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DEED OF TRUST

DATE: May 7, 2004

Reference # (if appllcabie) Additional on page
Grantor(s): o
1. MACJENNEN;, LLC

Grantee(s)
1. Horizon Bank :
2. Westward Financial® Servnces Corporation Trustee

Legal Description: Lots 6- 11, together W|th abandoned right-of-way,
Block 42 "Anacortes” : Additional on page 2

Assessor's Tax Parcel ID#: 3772 042—010 0000 (L55120), 3772-042-011-0008 (L55121),
3772-042-099-004 (L55123) ;

THIS DEED OF TRUST is dated May 7, 2004, amohg MacJennen, LLC as Sub-Lessee under
long term lease dated February 26, 2004, recorded under Auditor’s File No. 200403030073,
Skagit County Auditor, between MacJennen,‘LLC as Sub-Lessee and Fourteenth Street
Corporation as Sub-Lessor ("Grantor"); Horizon Bank whose mailing address is Whatcom
Commercial Center, 2211 Rimland Dr. Suite #230, Bellmgham WA 98226 (referred to below
sometimes as "Lender" and sometimes as "Benéficiary"); and Westward Financial Services
Corporation, whose mailing address is 1500 Cornwall Avenue, Bellingham, WA 98225
(referred to below as "Trustee"). ;
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CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale, right
-of entry’and_possession and for the benefit of Lender as Beneficlary, all of Grantor's right, title, and interest in, o and
indetthe'i ease described below of 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, water rights and
ditch rights (including stock in utilities with ditch or irrigation rights), and all other rights, royalties, and profits refating to the
real préperty, including without limitation any rights Grantor later acquires in the fee simple title to the fand, subject to the
Lease; and-all_minerals, oil, gas, gecthermal and similar matters, (the "Real Property") located in Skagit

County, State of Washlngton-
Parcel "A" W

Lots 6 to 105 incluswe, Block 42, "MAP OF THE CITY OF ANACORTES", according to the
plat thereof recorded in Volume 2 of Plats, page 4, records of Skagit County,
Washlngton.

Parcel "B":

Lot 11, Block 42, “MAP OF THE CITY OF ANACORTES", according to the plat thereof
recorded in Volume 2. of Plats, page 4, records of Skagit County, Washington.

TOGEHTER WITH that portlon of the vacated alley as would attach by the operation of
law.

Parcel "C":

That portion of abandoned rlght-of-way of the Great Northern Railway Company in
Government Lot 1, Section 19 Townshlp 35 North, Range 2 East, W.M., bounded as
follows:

On the North by the North Iine "of"BIock_A- , " MAP OF THE CITY OF ANACORTES", ac
cording to the plat thereof recorded-in.Volume 2 of Plats, page 4, records of Skagit
County, Washington, extended Westerly; on the East by the Northeasterly line of said
abandoned right-of-way; on th South by the Westerly extension of the South line of said
Block 42; on the West by the Southwesterly line of said abandoned right-of-way and the
East line of "Q" Avenue;

EXCEPT that portion lying between the extended North and South lines of the alley
through said Block 42,

Situate in Skagit County, State of Washmgton

The Real Property or its address is comrnonly known as. 1019 13th St, Anacortes, WA
98221. The Real Property tax identification number “is‘ 3772-042-010-0000 (L55120),
3772-042-011-0009 (L55121), 3772-042-099-004 (L551 23)

Grantor hereby assigns as security to Lender, all of Grantor’s right, title, and mterest inand to all leases, Rents, and profits of
the Property. This assignment is recorded in accordance with RCW 65.08.070; the' fieni created by this assigrment is infended
to be specific, perfected and choate upon the recording of this Deed of Trust. “Lender. gtrits. 1o Grantor a license to collect
the Rents and profits, which license may be revoked at Lender's option and shall be automatlcaily revoked upon acceleration
of all or part of the Indebtedness.

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

PAYMENT AND PERFORMANCE. Except as otherwise provided in this Deed of Trust, Grantor shall pay to Lender all
amounts secured by this Deed of Trust as they become dus, and shall strictly and in a tlmely manner, perfonn all of Grantor's
cbligations under the Note, this Deed of Trust, and the Related Documents.

POSSESSION AND MAINTENANCE OF THE PROPERTY. Grantor agrees that Grantors possessron and use of the Property
shall be governed by the following provisions:

Possession and Use. Unitil the occurrence of an Event of Default, Grantor may (1) ramain i possessnon and control of
the Property; (2) use, operate or manage the Property; and (3) collect the Rents from the:Property (this privilege is a
license from Lender to Grantor automatically reveked upon default) The following provisions rélate to ths use of the
Property or to other limitations on the Property. The Real Property is not used principally for agnoultural purposes

Duty to Maintaln. Grantor shall maintain the Property in tenantable condition and promptly perform all repalrs,
replacements, and maintenance necessary to preserve its value.

Nuisance, Waste. Grantar shall not cause, conduct or permit any nuisance nor commit, permit, or suﬂer any stnpping of-

or waste on or to the Property or any portion of the Property. Without limiting the generality of the foregoing, Grantor will
not remove, or grant to any other party the right to remove, any timber, minerals (including oil and gas}:. coal clay,
scoria, soll, gravel or rock products without Lender's prior written consent.

