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THIS DEED OF TRUST is dated June 18, 2003, among Watson Properties, Limited
Partnership, whose mailing address is 1810 E. Division Street, Mount Vernon, WA 98274
("Grantor"); Horizon Bank, whose mailing address is: Burlington Office, PO Box 642 / 1020
South Burlington Bivd, Burlington, WA 98233 (referred to below sometimes as "Lender" and
sometimes as "Beneficiary"); and Westward Financial Services Inc, whose mailing address is
1500 Cornwall Avenue, Bellingham, WA 98225 (r:_eferred‘ to below as "Trustee").
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CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale, right
of entry and possession and for the benefit of Lender as Beneficiary, all of Grantor's right, title, and interest in and t¢ the
following described. real property, together with all existing or subsequently erected or affixed buildings, |mprovements nd
fixtures; all eassments, rights of way, and appurtenances; all water, water rights and ditch rights (including stock in utilities
with ditch or irrigation nghts) and all other rights, royatties, an rofits relating to the real property, inctuding without limitation

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

of Wa_gshl_ngton.

That portion-of the North 512.6 feet of the Southwest 1/4 of the Northeast 1/4 of Section
18, Towhshi'p 34 North, Range 4 East, W.M,, lying West of a line 650 feet West df and
parallel-to the East: Iine of said Southwest 1/4 of the Northeast 1/4, EXCEPT the West 320
feet thereof, '

Situate in the County of Skagit, State of Washington.

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

REVOLVING LINE OF CREDAT. Speciflcal]y, in addition to the amounts specified In the Indebtedness definition| and
without limitation, this Deéd of Trust.secures a revolving line of credit,with a variable rate of interest, which obligates
Lender to make advances to Borrower s¢ long as Borrower complies with all the terms of the Note and the line of
credit has not been terminated, ;suspended or cancelled; the Note allows negative amortization, Funds may be
advanced by Lender, repald, and subsequently readvanced. The unpaid balance of the revolving line of credit may at
certain times be lower than the amount shown. or zero. A zerc balance does not terminate the line of credit or
terminate Lender's obllgation to advance funds‘to Borrower. Therefore, the llen ot this Deed of Trust will remain in
full force and effect notwithstanding any zero balance.

Grantor hereby assigns as secunty to Lender, all of Graritor's right, title, and intarest in and to all leases, Rents, and profits of
the Property. This assignment is recordéd in accordance with RCW 65.08.070; the lien created by this assignment is interded
to be specific, perfected and choate upon the recording of this Deed of Trust. Lender grants to Grantor a license to collsct

the Rents and profits, which license may be* revoked at Lender’s optuon and shall be automnatically revoked upon acceleration

of all or part of the Indebtedness.

THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF HENTS AND THE SECURITY INTEREST IN THE RENTS
AND PERSONAL PROPERTY, IS GIVEN TQ SECURE (A) PAYMENT OF THE INDEBTEDNESS AND (B)
PERFORMANCE OF ANY AND ALL OBLIGATIONS UNDER THIS DEED OF TRUST. THIS DEED OF TRUST IS GIVEN
AND ACCEPTED ON THE FOLLOWING TERMS:

GRANTOR'S REPRESENTATIONS AND WARRANT!ES. Grantor warrants that: (a) this Deed of Trust is executed at
Borrower's request and not at the request of Lender; (b):Grantor has the full power, right, and authority to enter into
Deed of Trust and to hypathecate the Property; (c) the ‘provisions of this’Deed of Trust do not conflict with, or result in a
default under any agresmsnt or other instrument binding upon Grantor and-do not resuit in a viclation of any Iaw regutation,

court decree or order applicable to Grantor; (d) Grantor has estabiished adequate means of obtaining trom Borrower
continuing basis information about Borrower's financial condition; and (e) Lender has made no representation to Grantor
ebout Borrower (including without limitation the creditworthiness ‘of Borrower).

GRANTOR’'S WAIVERS. Grantor waives all rights or defenses arlsing-by | r,e'ason of any "one action” or "anti-deficiency” law,
or any other law which may prevent Lender from bringing any action.against Grantor;.including a claim for deficiency to the
extert Lender is otherwise entitied to a claim for deficiency, before or after Lenders commencement or completion of any
foreclosure action, either judicially or by exercise of a power of sale.

PAYMENT AND PERFORMANCE. Except as otherwise provided in thls Deed of; Trusl Borrower shall pay to Lender all
Indebtedness secured by this Deed of Trust as it becomes due, and Bamrower and. Gmntor shall strictly perform all thelr
respective obligations under the Nots, this Deed of Trust, and the Related Doouments i

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

Possesslon and Use, Until the occurrence of an Event of Defauit, Grantor may - (1) remain; in possession and cont | of
the Property, (2) use, operate or manage the Property; and (3) collect the Rents from the Property (this privilege|is a
license from Lender to Grantor automatically revoked upon default). The followirig provisions relate to the use of fthe
Property or to other limitations on the Property. The Real Property is not used priricipally for agncu!tural purposes.

Duty to Maintain. Grantor shall maintain the Property in tenantable condition and prompﬂy per‘forrn alt repgirs,
replacements, and maintenance necessary to preserve its value.

