in lawful-meney of the United
States of America. Words and terms used in the singular shall include the plural, and the plurak:shall iniclude, the'singular, as
the context may require. Words and terms not otherwise defined in this Deed of Trust shall have’ Ihe meanmgs attributed to
such terms in the Uniform Commercial Code: -

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

Borrower. The word "Borrower" means Nord Northwest Corporation, and all other persons and entltles sugmng the Note
in whatever capacity.

Deed of Trust. The words "Deed of Trust” mean this Deed of Trust among Grantor, Lender, and Trustee and mc!udes
without limitation all assignment and security interest provisions relating to the Personal Property and Rents: :

Default. The word Default” means the Default set forth in this Deed of Trust in the section titled "Default”. - o -
Environmental Laws. The words "Environmental Laws"™ mean any and all state, federal and local statutae, regutations

and ordinances relating to the profection of human health or the environment, including without limitafion the .~

Comprehensive Environmental Respanse, Compensation, and Liability Act of 1980, as amended, 42 U.S.C. Seglien’

9601, et seq. ("CERCLA"), the Superfund Amendments and Reauthorization Act of 1986, Pub. L. No. 99499 ("SARA™,.~ 5

the Hazardeus Materials Transportation Act, 49 U.5.C. Section 1801, el seq., the Resource Conservation and Recovery
Act, 42 U.S.C. Seclion 6901, et seq., or other applicable state or federal laws, rules, or regulations adopted pursiant
thereto.

Event of Defauilt. The words "Event of Defaull” mean any of the events of default set forth in this Deed of Trust in the'"ﬂ'
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* - evenfs of default section of this Peed of Trust,
+ Grantor. The word "Grantor" means Nord Northwest Corporation.

Guaranty The word "Guaranly” means the guaranty from guarantor, endorser, suraly, or accommodatlon party to
_._Lender. |nolud|ng without imitation a guaranty of all or part of the Note.

 Hazardous Substances. The words "Hazardous Substances” mean materials that, because of their quantity,
concentration or physical, chemical or infectious characteristics, may cause or pose a present or potential hazard to
<human -health or_the environment when improperly used, freated, stored, disposed of, generated, manufactured,
transparted or otherwise handled. The words "Hazardous Substances™ are used in their vaery broadest sense and
include withdut, Iimitatlon any and all hazardous or toxic substances, materials or waste as defined by or fisted under the
Environméntat:Laws.> The term "Hazardous Substances" also includes, without limitation, petroleum and pefroleum
by—-products orany #action thergof and asbestos.

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

Indebtedness. - The word YIindebledness” means all principal, Interest, and other amounts, costs and expenses payable
under the Note or Related Documents, together with all renewals of, extensions of, modifications of, consolidations of
and substitutions for the ‘Note-gr. Relaled Documents and any amounts expended or advanced by Lender to discharge
Grantor's obligations of expenges incurred by Trustee or Lender to enforce Grantor's obligations under this Deed of
Trust, togsther with |nterest on uch amounts as provided in this Deed of Trust.

Lender. The word “Lender" m" : ns Honzon Bank, its successors and assigns.

Nole. The word "Note” means!the promissory note dated August 16, 2002, in the original principal amount
of $3,114,000.00 from Grantor to.Lender, together with all renewals of, extensions of, modificalions of, refinancings
of, consohdations of, and: substtutlons ror tha promissory note or agreement. The maturily date of this Deed of Trust is
Septamber 1, 2005, E

Personal Property. The word “Personal Property" mean all equipment, fixtures, and other articles of parsonal property
now or hereafter owned by Granler, and now or hereafler attached or affixed to the Real Property; together with all
accessions, parts, and additions to, all replacements of, and all substitutions for, any of such property; and togsther with
all issues and profits thereon and procesds’ {inchuding without fimitation all insurance proceeds and refunds of premiums)
from any sale or other disposilign of: the Property

Property. The word "Property” eans coﬂechveiy the Real Property and the Personal Property.

Real Property. The words "Refl Property" mean the real property, interests and rights, as further described in this Deed
of Trust.

Related Documents. The wordls "Related Dmuments mean all promissory notes, credit agreements, loan agreements,
environmental agreements, guaranties, secyrity agreements, morigages, deeds of trusl, security desds, collateral
morlgages, and all other instruments, agreements and documents, whether now or hereafter existing, executed in
connection with the Indebtedness.

Rents. The word "Rents" medns all present and fulure renls revenues income, issues, royalties, profits, and other
benefits derived from the Prope|

Trustee. The word "Trustes" means Westward Financial Serwoes Inc whose mailing address is 1500 Cornwall Avenue,
Bellingham, WA 88225 and any substitute or successor trustees ;

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

GRANTOR:

e e T e T
Richard Nord, President of NoTl Northwest Corporation

CORPORATE ACKNOWLEDGMENT

STATE OF &\9 SZl-nq‘leL )

COUNTY OF%M'_}' : j P, =
. g E %" WA ‘t‘
"]’ figgppiat®
On this 2_|9T_ ay of A%AB 20 GV before me, ?g; undersigned

Notary Public, personally appearad Richard Nord, Piésident of Nord Nonhwest Corporation, and personally’ known to me
ar proved to me on the basis of satisfactory evidence to be an authorized agent of the corporation that execited.ihe Deed of
Trust and acknowledged the Deed pf Trust to bs the free and voluntary act and deed of the corporalion, by. aulhdrity of its

Bylaws or by resolution of its board of directors, for the uses and purposss thergin mentioned, and on oath-stated. that h& ar
she is authorized to exace this Deqd of Trust and in fact executed the Deed of Trust on behalf of the corpora!lon

Residing at
My commisslon expires [~ f ( 03

| m\m\m\mmm
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