Removal of Improvements. Grantor shall not demolish or remove any Improvements from the Real Property wnhout"_;k'
Lender's prior written consent. As a condition to the removal of any Improvements, Lender may require Grantor. fo make
arrangements satisfactory to Lender to replace such Improvements with Improvements of at least equal value. ’

Lender's Right to Enter. Lender and Lender's agents and representatives may enter upon the Real Property af aIT'“__.:" '
reasonable times to attend to Lender's interests and to inspect tha Real Property for purposes of Grantor's compl:ance-"'
with the terms and conditions of this Deed of Trust.

Compliance with Governmental Requirements. Grantor shall promptly comply, and shall promptly cause compliance
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S by aﬂ ‘agents, tenants or other persons or entities of every nature whatsoever who rent, lease or otherwise use or occupy
¢ 7 the Property in any manner, with all laws, ordinances, and regulations, now or hereafter in effect, of all governmental
~~authorities applicable to the use or occupancy of the Propsrty, 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
_proceedlng, including appropnate appeais, so long as Grantor has notified Lender in writing prior to doing so and so
{lohg as, in Lenders sole opinion, L.ender's interests in the Property are not jeopardized. Lender may require Grantor to

: post adequate secunty or a surety bond, reasonably satisfactory to Lender, to protect Lender’s interest.

Duty to'Protect:” Grantor agraes neither to abandon or leave unattended the Property. Grantor shall do all other acts, in
additlon-15 those acts set forth above in this section, which from the character and use of the Property are reasonably
necessary.to protect and preserve the Property.

Compliance with Leagé. Grantor will pay all rents and will strictly observe and perform on a timely basis all other terms,
covenarits, and ‘conditions.of the Lease. Grantor will indemnify and hold Lender harmless against all losses, liabilities,

actions, suits, procegdings,-costs including attomeys’ fees claims, demands, and damages whatsoever which may be
incurred by reason of Grantor s failure to pay rents or strictly observe or perform under the Lease.

Other Agreements’ Relatlng:”l_o the Lease. Grantor further agrees (1) not to surrender, terminate, or cancel the Lease,
and (2) not to.modify;.changs, supplement, alter, or amend the Lease, either orally or in writing, without Lender’s prior
written consent. Any attémpt-by Grantor to do any of the foregoing without Lender's prior written consent will be vaid
and of no force and effect. -At Lander's option, Grantor will deposit with Lender as further security all original documents
relating to the Lease ang the !easehold interest in the Property. Unless Grantor is in breach or default of any of the terms
contained in this Deed of Trust, Lender will have no right to cancel, modify, changs, supplement, alter or amend the
feasehold interest, No.estate in‘the Property, whether fee tile to the leasehold premises, the leasehold estate, or any
subleasehold estate, will merge without Lender express written consent; rather these estates will remain separate and
distinct, even if there is a union of these estates in the landlord, Grantor, or a third party who purchases or ctherwise
acquires the estates. Grantor further agrees:that if Grantor acquires all or a portion of the fee simple title, or any other
leasehold or subleasehoid titls to-the Property, that title will, at Lender’s option, immediately become subject ta the terms
of this Deed of Trust, and Grantor-will execute, deliver and record all documents necessary or appropriate to assure that
such title is secured by this Deed of Trust’

Notices Relating 1o the Lease, éﬁ_’griiér wil promplty notify Lender in writing:

(1) if Grantor is in default in ﬂ'\é"ﬁerfqrmahf:e"or observance of any of the terms, covenants, or conditions which
Grantor is to perform or observe unider the-Lease;

{2) if any event occurs which would cénstitﬂ"te a default under the Lease;
{(3) if any notice of default is given to Grantor by the landlord under the Lease;

(4) if, pursuant to the Lease, any procesds feceived for the Property are deposited with someone other than
Lender, whether received from any msurance on the Property or from the taking of any or all of the Property by
eminent domain; and

(5) if any arbitration or appraisal proceedmgs are requested or, instituted pursuant to the Lease.

Grantor agrees to provide Lendear promptly with a oopy of all wr!_tlen materials relating to any of the above and te provide
Lender with such other information as Lender may reasonably-tequest, “Grantor agrees that promptly after the execution
and delivery of this Deed of Trust, Grantor will notify the landlord under.thie Lease in writing of the execution and delivery
of this Deed of Trust and of the name and address of Lender.and will dellver a copy of this Deed of Trust to the landlord.

Option to Cure Lease Default. Upon Lender's receipt of any written notice of  Grantor's default under the Lease,
Lender may, at Lender's option, cure such default, even tholigh Grantor, o ziny, party on behaif of Grantor, quastions or
denies the existence of such default or the nature of the defalilt: Grantor exprassly grants to Lender the absolute and
immediate nght to enter upon the Property to such extent and as often as Lender in it sole discretion deems necessary
or desirable in order fo prevent or cure any such default by Grantor. @

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lender's ophon Ay declare immediately due and payable all
sums secured by this Deed of Trust or (B} increase the Interest rate pravided fof inthe Note or other document evidencing
the Indebtedness and impose such other conditions as Lender deems appropnate upon: the' sale or transfer, without Lender's
prior writter: consent, of all or any part of the Real Property, or any interest in the Real Propetty. A “sale or transfer” means the
conveyance of Real Property or any right, title or interest in the Real Property; whether legal, bensficial or equitable; whether
voluntary or involuntary; whether by outright sale, deed, Installment sale contract, Jand contract, contract for deed, leasehoid
interast with a term greater than three (3) years, lease-option contract, or by sal'e_. assignment; or transler of any beneficlal
interest in or to any land trust holding title to the Real Property, or by any other method -of conveyance of an interest in the
Real Property. If any Grantor is a ¢orporation, partnership or limited liability company, transfer also includes any change in
ownership of more than twenty-five percent (25%) of the veting stock, parinership interests_of limited liability company
interasts, as the case may be, of such Grantor. However, this option shall not be exerclsed by Lender rf such exercise is
prohibited by federal law or by Washington law.