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance nor oommlt',,p'e_rmrt; or_.-suﬁer' any stripping of
or waste on or to the Property or any portion of the Property. Without limiting the generality of tha foragaing, Grrantor will
not remove, of grant to any other party the right to remove, any timber, minerals (|nclud|ng 0|l and gaS) ceal, clay,
scoria, soil, gravel or rock products without Lender's prior written consent.

Removal of Improvements. Grantor shall not demolish or remove any Improvements from the Heel Property without
Lender's prior writter consent. As a condition to the removal of any Improvements, Lender may require Grantor 1o rnTke

arrangements satisfactory to Lender to replace such Improvements with Improvements of at least equal-valle,

tender's Right to Enter. Lender and Lender's agents and representatives may enter upon the Fes Property eh all
reasonable times to attend to Lender's interests and to inspect the Real Property for purposes of Grantors compllance
with the terms and conditions of this Deed of Trust.

Compllance with Governmental Requirements. Grantor shall promptly comply, and shall promptly caUee-,oompIia
by all agents, tenants or other persons or entities of every nature whatsoever who rent, lease or otherwise use. or 06t
the Property in any manner, with all laws, ordinances, and regulations, now or hereafter in effect, of all govemmental - ;
authorities applicable to the use or occupancy of the Property, including without limitation, the Americans With Disabilifies:
Act. Grantor may contest in good faith any such law, ordinance, or regulation and withhold compliance during i n’y
proceeding, inciuding appropnate appeals, so long as Grantor has notified Lender in writing prior to doing so and $o. + .-
long as, In Lender's sole opinion, Lender's interests in the Property are not jeopardized. Lender may require Granto F
post adequate security or a surety bond, reasonably satisfactory to Lender, to protect Lender's interest.

Duty to Protect. Grantor agrees neither to abandon or Isave 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

\\\\\\W\t\\%‘i\\ﬂ\‘l\ﬁlﬂﬁﬂ\\ﬂﬂl\mﬂ\ﬂ

Skaglt County Audttor o
4
6/18/2003 Page 2 of g9 3




S DEED OF TRUST
|___.,o‘_aq.ir No: 1060000049 (Continued) Page 3

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 Trust or (B) increase the interest rate provided for in the Nole or other document evidencing
fhe Indebtedness and impose such cther conditions as Lender deems appropriate, upen the sale or transfer, without Lender’s
pricr written consent, of all or any part of the Real PrOperty or any interest in the Real Property. A "sale or transfer" means the
conveyance of Real Property or any right, title or interest in the Real Property; whether lagal, beneficial or equitable; whether
voluntary or |nvoluntary, whether by outright sale, deed, installment sale contract, land contract, contract for deed, leasehold
interest with-a term gréater than three (3) years, lease-option contract, or by sale, assignment, or transfer of any beneficial
interest"in. or_to any fand trust holdmg tile to the Real Property, or by any other method of conveyance of an interest in the
Real Property. If any Grantor Is a corporation, partnership or limited liability company, transfer also includes any change in
ownership of .moré. than kwenty-five percent (25%) of the voting stock, partnership interests or limited liability company
interests, as-the case may ‘be, of such Grantor. However, this option shall not be exercised by Lender if such exercise is
prohibited by federal law or by Washlngton law.

TAXES AND LIENS, The' fo_llow_!ng 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, assessmants,
charges (including water and ewer), 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 agsessments not due, except for the Existing Indebtedness referred to below, and except
as otherwise provided i this Dsed of Tryst.

Right to Contest. Granto_r may wlthhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the cbligation 1o pay, so long as Lender's interast in the Property is not jecpardized. if a lien arises or is
filed as a result of nonpaymenit, Grantor shall within fitteen (15) days 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 lien, or if requested by Lender, deposit with
Lender cash or a sufficient corporate sursty-bond or other security satisfactory to Lender in an amount sufficient to
discharge the lien plus any costs-and attorrieys' fees, or other charges that could accrue as a result of a foreclosure or
sale under the lien. In any contest, Granfor shall defend itself and Lender and shall satisfy any adverse judgment before
enforcement against the Property. - Grantor shall name Lender as an additional obligee under any surety bond fumished

in the contest proceedings.

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

Notice of Construction. Grantor shall notlty Lender at least fifteen (15) days before any work is commenced, any
services are furnished, or any materials are supplied 1o the Property, if any mechanic’s lien, materialmen’s lien, or other
lien could be asserted on account of the work, services, or materials, Grantor will upon request of Lender furnish to
Lender advance assurances satisfactory to Lender 1hat Grantor can and will pay the cost of such improvements.

PROPERTY DAMAGE INSURANCE. The following prowsmns relatmg to insuring the Property are a pan of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and ma:ntam pohmes of fire insurance with standard extended
coverage endorsements on & fair value basis for the full ingdrable value covering all Improvements on the Real Property
in an amount sufficient to avoid application ot any colnsurince clause, and with a standard mortgagee clause in favor of

Lender. Grantor shall also procure and maintain comprehensive general:liability insurance in such coverage amounts as
Lender may request with Trustee and Lender being named, as. additional insureds in such liability insurance policies.

Additionally, Grantor shall maintain such other insurance, including bit nét limited 1o hazard, business interruption, and

boiler insurance, as Lender may reasonably require. Policies shall be wiiftén in form, amounts, coverages and basis
reasonably accepiable 10 Lender and issued by a company or compqmes reasonably acceptable {0 Lender. Grantor,

upon request of Lender, will deliver to Lender from time to timé the policies ‘or certificates of insurance in form
satisfactory to Lender, including stipulations that coverages will not be, cancellsd or diminished without at least ten (1 0)
days prior written notice to Lender. Each insurance policy also shall'include-an endorsement providing that coverage in

favor of Lender will not be impaired in any way by any act, omission or.gdefautt of-Grantor or any other person. Should

the Real Property be located in an area designated by the Director of the Federal Emergercy Management Agency as a
special flood hazard area, Grantor agrees to obtain and maintain Federal Flood insuranige; if available, within 45 days
after nolice is given by Lender that the Property is located in a special flood hazard area, for the full unpaid principal
balance of the loan and any pricr liens on the property securing the oan, up 1o the maximum pollcy limits set under the

Natlonal Flood Insurance Program, or as otherwise required by Lender, and i malntam such insurance for the term of
the loan.

Application of Proceeds. Grantor shall promptly nctify Lender of any loss or damage 1o the Property, Lender may
make proof of loss if Grantor fails to do so within fifteen (15) days of the casualty. Whether or not Lenders security is
impaired, Lender may, at Lender's alection, receive and retain the proceeds of any insurance and apply the proceeds to

the reduction of the Indebtedness, payment of any lien affecting the Property, or the-restoration arid repair of the

Property. If Lender elects to apply the proceeds 1o restoration and repair, Grantor shall repair or replace the damaged or

destroyed Improvements in a manner satisfactory to Lender. Lender shall, upon satisfactory propf of-such expenditure

pay or reimburse Grantor from the proceeds for the reasonable cost of repair or restoration tGranftor-is not in default
under this Deed of Trust. Any proceeds which have not been disbursed within 180 days after. thelr 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-io the principal

balance of the Indebtedness. If Lender holds any proceeds after payment in full of the Indebtedriess. such preceeds

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

effect, oompllance with the insurance prows»ons contained in the instrument ewdencmg such Exsstlng Indebt_edne_ss shal_!

constitute compliance with the insurance provisions under this Deed of Trust, to the extent compliance Wi_ih-,_the terms of
this Deed of Trust would constitute a duplication of insurance requirement. If any proceeds from the insurance become.«
payable on loss, the provisions in this Deed of Trust for division of proceeds shall apply only to that pomon of the - #

proceeds not payabla to the holder of the Existing Indebtedness.

Grantor's Report on Insurance. Upon request of Lender, however not mors than once a year, Grantor shall fumlsh 1o

Lender a report on each existing policy of insurance showing: (1) the name of the insurer; (2) the risks insured; (3)

the amount of the poicy; (4) the property insured, the then cument replacement value of such property, and the manner:" ..
of determining that value; and (5) the expiration date of the policy. Grantor shall, upon request of Lender, havs, an

independent appraiser satisfactory to Lender determine the cash value replacement cost of the Property. .
LENDER’'S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lender's interest in the

Property or it Grantor fails to comply with any provision of this Deed of Trust or any Related Documents, including but not
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~":I|rn|ted to Grantor’s failure to comply with any obligation to malintain Existing Indebtedness in good standing as required
below, OF o d:scharge or pay when due any amounts Grantor is required to dlscharge or pay under thas Deed of Trust or

Indebtedness an’d._ét l._e_nder's option, will (A) be payable on demand; (B) be added to the balance of the Note and
apportioned -among and be payable with any installment payments to become due during sither (1) the term of dny

and payable at the Note's maturity. The Deed of Trust also will secure payment of these amounts. Such right shall
addition to all other"rights and‘ramedies to which Lender may be entitled upon Default,

WARRANTY; DEFENSE 0F 11TLE. The following provisions relating to ownership of the Property are a part of this Dead of
Trust;

Title. Grantor warrants.‘ Ihat:_ “{a) Grantor holds good and marketable tile of record to the Property in fee simple, free
and clear of afl ffens and. encumbrances other than those set forth in the Real Property description or in the Existing
Indebtedness section beldw or in any title insurance policy, title repor, or final file opinion issued in favor of, and
accepted by, Lender in connegtion:with this Deed of Trust, and (b) Grantor has the full right, power, and authority to
execute and deliver this Deed of Trust to Lender.

Defense of Title. Subject to'the-exEiption in the paragraph above, Grantor warrants and will forever defand the titlg to
the Property against the lawful claims of all persons. In the event any action or proceeding is commenced that questipns
Grantor's fitle or the interest.of Trustee ‘or:Lender under this Deed of Trust, Grantor shall defend the action at GranTor's
expense. Grantor may be: the nominal party in such proceeding, but Lender shall be entitled to participate in fhe
proceeding and to be represented in the proceeding by counsel of Lender's own choice, and Grantor will deliver, [or
cause to be delivered, to Lender such |nstruments as Lender may request from time to time to permit such participation.

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

Survival of Representations and Warranties. All reprasentatlons warranties, and agreements made by Grantor inthis
Deed of Trust shall survive the execution and délivery of this Deed of Trust, shall be continuing in nature, and ghall
remain in full force and effect until such_ti_rne as I_';l.orr_c‘twer’s Indebtedness shall be paid in full.