TAXES AND LIENS. The following provisions relating to the taxes and liens on the Property are part of th|s Deed of Trust:

Payment. Grantor shall pay when due (and in all events prior to delinquency) all taxes, special’ mxes assessments,
charges (including water and sewer), fines and umposmons 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 fumished to the Property. Grantor shall
maintain the Property free of ali 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 Deéd of Trust

Right to Contest. Grantor may withhold payment of any tax, assessment, or claim in connectlon_ with-a good-- faith
dispute over the obligation to pay, so long as Lender’s interest in the Property is nat jeopardized. .M a.lien arises or is
filed as a result of nonpayment, Grantor shall within fifteen (15) days after the lien arises or, If a llen‘is™flled, Within fifteen
(15) days after Grantor has notice of the filing, secure the discharge of the lien, or if requested by Lendsr, deposit with,
Lender cash or a sufficient corporate surety bond or other security satisfactory to Lender in an amount sufficient 10
discharge the lien plus any costs and attomeys' fees, or other charges that could accrue as a result of a foreclosure or .
sale under the lien. In any contest, Grantor shall defend itseif and Lender and shall satisfy any adverse judgment befors
enforcement against the Property. Grantor shall name Lender as an additional obligee under any surety bond turmshad i
in the contest proceedings.

Evidence of Payment. Grantor shall upon demand fumnish to Lender satisfactory evidence of payment of the taxes or’ E
assessments and shall authorize the appropriate governmental official to deliver to Lender at any time & written statement
of the taxes and assessments against the Property. ;

Notice of Construction. Grantor shall notify Lender at least fifteen (15) days before any work is con"manced,'-an’y
services are fumnished, or any materials are supplied to the Property, it any mechanic’s lien, materialmen’s lien, or other
tien could be asserted on account of the work, services, or materials. Grantor will upon request of Lender fumish to
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Lendar advance assurances satisfactory to Lender that Grantor can and will pay the cost of such improvements.

PFIOPEFITY DAMAGE INSURANCE. The following provisions relating to insuring the Property are a part of this Deed of
Trust '

_}Maintenance of Insurance. Grantor shall procure and maintain policies of fire insurance with standard extended
‘eoverage ehdorsements on a replacement basis for the full insurable value covering all Improvements on the Real
~Property in-an’amount sufficient to avoid application of any coinsurance clause, and with a standard mortgagee clause in
tavar 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: Addltmnally, Grantor shall maintain such other insurance, including but not limited to hazard, business
interruptiori, and boller. insurance, as Lender may reasonably require. Policies shall be written in form, amounts,
coverages and basis redsonably acceptable to Lender and issued by a company or companies reasonably acceptable to
Lender. -Grantor, upon request of Lender, will deliver to Lender from time to time the policies or certificates of insurance
in form satusfactory to-Lender, including stipulations that coverages will not be cancelled or diminished without at least
ten (10} days prior: Wwritteri, notice to Lender. Each insurance policy also shall include an endorsement providing that
coverage in favor of. Lendsr will not be impaired in any way by any act, omission or default of Grantor or any other
person. Should .the Real Froperty be located in an area designated by the Director of the Federal Emergency
Management Agency as_a special flood hazard area, Grantor agrees to obtain and maintain Federal Flood Insurance, if
avaliiable, within 45 days ‘after notice 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 prior liens on the property securing the loan, up to the maximum policy

limits set under the National F!ood Insurance Program, or as otherwise required by Lender, and to maintain such
insurance for the termiof tHe loan. . :

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

the reduction of the Indebledness, payment of any lien affecting the Property, or the restoration and repair of the

Property. If Lender slects to apply.the proceeds to restoration and repair, Grantor shall repair or replace the damaged or
destroyed Improvements in a manner satisfactory to Lender. Lender shall, upon satisfactory proof of such expenditurs,

pay or reimburse Grantor from the proéeeds for.the reasonable cost of repair or restoration if Grantor is not in default
under this Deed of Trust. Any proceeds which have not been disbursed within 180 days after their receipt and which

Lender has not committed to the repair or restoration of the Property shall be used first 1o pay any amount owing to

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

balance of the Indebtedness. If Lender holds apy proceeds after payment in full of the Indebtedness, such procesds

shall be paid without interest to Grantor as Grantors mterests may appear,

Grantor's Report on Insurance, Upon request of Lender however not more than once a year, Grantor shall furnish to
Lender a report on each existing policy of insurance showing: (1) the name of the insurer; (2) the risks insured; {3)
the amount of the policy; (4) the property inslited; the then current replacement valus of such property, and the manner
of determining that value; and {5) the expiration-date of the policy. Grantor shall, upon request of Lender, have an
independent appraiser satisfactory to Lender dete“rmine the cash value reptacement cost of the Property.