EXISTING INDEBTEDNESS. The following provisions conceming Existing Indebtedness are a part of this Deed of Trust:
Existing Lien, Tha lien of this Deed of Trust securing the Indsbtadness may be secondary and inferior to an ex%ting

lien. Grantor expressly covenants and agrees fo pay, or'see to the payment of, the Existing Indebtedness and to prevyent
any default on such indebtedness, any default winder the instrumants evidencing such indebtadnass, or any dafdult
under any security documents for such indebtedness. i

No Modification. Grantor shall not enter into any agreement with the holder of any mortgage, deed of trust, or oter
security agreement which has priority over this Deed ‘ef Trust by which that agreement is modified, amended, extended,
or renewed without the prior written consent of Lendér. Grantor shall neither request nor accept any future advan
under any such security agreemaent without the prior written consent. of Londer

CONDEMNATION. The following provisions refating to condemnatton proceedmgs are a part of this Deed of Trust: !

Proceedings. If any procesding in condemnation is filed; __Grantor shall promptly notify Lender in writing, and Grarttor
shall promptty take such steps as 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 participate-in-the proceeding and to ba represented jin
the proceeding by counsel of its own choice all at Grantor's experigé, and Grantor-will deliver or cause to be delivered to
Lender such instruments and documentation as may be requested by Lender from time to tme to permit such
participation.

Application of Net Proceeds. If all or any part of the Property is condemned by smment domain proceedings or by any
proceeding or purchase in lieu of condemnation, Lender may at its 'slection‘regiire that all or any portion of the het
proceeds of the award be applied to the indebtedness or the repair or restoration of the Property. The net procseds;of
the award shall mean the award after payment of all reasonable costs, sxpenses, and attorneys fees incurred by Trustee
or Lender in connection with the condemnation.

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES The tollownng provisions ralatr‘ g to
governmental taxes, fees and charges are a part of this Deed of Trust:

Current Taxes, Fees and Charges. Upon request by Lender, Grantor shall execute such documems in addition to this
Deed of Trust and take whatever other action is requested by Lender to perfect and continue’Lender’s lien on the
Property Grantor shall relmburse Lender for all taxes, as descnbed below together with all expenses incurr

and other charges for recording or registering this Deed of Trust.
Taxes. The following shalf constitute taxes to which this section applies: (1) a specrﬁc tax upon thls type of D

on all or any portion of the Indebtedness or on payments of principal and interest made by Borrower

Subsequent Taxes. If any tax to which this section applies is enacted subsequent to the date of thls Desd of Trust
event shalt have the same effect as an Event of Default, and Lender may exercise any or all of its avarlable remedr

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

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions relating to this Deed of Trust as a sec Jrlt\;
agreement are a part of this Deed of Trust: s

Security Agreement. This instrument shall constitute a Security Agreement to the extent any of the Property cOnstltgrtﬁsj__?
fixtures, and Lender shall have alt of the rights of a secured party under the Uniform Cormmercial Gode as amended frgm s #
time to time.

Security Interest. Upon request by Lender, Grantor shall execute frnancmg statoments and take whatever olher acfion"
is requested by Lendsr to perfect and continue Lender's security interest in the Rents and Personal Property. In addition .«
to recording this Deed of Trust in the real property records, Lender may, at any time and without further authorization™
trom Grantor, file executed counterparts, copies or reproductions of this Deed of Trust as a financing statement, Grantor
shall reimburse Lender for all expenses incurred in perfecting or continuing this security interest. Upon default, Grantor
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shall ot remove, sever or detach the Personal Property from the Property. Upon default, Grantor shall assemble any
; ..~ Personal Property not affixed to the Proparty in a manner and at a place reasonably convenient to Grantor and Lender

and make-it available to Lender within three (3) days after receipt of written demand from Lender 1o the extent permitted
by apphcable law.

.Addresses The mailing addresses of Grantor (debtor) and Lender {secured party) from which information concerning
:the security, |nterest granted by this Deed of Trust may be obtained (each as required by the Uniform Commercial Code}
are as stated on the first page of this Deed of Trust.

FURTHER" ASSURANCES ATTORNEY-IN-FACT. The following provisions relating to further assurances and
attorney-in-fact arg‘a part of this Deed of Trust:

Further Assuranoes “At any time, and from time to time, upon request of Lender, Grantor will make, execute and
deliver,-or will calise to'be made, executed or delivered, to Lender or to Lerder's designee, and when requested by

Lender, cause 1o be filed, recorded, refiled, or rerecorded, as the case may be, at such times and in such offices and
places as Lender mdy déem 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 solé opinion of Lender, be necessary or desirable in order to effectuate, complete, perfect,

continue, or preserve (1)  Borrower's and Grantors obligations under the Note, this Deed of Trust, and the Related
Documents, and’ (2) the-liens.and security interests created by this Deed of Trust on the Property whether now owned
or hereafter acquired by Grantor” Unless prohibited by law or Lender agrees to the contrary 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. If Grarﬂor falls o do any of the things referred to in the preceding paragraph, Lender may do so for
and in the name of Grantor and-at Grantor's expense. For such purposes, Grantor hereby imevocably appoints Lender
as Grantor's attorney-in-fact for the purpose of making, executing, delivering, filing, recording, and doing all other things
as may be necessary or deswable, in; Lenders sole opinicn, to accomplish the matters referred to in the preceding
paragraph.

FULL PERFORMANCE. If Bormwer pays all the Indebtedness when due, and otherwise performs all the obligations imposed
upon Grantar under this Deed of Trust, Lender: $hall execute and deliver to Trustee a request for full reconveyance and shall
execute and deliver to Grantor suitable”statements of-termination of any financing statement on file evidencing Lender’s
security interest in the Rents and the Personal Propeny Any reconveyance fee shall be paid by Grantor, if permitted by
applicable law. The grantee in any reconyeyance.may be described as the "person or persons legally entitied thereto”, and
the recitals in the reconveyance of any matters or facts shall be conclusive proot of the truthfulness of any such matters or
facts.

EVENTS OF DEFAULT. Each of the followmg. at Lendars optlon, shall constitute an Event of Default under this Deed of
Trust:

Payment Default. Borrower fails to make any ,payment when due under the Indebtedness.

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

Compliance Default. Failure to comply with any other term, obhgatnon, covenant or condition contained in this Deed of
Trust, the Note or in any of the Related Documents, If such.d faillure’is curable and if Borrower or Grantor has not been
given a rotice of a breach of the same provision of this Deed of Trust within the preceding twslve {12) months, it may be
oured (and no Event of Default will have occurred) if Borrower or Graritor, after Lender sends written notice demanding
cure of such failure: (a) cures the failure within thirty (30).days; or " (by if the cure requires more than thirty (30) days,
immediately initiates steps sufficient to cure the failure and thareafter gontinues and complstes all reasonable and
necessary steps sufficient to produce compliance as soon as réasonabty practical,

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

False Statements. Any warranty, representation or statement made'or furnjsﬁed to Lender by Borrower or Grantor or
on Borrower's or Grantor's behalf under this Deed of Trust or the Related Documents is false or misleading in any
material respect, either now or at the time mads or furnished or becomes false‘or. !T\ISIeadlng at any time thereafter.

Defective Coliateralization, This Deed of Trust or any of the Related Documents ceases to be in full force and effect
{including failure of any collateral documsnt to create a valid and perfected secunty |nterest or lien) at any time and for
any reason.

Death ot insolvency. The dissolution or termination of Borrower’s or Granters emslenca as a going business or the
death of any partner, the insolvency of Borrower or Grantor, the appointment of ‘a-receiver for-any part of Borrower's or
Grantor's property, any assignment for the benefit of creditors, any type of creditor workout, or the commencement of
any proceeding under any bankruptey or insolvency laws by or against Borrower or Grantor 0

Creditor or Forfeiture Proceedings. Commencement of foraclosure or forfsiture: proceedlngs ‘whether by judicial
proceeding, self-help, repossession or any other method, by any creditor of Borrower or-Grantor of by any governmental

agency against any property securing the Indebtedness. This includes a garnishment of.any-of Borrower's or Grantor's
accounts, including deposit accounts, with Lender. However, this Event of Default shall not applyif tHerg'is a good faith
dispute by Borrower or Grantor as fo the validity or reasonableness of the claim which is thié basis of the.creditor or
forfaiture proceeding and if Borrower or Grantor gives Lender written notice of the creditor or forfeiturs_préceeding and

deposits with Lender monigs or a surety bond for the creditor or forfeiture proceeding, in an amount determmed by

Lender, in its sole discretion, as being an adequate reserve or bond for the dispute. )

Breach of Other Agreement, Any breach by Borrower or Grantor under the terms of any other.a‘greémeni beMeen
Borrower or Grantor and Lender that is not remedied within any grace period provided therein, including withous

limitation any agreement concerning any indebtedness or other obligation of Borrower or Grantor to Lender, whether

existing now or later.

Events Affecting Guarantor, Any of the preceding events occurs with respect to any Guaranlof’-:.cf-. any: .6f the =,
Indebtedness or any Guarantor dies or becomes incompetent, or revokes or disputes the validity of, or liability under
any Guaranty of the Indebtedness. In the event of a death, Lender, at its optlon may, but shall not be requirgd to;" -
permit the Guarantor's eéstale 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 Borrower's or Grantor's financial condition, or Lender beheves <
the prospect of payment or performance of the Indebtedness is impaired.

Insecurity. Lender in good faith believes itself insecure.
Existing Indebtedness. The payment of any instaliment of principal or any interest on the Existing Indebtedness is not
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made within the time required by the promissory note evidencing such indebtedness, or a default ocours under fhe
; [istniment securing such indebtedness and is not cured during any applicable grace petiod in such instrument, or gny
* ¢ suit or other action is commenced to foreclose any existing lien on the Property.

“ Right to-Cure. If such a failure is curable and if Borrower or Grantor has not been given a notice of a breach of| the
samaé provision of this Deed of Trust within the preceding twelve (12) months, it may be cured (and no Event of Default
wil have occurred) if Borrower or Grantor, after Lender sends written notice demanding cure of such failure: {a) cures
the failure within thirty (30) days; or (b) if the cure requires more than thirty (30} days, immediately initiates steps
suffigient. o cure the failure and thereafter continues and completes all reasonable and necessary steps sufficient to
preduce compl |ance ‘a8 500N as reasonably practical.

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

Election'of Flemedies. Efection by Lender to pursue any remedy shall not exclude pursuit of any other remedy, an
election to make ‘expenditures or to take action to perform an obligation of Granter under this Deed of Trust,
Grantor’s failure to peﬂom shall not affect Lender's right 1o declare a default and exercise iis remedies.