LENDER’'S EXPENDITURES. If any action or proceeding is commsnced that would materially affect Lender’s interest in the
Property or if Grantor fails to comply with any provision of this Deed of-Trust or any Related Documents, including but not
limited to Grantor's failure to discharge or pay when due any amounits Grantors required to discharge or pay under this Deed
of Trust or any Related Documents, Lender on Grantor's behalf may (but shall not be obligated to) take any action that Lender
deems appropriate, Including but not limited to discharging or*paying all tdxes, liens, security 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 rate charged
under the Note from the date incurred or paid by Lender to the date of répayment.by Grantor. All such expenses will become
a part of the Indebtedness and, at Lender's option, will (A) be payabls:on.demand; .(B) be added to the balance of the
Note 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 treated as a ballcon payment which will be
due and payable at the Note's maturity. The Deed of Trust also will secure paymant of these amounts. Such right shall be in
addition to all other rights and remedies to which Lender may be entitled upan Default.”

WARRANTY; DEFENSE OF TITLE. The following provisions relating to ownersh|p of the Property are a part of this Deed of
Trust:

Title. Grantor warrants that: {a) Grantor holds good and marketable ftitle: o_f_ record to _’_;he leasshold interest in the
Property pursuant to the Lease, frae and clear of ali liens and encumbrances, other than those set forth in the Real
Property description or in any tie insurance policy, title report, or final title opinion-issued jn'faver of, and accepted by,
Lender in connection with this Deed of Trust, and (b} Grantor has the full right;. pewer, and authority to exacute and
deliver this Deed of Trust to Lender. AT aF

Defense of Title. Subject to the exception in the paragraph above, Grantor warrants’and will forever-defend the title to
the Property against the fawful claims of all persons. In the event any action or proceeding is commenced that questions
Grantor's title 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. entitied .to participate in the
proceeding and to be represented in the proceeding by counsel of Lender's own choice, and Grantor-will deliver, or
cause 1o be delivered, to Lender such instruments as Lender may request from time to time to. perrmt such panlcmatnon

Compliance With Laws. Grantor warrants that the Property and Grantor's use of the Property complles wnh all existing
applicable laws, ordinances, and regulations of govarnmental authorities,

Survival of Hepresantations and Warranties. All representations, warranties, and agreements made by Grantor in this
Deed of Trust shall survive the exscution and delivery of this Deed of Trust, shall be contmumg m nature and shall
remain in full force and effect untit such time as Grantor's Indebtedness shall be paid in full. .

CONDEMNATION. The following provisions relating to condemnation proceedings are a part of this Deed of Trust

Proceedings. If any procesding in condemnation is filed, Grantor shall promptly notify Lender in writing, and Grantor
shall promptly take such steps as may be necessary fo deferd the action and obtain the award. Grantor may be ihe . @
nominal party in such proceeding, but Lender shall be entitled to participate in the proceeding and to be represented in/
the proceeding by counsel of its own choice all at Grantor’s expense, and Grantar will defiver or causs to be delivered o s
Lender such instruments and documentation as may be requested by Lender from time to time to permit such P
participation. S

Application of Net Proceeds. it all or any part of the Property is condemned by eminent domain proceedings or by any
proceeding or purchase in lieu of condemnation, Lender may at its election require that all or any portion of the nat”
procesds of the award be applied to the Indebtedness or the repair or restoration of the Property. The net procesds of
the award shali mean the award after payment of all reasonable costs, expenses, and attorneys’ fees incurred by Trustee .-
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er Lender in connection with the condemnation.

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

_)Current Taxes, Fees and Charges. Upon request by Lender, Grantor shall execute such documents in addition to this
:Doed of Trust:and take whatever other action is requested by Lender to perfect and continue Lender’s lisn on the Real
~Property. -Grantor shall reimburse Lender for all taxes, as described below, together with all expenses incurred in
recording, perfecting or continuing this Deed of Trust, including without limitation all faxes, fees, documentary stamps,
and olher charges for recording or registering this Deed of Trust.

Taxes The followmg -shall constitute taxes to which this section applies: (1} a specific tax upon this type of Deed of
Trust ordpor-all. or any. part of the Indebtedness secured by this Deed of Trust, (2) a specific tax on Grantor which
Grantor.is-authiorized or required to deduct from payments on the Indebtedness secured by this type of Deed of Trust;

(3) a tax on this.typs of Deed of Trust chargeable against the Lender or the holder cof the Note; and (4} a specific tax
on all or any portion ef the. Indebtedness or on payments of principal and interest made by Grantor,

Subsequent Taxes... I any'tax to which this section applies is enacted subsequent to the date of this Deed of Trust, this

event shall have the same effect as an Event of Default, and Lender may exercise any or all of its available remedies tor
an Event of Default as pruvided‘pelow unless Grantor either {1) pays the tax before it becomes delinguent, or (2)

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

SECURITY AGREEMENT;: FINANCING TATEMENTS. The following provisions relating to this Deed of Trust as a security
agreernent are a part of this':Deed: nf Frist™

Security Agreement. This instrument shall constitute a Security Agreement to the extent any of the Property constitutes
fixtures, and Lender shall have all of the nghts of a secured party under the Uniform Commercial Code as amended from
time fo time.

Security Interast. Upon request by Lender “Grantor shall take whatever action is requested by Lender to perfect and
continue Lender’s security interest in-the, Hents and Personal Property. In addition to recording this Deed of Trust in the
real property records, Lender may; at aily time and without further authorization from 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 shall not remove, sever or detach the
Personal Property from the Property..-Upon default, Grantor shall assemble any Personal Property not affixed to the
Property in a manner and at a place reasoriably convenient to Grantor and Lender and makae it available to Lender within
thres (3} days after receipt of written demand from Lender to the extent permitied by applicable law.

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

FURTHER ASSURANCES; ATTORNEY-IN-FACT.. The iollowing provisions relaling to further assurances and
attomney-in-fact are a part of this Deed of Trust: L

Further Assurances. At any time, and from time’ to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause to be made, executed or delivered, to.Lender-or-to Lender's designee, and when requested by

Lender, cause to be filed, recorded, refiled, or rerecorded,-as the case may be, at such times and in such offices and
places as Lender may deem appropriate, any and all such mortgages, deeds of trust, security deeds, security
agreements, financing statements, continuation statements,. instruments of further assurance, certificates, and other
documents as may, in the sole opinion of Lender, be necessary-¢r desirable in order to effectuats, complete, perfect,

continus, or preserve (1) Grantor's obligations under the Note, this Deed of Trust, and the Related Documents, and {2)
the llens and security interests created by this Deed of Trust as first and.pfior lienis 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 Lander for all costs and expenses incurrad in connection with the matters refarred to in this paragraph.

Attorney-in-Fact. If Grantor fails to do any of the things referred to. in.the preceding paragraph, Lendar may do so for
and in the name of Grantor and at Grantor's expense. For such purposes, Grantor-hersby irrevocably appeints Lender
as Grantor's attorney-in-fact for the purpase of making, executing, delivering; filing, recording, and doing all other things
as may be necessary or desirable, in Lender's sole opinion, to accompltsh ‘the mattsrs referred to in the preceding
paragraph.
FULL PERFORMANCE. If Grantor pays all the Indebtedness when due, and oth'enivise perforrns all the obligations imposed
upon Grantor under this Deed of Trust, Lender shall execute and deliver to Trustes arequest for fill*reconveyance and shall
execute and deliver to Grantor suitable statements of termination of any financing, statement ‘on-file evidencing Lender's
security interest in the Rents and the Personal Property. Any reconveyance fee shall be pald ‘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 reconveyarice of any matters or facts shall be conclusive proof of the truthfulness of any such matters or
facts.

EVENTS OF DEFAULT. Each of the following, at Lender's option, shall constitute an Event of Delaul
Trust:

'nder this Deed of

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

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

Compliance Default. Failure to comply with any other term, obligation, covenant or condition conta:ned in thiS Deed of
Trust, the Note or in any of the Related Documents.

Default on Other Payments. Failure of Grantor within the time required by this Deed of Trust to make, any payment fer
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 furnished 1o Lender by Grantor or oi'\ Grantors ) :;i':
behalf under this Deed of Trust or the Related Documents is false or misleading in any material respect, either now: o at'
the time made or furnished or becomes false or misleading at any time thereafter. i

Defective Collateralization. This Deed of Trust or any of the Related Documents ceases to be in full force and effect' o
{(including failure of any collateral document to create a valid and perfected security interest or lien) at any time and for T
any reason.

Death or Insolvency. The dissolution of Grantor's (regardiess of whether slsction to continue is made), any member
withdraws from the limited fiability company, or any other termination of Grantor's axistence as a going business or the )
death of any member, the insolvency of Grantor, the appointment of a receiver for any part of Grantor's property, any .
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_ '_:as':s"igﬁment for the benefit of creditors, any type of creditor workout, or the commencement of any proceeding under any
i bankruptcy or insclvency laws by or against Grantor,

Credltor or. Forfeiture Proceedings. Commencement of foreclosure or forfeiture proceedings, whether by judicial
proceeding, self-help, repossession or any other method, by any creditor of Grantor or by any governmental agency
;against any: property securing the Indebtedness. This includes a gamishment of any of Grantor's accounts, including
:deposit accounts, with Lender. However, this Event of Default shall not apply if there is a good faith dispute by Grantor
as. to the validity or reasonableness of the claim which is the basis of the creditor or forfeiture proceeding and if Grantor
gives.Lender written natice of the creditor or forfeiture proceeding and depostts with Lender monies or a surety bond for
the:creditor or forfeiture proceeding, in an amount determined by Lender, in its sole discretion, as being an adequate
reserve or bond for the dlspute

Lease !etault Grantgr defaults under the terms of the Lease, or any other event (whether or not Grantor's fault) results
in the termination or cancsllation of Grantor’s leasehold rights.

Breach of Other Agreement Any breach by Grantor under the terms of any other agreement betwean Grantor and
Lender that is not” remedied- within any grace period provided therein, including without limitation any agreement
concerning any.. lndebtedness .0r other obligation of Grantor to Lender, whether existing now or later.

Events Affecting Guaranlor “Any of the preceding events occurs with respect to any Guarantor of any of the
Indebtedness or any Guarantor dies or becomes incompetent, or revokes or disputes the validity of, or liability under,
any Guaranty of the Indebledness. 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, in- domg 0, ture any Event of Default.

Adverse Change. A materlel_ adverse change occurs in Grantor’s financial condition, or Lender believes the prospect of
payment or performance of.the indebtedness is impaired.

Insecurity. Lender in good-faith befieve's:'itse‘lf insecure.