Accelerate indebtedriess. Lender shall have the right at its option to declarg the entire Indebtedness immediately
and payabls, including any: prepayment penalty which Borrower would be required io pay.

Property to make payments of rent or use fees dlrectly to Lender. If the Rents are collected by Lender, then Gr.
irrevocably designates Lender as Grantm’s attomey-in-fact to endorse instruments received in payment thereof in the
name of Grantor and to negotiate the same and-collect the proceeds. Payments by tenants or other users to Lenddr in
response to Lender's demand shall $atisfy the obligations for which the payments are mads, whether or not any proper
grounds for the demand existed. Lender, may exerclse its rights under this subparagraph either in paerson, by agent| or
through a receiver.

Appoint Recelver. Lender shall have the rlght to have- a receiver appointed to take possassion of all or any part oftthe
Property, with the power to protect and preservé the.Property, to operate the Property preceding or pending foreclosure

or sale, and to collect the Rents from the Property-and apply the procesds, over and above the cost of the recaivership,
against the Indebtedness. The receiver may serve-without bond if permitted by law. Lender's right to the appointment

of a receiver shall exist whether or not the apparant value of the Property exceeds the Indebtedness by a substartial
amount. Employment by Lender shall not disqualify a person from serving as a recelver.

Tenancy at Sufferance. If Grantor remains in posseéision of the Preperty after the Property is sold as provided abovp or
Lender otherwise becomes entitled to possession of the Property upon default of Grantor, Grantor shall becomp a
tenant at sufferance of Lender or the purchaser of the Property and: shall, at Lender's option, either (1) pay a
reasonable rental for the use of the Property, or (2) vacate.thie, Properly :mmedlatsly upon the demand of Lender.

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

Notice of Sale. Lender shall give Grantor reasonable not»ce ef the tlme “and place of any public sale of the Pers¢nal
Property or of the time after which any private sale or other intended disposition. of the Personal Property is to be mﬁ
Reasonable notice shall mean notice given at least ten (10) days beforg the time of the sale or disposition. Any sale of
the Personal Property may be made in conjunction with any sale of the Real Propeny

Sale of the Property. To the extent permitted by applicabls law, Bofrower ang Grantor hereby waives any and all nghts
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 separate. sales Lender shaII be entitled to bid at any
public sale on all or any portion of the Property.

Attorneys’ Fees; Expenses. If Lender institutes any suit or action to enforce any of me terms of this Deed of Trust,
Lender shall be entitled to recover such sum as the court may adjudge reascndble as attorneys’ fees at trial and upon
any appeal. Whether or not any court action is involved, and to the extsnt ‘not.prohibited by law, all reason
expenses Lender incurs that in Lender's opinion are necessary at any timefor thp protéction of its interest or|the
enforcement of its rights shall become a part of the Indebtedness payable on demand and-shall bear interest at the Npte
rate from the date of the expenditure until repaid. Expenses covered by this paragraph include, without limitation,

however subject to any limits under applscable law, Lender’s attorneys' fees and Lendei’s: Iegal expenses whether or ot

searchrng records, obtalmng title reports (lncludlng foreclosure repoﬁs) survsyors repons and appratsal fees, h
insurance, and feas for the Trustes, to the extent permitted by applicable law. Grantor aiso WI|| pay any court cos
addition to all other sums provided by law. .

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

POWERS AND OBLIGATIONS OF TRUSTEE. The following provisions relating to the powers and obllgations of Truptee
(pursuant to Lender's instructions) are part of this Deed of Trust: .

Powers of Trustee. In addition to all powers of Trustee arising as a matter of law, Trustes shall have the power to ke
the following actions with respect to the Property upon the written request of Lender and Grantor: ({a) joini in. prepar 'g
and flling & map or plat of the Real Property, including the dedication of streets or other nghts to the publie;” (b}, joinlin.
granting any easement or creating any restriction on the Real Property; and (c) join in any subordlnatlon or. ot Br
agreement affecting this Deed of Trust or the interest of Lender under this Deed of Trust. : i

Obligations to Notify. Trustee shall not be obligated to notify any other party of a pending sale under any: other ust '
deed or lien, or of any action or proceeding In which Grantor, Lender, or Trustee shall be a party, unless requ;red by
applicable law, or unless the action or proceeding is brought by Trustes.

Trustee. Trustes shall meet all qualifications required for Trustee under applicable law. In addition to the rights nd. _
remedies set forth above, with respect to all or any part of the Property, the Trustee shall have the right to foreclose’by
notice and sale, and Lender shall have the right to foreclose by judicial foreclosure, in either case in accordance with and+
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Successor Trustee. Lender, at Lender’s option, may from time to time appoint a successor Trustee to any Trustee

¢ :~"appointed under this Deed of Trust by an instrument executed and acknowledged by Lender and recorded in the office
-of the fecorder 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, Trustes, 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 exeéuted and acknowledged by Lender or its successors in interest. The successor trustee, without conveyance
of the Property, shall succeed to all the title, power, and duties conferred upon the Trustee in this Deed of Trust and by
appllcable law. Thls procedure for substitution of Trustee shall govern to the exclusion of all other provisions for
subsntutlen