Right to Cure. If any defauit oﬂ'}er than’ a défault in payment is curable and if Grantor has not been given a notice of a
breach of the same provision of this Deed of Trust within the preceding twelve {12} months, it may be cured it Grantor,

after receiving written notice from L'endér demanding cure of such default: (1) cures the default within thirty (30) days;

or (2} if the cure requires more than thirty-(30) days, immediately initiates steps which Lender deems in Lender's sole
discretion to be sufficient to cure the default and thersatier continues and completes all reasonable and necessary steps
sufficient to produce compliance as soon’ as reasonably practical.

RIGHTS AND REMEDIES ON DEFAULT. |f an Event of Default occurs under this Deed of Trust, at any time thereafter,
Trustee or Lender may exercise any one or more. of the fo_liawmg rights and remedies:

Election of Remedies. Election by Lender1o pursue-any remedy shall not exclude pursuit of any other remedy, and an
election to make expenditures or to take action to perform an obligation of Grantor under this Deed of Trust, after
Grantor's failure o perform, shall not affect Lender's right to declare a default and exercise its remedies.

Accelerate Indebtedness. Lender shall have the ﬁght at its option to declare the entire Indsbtedness immediately due
and payable, including any prepayment penalty which Grantor would be required to pay.

Foreclosure. With respect to all or any part of the Real 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 either
case in accordance with and to the fuli extent provided by applit‘:’able law. :

UCC Remedies. With respeact to ali or any part of the Personal Property, Lender shall have all the rights and remedies of
a secured party under the Uniform Commercial Code. .

Collect Rents. Lender shall have the right, without notice lo Grantor o take possession of and manage the Property
and collect the Rents, including amounts past due and unpaid, and .apply the net proceeds, aver and above Lender's
costs, against the Indebtedness. In furtherance of this right, Lender:may require:any tenant or other user of the Property
to make paymenis of rent or use fees directly to Lender. If the Rents are collected by Lender, then Grantor irrevocably
designates Lender as Grantor'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 tenarits or.other users to Lender in response
to Lender's demand shall satisfy the obligations for which the payments.are ihada, whether or not any proper grounds
for the demand existed. Lender may exsercise its rights under this subparagraph etther in. person, by agent, or through a
receiver.

Appoint Receiver, Lender shall have the right to have a receiver appointed- 1o take possessmn of all or any part of the
Property, with the power to protect and preserve the Property, to operate the Praperty preceding.or pending foreclosure
or sale, and to collect the Rents from the Property and apply the proceeds, over.and above-the¢ost of the receivership,
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 apparent value of the Property exceeds the indebtedness by a substantial
amount. Employment by Lender shall not disqualify a person from serving as a receivér. : :

Tenancy at Sufferance. If Grantor remains in possession of the Property after the Propeny 3 sold as prowded above or
Lender otherwise becomes entitied o possession of the Property upon  default of Grantor,- Grantor shall become a
tenant at sufferance of Lender or the purchaser of the Property and shall, at Lendsr's option, either (1) pay a
reasonable rental for the use of the Property, or (2) vacate the Property immediately upon the demand of Lender.

Other Remedies. Trustee or Lender shall have any other right or remedy provided in this Desd Qf Trust or the Note or
by law.

Notice of Sale. Lender shall give Grantor reasonable rotice of the time and place of any pubhc sale of the Personal
Property or of the time after which any private sale or other intended disposition of the Personal Propartyis to e made.
Reasonable notice shall mean notice given at least tan (10) days before the time of the sale or d|sposmon Any sale of
the Personal Property may be made in conjunction with any sale of the Real Property.

Sale of the Property. To the extent parmitted by applicable law, Grantor hereby waives any and ali rights fo have the
Property marshalled. In exercising its rights and remedies, the Trustee or Lender shall be free to sell all of.any paitof the .
Property togather or separately, in one sale or by separate sales. Lender shall be sntitied 0 bid at any publlc sale on, al . -
or any portion of the Property.

Atlorneys’ Fees; Expenses. |f Lender institutes any suit or action to enforce any of the terms of this Deed of Frust,
Lender shall be entitled to recover such sum as the court may adjudge reasonable as attorneys’ fees at trial and upgn
any appeal. Whethser or not any court action is involved, and to the extent not prohibited by law, all reasonable.”
expanses Lender incurs that in Lender's opinion are necessary at any time for the protection of its interest or'the .-~
enforcement of its rights shall become a part of the Indebtedness payable on demand and shall bear interest at the Note”
rate from the date of the expenditure until repaid. Expenses covered by this paragraph include, without limitation,
however subject to any limits under applicable iaw, Lender's attorneys' fees and Lender's legal expenses. whathar ~ ==
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£ ¢ Ihere’is a lawsuit, including attormeys’ fees and expenses for bankruptey proceedings (including efforts to modify or

¢ " vacate any automatic stay or injunction), appeals, and any anticipated post-judgmem collection services, the cost of

~Searching records, obtaining tile reports (including foreclosure reports), surveyors’ reports, and appraisal fees, title

“ insurance; and fees for the Trustee, to the extent permitted by applicable law. Grantor also will pay any court costs, in
addmon fo all other sums provided by law.

Fllghts of Trustee Trustee shall have ali 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 obligations of Trustee
{pursuant to Lender's mstrucnons) are part of this Deed of Trust:

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

Obligations to Niﬁt_lf-yi‘ x._Trﬁst‘e'e shall not be obligated to notify any other party of a pending sale under any other trust
deed or lien, of of ‘any, agtion.¢r proceeding in which Grantor, Lender, or Trustee shall be a party, unless required by
applicable law, or unless the action or proceeding is brought by Trustes.

Trustee. Truslee shall mest all qualifications required for Trustee under applicable law. In addition to the rights and
remedies set forth above; with respact to all or any part of the Property, the Trustee shall have the right to foreclose by
notice and sale, and Lender shail have the right to foreclose by judicial foreclosure, in either case in accordance with and
to the full extent provided by apphcable law.

Successor Trustee. Lender; at Lender's option, may from time to time appoint a successor Trustee to any Trustes
appointed under this Deed ‘of Trust by ‘an‘instrument executed and acknowledged by Lender and recorded in the office
of the recorder of Skagit County, State” of Washington. The instrument shall contain, in addition to all other matters
required by state law, the names ot_ the original Lender, Trustee, and Grantor, the book and page or the Auditor's File
Number where this Deed of Trist'is recordsd, and the name and address of the successor trustee, and the instrument
shall be executed and acknowledged by-Lender or its successors in interest. The successor trustes, without conveyance
of the Property, shall succeed to all the titie, pewer,"and duties conferred upon the Trustes in this Deed of Trust and by
applicable law. This procedure for substltutlon of Trustee shall govern to the exclusion of all other provisions for
substitution.

NOTICES. Subject to applicable law, and excspt for notlce required or allowed by law to be given in another manner, any
notice required to be given under this Deed of Trust, including without fimitation any notice of default and any notice of sale
shall be given in writing, and shall be effective when actually delivered, when actually received by telefacsimile (unless
otherwise required by law), when deposited with'a nationally recognized overmight courier, or, if mailed, when deposited in
the United States mail, as first class, certified or registered mail postage prepaid, directed to the addresses shown near the
beginning of this Deed of Trusl. All copies of noticas of foreclosure from the holder of any lien which has priority cver this
Deed of Trust shall be sent to Lender's address, as shown near the beginning of this Deed of Trust. Any party may change its
address for notices under this Deed of Trust by giving formal written notice to the other parties, specifying that the purpose of
the notice is to change the party’s address. For notice purposes, Granthr agrees 10 keep Lender informed at all times of
Grantor's current address, Subject to applicable law, and except for-notice required or allowed by law to be given in another
manner, if there is more than one Grantor, any notice given by Lender 16 any Grantor is deemed to be notice given to all
Grantors.

MISCELLANEOUS PROVISIONS. The following mlscellaneous prowsmns are a part of this Deed of Trust:

Amendments. This Deed of Trust, together with any Helat_ed quuments, -constitutes the entire understanding and
agreement of the parties as 1o the matters set forth in this Deed of Trust. No alteration of or amendment to this Deed of
Trust shall be sffective unless given in writing and signed by the party or partles sought to be charged or bound by the
alteration or amendment.

Annual Reports. If the Property is used for purposes other than Grantors remdence Grantor shall furnish to Lender,
upon request a certified statement of net operating income recelved from the Property during Grantor's previous fiscal
year in such form and detail as Lender shall require. "Net operating, income" sHall™ mean all cash receipts from the
Property less all cash expenditures made in connection with the operation of me Property

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

Merger, There shall be no merger of the interest or estate created by this Deed ‘of Trust Wlth dny other interest or estate
in the Property at any time held by or for the benefit of Lender in any capacity, wnhom the wrlﬂen consent of Lender.

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

Choice of Venue. If there is a lawsuit, Grantor agrees upon Lender’s request fo submlt to the |unsd|cnon Qf the courts of
Whatcom Gounty, State of Washington.

No Waiver hy Lender. Lender shall not be deemed to have waived any rights under this Daed of Trust unless such
waiver is given in writing and signed by Lender. No delay or omission on the part of Lender ifi exereising any tight shall

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

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

constitute a waiver of any of Lendar's rights or of any of Grantor's obligations as 1o any future tansactions. . Whenever
the consent of Lender is required under this Deed of Trust, the granting of such consent by Lender in.dny instance shall

not constitute continuing consant to subsequent instances where such consent is required and in all cases such oonsenl
may be granted or withheld in the sole discretion of Lender. :

Severability. If a court of competent jurisdiction finds any provision of this Deed of Trust to be |Ilegal |nvalld ors %
unenforceable as to any circumstance, that finding shall not make the offending provision illegal, invalid, .or . 7
unenforceable as to any other circumstance. If feasible, the offending provision shall be considered modified.so that jt-
becomes legal, valid and enforceable. If the offending provision cannot be so modified, it shall be considered deleted -
from this Deed of Trust. Unlsss otherwise required by law, the illegality, invalidity, or unenforceability of any provision of /
this Deed of Trust shall not affect the legality, validity or enforceability of any other provision of this Deed of Trust.

Successors and Assigns. Subject to any limitations stated in this Deed of Trust on transfer of Grantor's interest, this.
Deed of Trust shall be binding upon and inure to the benefit of the parties, thelr successors and assigns. If ownershlp of”
the Property becomes vested in a person other than Grantor, Lender, without notice to Grantor, may deal with Grantor's
successors with reference to this Deed of Trust and the Indebtednr-~ " w=u of farhaarance or extension without
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_' _:relsas"ihg Grantor from the obligations of this Deed of Trust or liability under the Indebtedness.
* 7 Time is-of the Essence. Time is of the essence in the performance of this Deed of Trust.