NOTICES. Subject 1o apphcable law, and except for notice required or allowed by law to be given in another manner, any
notice required o, be givert.under this Deed of Trust, including without limitation any notice of default and any notice of sale
shall be given .in writing, and shall be effective when actually delivered, when aclually received by telefacsimile {unless
otherwise required by-law), when deposited with a nationally recognized ovemight courier, or, if mailed, when daposited in
the United States mail, as:first-class, certified or registered mail postage prepaid, directed to the addresses shown near the
beginning of this Deed of Trist, . All copies of notices of foreclosure from the holder of any lien which has priority aver this
Deed of Trust shall be'sent:to:Lendet’s address, as shown near the beginning of this Deed of Trust. Any party may change its
address for notices under this Deed of Trust by giving formal written notice to the other parties, specifying that the purposs of
the notice is to change the party's.address. For notice purposes, Grantor agress to keep Lender informed at all times of
Grantor's current address. Subject to-applicable law, and except for nofice required or allowed by law to be given in another
mannet, if thereg is more than one: Grantor any notice given by Lender to any Grantor is deemed fo be notice given to all
Grantors.

MISCELLANEQUS PHOVISIDNS The followmg miscelianeous provisions are a part of this Deed of Trust:

Amendments. This Deed of Trust, together with any Related Documents, constitutes the entire understanding and
agreement of tha parties as 1o the matters set forth in this Deed of Trust. No alteration of or amendment to this Deed of
Trust shall be effective unless gwen in wrmng ‘and signed by the party or parties sought to be charged or bound by the
alteration or amendment, e

Annual Reports. [f the Property is” used for purposes other than Grantor's residence, Grantor shall fumish to Lender,
upon request, a certified statemerit of et operatlng income received from the Property during Grantor’s previous fiscal
year in such form and detail as Lender shall_require. "Net operaling income" shail mean all cash receipts from the
Property less all cash expenditures made in connecllon with the operation of the Property.

Caption Headings. Caption headings in this Deed of Trust are for convenience purposes only and are not to be used to
interpret ar define the provisions of this Deed of Trust i

Merger. There shall be no merger of the nnterest 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 bel:leflt& of Lender in any capacity, without the written consent of Lender.

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

Choice of Venue. [f there is a lawsuit, Grantor agrees upon Lender s request to submit to the jurisdiction of the courts of
Whatcom County, State of Washington. ,,

Joint and Several Liability. All obligations of Borrower and Grantor under this Deed of Trust shall be joint and several,

and all references to Grantor shall mean each and every Gitantor, and all references to Borrower shall mean each and
every Borrower. This means that each Borrower and Grantor sngmng below is responsible for all obligations in this Deed
of Trust. Where any one or more of the parties is a corporation, partnerehlp, limited liability company or similar entity, it is
not necessary for Lender to inquire into the powers of any of thie officers, directors, partners, members, or other agsnts
acting or purporting to act on the entity's behalf, and any obligations rmade or created in reliance upon the professed

exercise of such powers shall be guaranteed under this Deed of Trust.

No Waiver by Lender, Lender shall not be desmed to have wawed any nghts under this Deed of Trust uniess such
waiver is given in writing and signed by Lender. No delay or omission on the part of Lender in exercising any right shall

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

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

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

not constitute continuing consent to subsequant instances where such consent |s reqmred and in.all cases such consent

may be granted or withheld in the sole discretion of Lender.

Severabllity. If a court of competent jurisdiction finds any provision of this Deed of Trusl to be ilegal, invalid, or
unenforceable as to any circumstance, that finding shall not make the offending” provision illegal, invalid, or
unenforceable as to any other circumstance. If feasible, the offending provision shall be considéred modified so that it
becomes legal, valid and enforceable. If the offending provision cannot be so modified,’ it shall bé copsidered deleted
from this Deed of Trust. Unless otherwise required by law, the illegality, invalidity, or unenforceabmty of any provision of
this Deed of Trust shall not affect the legality, validity or enforceability of any other provisiori‘of thig.Deed of Trust.

Successors and Assigns. Subject to any limitations stated in this Deed of Trust on transfer of Grantor's intorest, this
Deed of Trust shall be binding upon and inure to the benefit of the parties, their successors and- assmne -If ownership of
the Property becomes vested in a person other than Grantor, Lender, without notice to Grantar, ray deal with.Grantor's
successors with reference to this Deed of Trust and the Indebtedness by way of forbearance .or extenswn without
releasing Grantor frorm the obligations of this Deed of Trust or llability 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 trial in any actlon, proceedlng. or

counterciaim brought by any party against any other party.

Waiver of Homestead Exemption. Grantor hereby releases and waives all rights and benefits of the hornestead_ :

exemption laws of the State of Washington as to all Indebtedness secured by this Deed of Trust.

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

Unless specifically stated to the contrary, all references to dollar amounts shall mean amounts in lawful money of the.United.

States of America. Words and terms used in the singular shall include the plural, and the plural shall include the singular, as’ .~ -
the context may require. Words and terms not otherwise defined in this Deed of Trust shall have the meanings attnbuted to

such terms in the Uniform Commercial Code:
Beneficiary. The word "Beneficiary" means Horizon Bank, and its successors and assigns.

Borrower. The word “Borrower” means Creekside Retiremnent Community, L.L.C., and all other persons and entities
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:"sign'ihg the Note in whatever capacity.
¢ “Deed of Trust. The words "Dead of Trust* mean this Deed of Trust among Grantor, Lender, and Trustee, and mclides

without hmltatmn all assignment and security interest provisions retating to the Personal Property and Rents.
Del'ault The word "Default" means the Default set forth in this Deed of Trust in the section titled "Default®.

Event of Defauit The words "Event of Default" mean any of the events of default set forth in this Deed of Trust iy the
évents of dafauit section of this Deed of Trust.

Existing lndebtedms. The words "Existing Indebtedness” mean the indebtedness described in the Existing Uens

provision-of this'Deed-of Trust.

Grantor. The word "Grantor" means Watson Properties, Limited Partnership.

Guarantor The word 'Guarantor means any guarantor, surety, or accommodation party of any or all of] the
Indebtedriess.

Guaranty. The word "Guaranty" means the guaranty frorn Guarantor to Lender, including without limitation a guaranty of
all or part of the Note )

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

Indebtedness. The word "lhdebtedness” means all principal, interest, and other amounts, costs and expenses paydble
under the Note or Relatet Documaits:. togather 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 fo dischafge
Grantor's obligations or expenses incurred by Trustee or Lender to enforce Grantor's obligations under this Deed of
Trust, together with interest on such amounts as provided in this Deed of Trust.

Lender. The word "Lender™ méans Harizon Bank its successors and assigns.

Note. The word "Note* means tHé promissory-note dated June 18, 2003, in the original principal amount of
$100,000.00 from Borrower t&'Lender, together with all renewals of, sxtensions of, modifications of, refinancings of,
consohdahons of, and substitutions“for-"the promnssory note or agreement. NOTICE TO GRANTOR: THE NOTE
CONTAINS A VARIABLE INTEFIEST RATE g

Personal Property. The words 'Persnnal Property mean all equipment, fixtures, and other articles of personal progerty
now or hereafter owned by Grantor, and 'now or hereafter attached or affixed to the Real Property; togesther with all
accessions, parts, and additions to, all replacements of, and all substitutions for, any of such property; and together with
all issues and profits thereon and proceeds {including wrthout limitation: all insurance proceeds and refunds of premiunis)
from any sale or other disposition of the Property !

Property. The word "Propsrty" means collsc’nvely the Rea! Property and the Personal Property.

Real Property. The words "Real Property” meén tha real property, interests and rights, as further described in this Deed
of Trust.

Related Documents. The words "Related Documer__st__é" mean all promissary notes, credit agreements, loan agreemq‘nts,

guaranties, security agresments, mortgages, deeds of trust, -securify deeds, collateral mortgages, and all gther
instruments, agreements and documents, whether now or’ hefeafter existing, executed in connection with the
Indebtedness; provided, that the env:ronmantal indemnity agreemants are not "Related Documents" and are not secufed
by this Deed of Trust.

Rents. The word “Rents” means all present and future rents revenues mcome Issues, royalties, profits, and ather
benefits derived from the Property. )

Trustee. The word "Trustee" means Westward Financiai Servx:es Inc, whose marlmg address is 1500 Comwall Avenus,
Bellingham, WA 98225 and any substitute or successor trustees. .

GRANTOR ACKNOWLEDGES HAVING READ ALL THE Pnowsnons OF 'rms 'DEED OF TRUST, AND GRANTOR
AGREES TO ITS TERMS. i

GRANTOR:

HRYIES, LIMITED PARTNERSHIP

atson Properties, Limited

ey Watson, General Partner of Watson Propertles, Limited
Partnership
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PARTNERSHIP ACKNOWLEDGM

STATE oF [Jash- mlm\ )

coumv OF - QKM\ WY )

/
On this I g-ﬂ\ day of _S LAV ,20 O % , before me, the undersigned
Notary Public, personally appeared Edward J Watson 1ll; Bradley W Watson of Watson Propemes, Limited Partnership,
and personally knownto'me or proved to me on the basis of satisfactory evidence to be of the partnarship that executed the
Deed of Trust and ackrowlédged the Deed of Trust to be the free and voluntary act and deed of the partnership, by authority
of statute or its Partnership Agreément, for the uses and purposes therein mentioned, and on cath stated that they are
authorized to execute-this Deed of Trust and In fact executed the Deed of Trust on behalf of the partnership.

By w ) Residing at lﬂm'i" I/'W [y
Notaégblic ﬁnd for the_::;-‘.t;te“ﬁf‘ 1 ﬁ . My comm|ss;on expires _[- 15-07

REQUEST FOR FULL RECONVEYANCE
To: .=, Trustee

The undersigned is the legal owner and holder of all mdebledness secured by this Deed of Trust. You are hereby requested,
upon payment of all sums owing to you,fo reconvay without warranty, to the persons entitled thereto, the right, tile and
interest now held by you under the Deed of T rust :

Date: . o 3 " Beneficiary:
i e By:
Its:

LASER PRO Lending, Yar. 5.21.50.002 Copr, Harland Financial Solutiong, Ina. 1967, 2003. AH Rights Ressrvad. - WA picliwiCFILPLG01 FC TR-4246

mm\\\mm\\\w

P.\Jd‘tof 9 3‘.45"_‘_"“_,
g of

kag‘

2