Walve «dury.- All partles to this Deed of Trust hereby waive the right to any jury trial in any action, proceeding, or
_oounterclaim brought by any party against any other party,

?;.Walver of Homestead Exemption. Grantor hereby releases and waives all rights and benefits of the homestead
exemptnon faws of the State of Washington as to all Indebtedness secured by this Deed of Trust,

DEFINI'[__IONS., The_ follpw:ng 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 Ameri¢a,. Words and terms used in the singular shall include the plural, and the plural shall include the singular, as
the context may.tequire. Words and terms not otherwise defined in this Deed of Trust shall have the meanings attributed to
such terms in:the Uniform Comimercial Code:

Beneficiary. The word “Beneficiary* means Horizon Bank, and its successors and assigns.

Borrower. The.ﬁrord L?_Bof’ro\}uer" means MACJENNEN, LLC and includes all co-signers and co-makers signing the
Note. -

Deed of Trust. Ths words "Deed of Trust* mean this Deed of Trust among Grantor, Lender, and Trustes, and includes
without limitation all assngnment and security interest provisions relating to the Personal Property and Rents.

Default. The word "Deta"ult msans the Default get forth in this Deed of Trust in the section titled “Default".

Event of Default. The words "Event of Default' mean any of the events of default set forth in this Deed of Trust in the
events of default section of thls Deed of: Trust.

Grantor. The word “Grantor ‘means MACJENNEN LLC.

Guarantor. The word "Guarantor" means ‘any guarantor, surety, or accommodation party of any or all of the
Indebtedness.

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

improvements. The word "Improvemants means aII existing and future improvements, buildings, structures, mobile
homes affixed on the Real Property, facdmes .additions, replacements and other construction on the Real Property.

indebtedness. The word "Indebtedness” means all principal, interest, and other amounts, costs and expenses payable
under the Note or Related Documents, togsther with-all renewals of, extensions of, modifications of, consolidations of
and substitutions for the Note or Related Doctiments and any amounts expended or advanced by Lender to discharge
Grantor's obligations or expenses incurred by Trustée 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,

Lease, The word "Lease" means the lease of the Property dated October 14, 2002, between MACJENNEN, LLC,
Landlord and Grantor, which was recorded as follows A copy of Ihe Flecorded MEMORANDUM OF LEASE (Exhibit D)
shall be forwarded to lender.

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

Note. The word “Note* means the promissory note dated May 7, 2004, in the original principal amount of
$75,000.00 from Grantor to Lender, together with all- renewals of, extensions of, modifications of, refinancings of,
consolidations of, and substitutions for the promissory note or. agreemem NOTICE TQO GRANTOR: THE NOTE
CONTAINS A VARIABLE INTEREST RATE.

Personal Property. The words "Personal Property" mean all equnpment fixtures and other articles of personal property
now or hereafter owned by Grantor, and now or hereafter attached or affixed: to the Real Property; togsther 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 without 1|m|tatlon all i tnsurance proceeds and refunds of premiums)
from any sale or other disposition of the Property.

Property. The word *Property" means collectively the Real Property and the Personal Property

Real Property. The words “Real Property” mean the real property, interests and nghts as funher described in this Deed
of Trust,

Related Documents. The words "Related Documents” mean all promissory notos. credlt .agre.smen!s. loan agresments,
guarantiss, security agreements, morigages, deeds of trust, security deeds)-collateral morgages, and all other
instruments, agresments and documents, whether now or hereafter existing, -executed”in connection with the
Indebtedness; provided, that the environmental indemnity agreements are not "Related Documents" and are not secured
by this Deed of Trust. : ;

Rents. The word "Rents” means all present and future rents, revenues, incoms, lssuss royaltles prohts and other
benefits detived from the Property.

Trustee. The word "Trustee" means Westward Financial Services Corporation, whose mamng address is’ 1500 Comwall
Avenue, Bellingham, WA 98225 and any substitute or successor trustees. . K
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GHANTOFI -ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND GRANTOR
;AGREES TO ITS TERMS.

GFIANTOH

MACJENNEN; LLG"

STATE OF oAl b (4 r AL G TR )
G s B S )5S
COUNTY OF __ ¢/ i AAT L ovr )
a2 S
On this ! day of ' , 20 ©4 | before me, the undersigned

Notary Public, personally appeared Eddie R, Mack; Member. John Ennen, Member, Dawd Ennen, Member; and Richard
J Jensen, Member of MACJENNEN, LLC, and personally known to me or proved to me on the basis of satisfactory evidence
to be of the limited liability company that executed the.Deed of Trust and acknowledged the Deed of Trust to be the free and
voluntary act and deed of the limited liability company, by authority of statute, its articles of organization or its operating
agreement, for the uses and purposes therein mentioned:-and on oath.statéd that they are authorized to execute this Deed of
Trust and in fact executed the Deed of Trust on behaif of the hmnted Irabmty company

By / I : Residing at IR e G

: My commission expires __ © 2/5¢/¢ F

Notary Public In and for the State of

REQUEST FOR FULL RECONVEYANCE

To: , Trustes

The undersigned is the legal owner and holder of all indebtedness secured by this Deed of Trust “You are hereby requested,
upon payment of all sums owing o you, to reconvey without warranty, to the persons enmied xhereto, the right, title and
interest now held by you under the Deed of Trust. .

Date: Beneflclary;_ o
fts: e -

LASER PRC Lending, Yer. 5.24.00.008 Gapr. Harland Financial Solutions. Inc. 1897, 2004,  All Righte Retorved, - WA LACFIWIKGFRLPLLADY FC TR-E706 -
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