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DEED OF TRUST 6 8303 q E—

DATE: December 1, éoozif

Reference # (if apphcable) Additional on page
Grantor(s): i
1. Cleveland Avenue LLC

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

Legal Description: Section 19, Townshlp 34 Hange 4; Ptn. SE - SE Additional on page 2
Assessor's Tax Parcel ID#: 340419- 0 150 0003 (P26494)

THIS DEED OF TRUST is dated December 1, 2004, among Cleveland Avenue LLC:; A
Washington Limited Liability Company ("Grantor"); Horizon Bank, whose mailing address is
Skagit Commercial Center, 2211 Rimland Drive, Suite 230, Bellingham, WA 98226 (referred to
below sometimes as "Lender" and sometimes as "Beneflclary"), and Westward Financial
Services Inc, whose mailing address is 1500 Cornwall Avenue, Bellingham, WA 98225
(referred 1o below as "Trustee"). : Ao
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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 jor the benefit of Lender as Beneficlary, all of Grantor’s right, title, and interest in and to the
Tollowing déscribed real propetty, together with all existing or subsequently erected or affixed buildings, improvemenis and
fixturés; all easements, rights of way, and appurtenances; all water, water rights and ditch rights (including stock in Ltilities
with :ditch or rmgatrcn rights); and all other rights, royalties, and profits relating 1o the real propery, including without limitation

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

of Wash mgton

That portion of the Southeast 1/4 of the Southeast 1/4 of Section 19, Township 34 North,
Range 4- East W, M., described as follows:

Begmning ata pomt on the South line of said subdivision which is 210 feet East of the
intersection of the Easterly line of First Street with said South line of the Southeast 1/4
of the Southeast. 1/4; thence North 20 degrees East to the South line of Milwaukee

Street, as established; ‘thence East along the South line of Milwaukee Street to the

intersection of said.South line with the West line of Cleveland Avenue, as established,;

thence South along the West line of Cleveland Avenue to the South line of the Southeast
1/4 of the Southeast. 1I4 thénce West 12 rods, more or less, to the point of beginning,
EXCEPT the North 100 Teet thereof

EXCEPT that portlon Iymg East of the following described line:

Begin at the point of mtersectlon on the South line of said Section 19 with the West line
of the right-of-way of Cleveland Avenue, as the same existed on June 3, 2004; thence

North 89 degrees 39'26". West along. the South line of said Section 19, a distance of
126.42 feet to the true point-of begmmng of this line description; thence North 1 degree
09'26" West, a distance of-50.02 -feet to the North line of the South 50.00 feet of said
Section 19, said point being the. termmus of this line description.

Situate in Skagit County, State -ot W__as_b.mgton

The Real Property or its address is cornmonly known as 1111 Cleveland Avenue, Mount
Vernon, WA 98273. The Real Properly tax quntiﬁ_cation number is 340419-0-150-0003
{P26494)

Grantor hereby assigns as security to Lender, all of Grantor’s rlght tﬂie and Interast in and to all leases, Rents, and profits of
the Property. This assignment is recorded in accordance with RCW 65.08.070; the lien created by this assignment is intended
to be specific, perfected and choate upon the recording of this Deed of Trust. Lender grants to Grantor a license to collect
the Rents and profits, which license may be revoked at Lender's aptlon and shaJl be automancaliy 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:

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 becoma due, and shall strictly and i a trmely manner perform all of Grantor's
obligations under the Note, this Deed of Trust, and the Related Dacuments.

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

Possession and Use. Until the occurrence of an Event of Default, Grantor may (1) rsmam in possessmn and contral 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 following proyisions relafe to the use of the
Property or to other limitations on the Property. The Real Property is not used pr|n0|pa1|y for agncultura] purposes.

Duty to Maintain, Grantor shall maintain the Property in fenantable condition and promptiy periorm all repairs,
replacements, and maintenance necessary to preserve its value.

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance nor commit, permlt or suﬁer any stripping of
or waste on or to the Property or any portion of the Property. Without limiting the generality ofthe-foregbing, Grantor will
not remove, or grant to any other party the right to remove, any timber, minerals (lncludlng oﬂ and. gas) coal 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 Reﬂl Property wnhout
Lender’s prior written consent. As a condition to the removal of any Improvements, Lender may require Grantor to make
arrangements satisfactory to Lender to replace such Improvements with Improvements of at least equaf value. E

Lender's Right to Enter. Lender and Lender's agents and representatives may enter upon the Real Property at all'
raasonable times to attend to Lender's interests and to inspect the Real Property for purposes of Grantors complmnce
with the terms and conditions of this Deed of Trust.

Compliance with Governmental Requirements. Grantor shall promptly comply, and shall promptly cause compllance:
by all agents, tenants or other persons or entities of every nature whatsoever who rent, lsase or otherwise use or, occupy'
the Property in any manner, with all laws, ordinances, and regulations, now or hereafter in effect, of all govemmental &
autharities applicable to the use or occupancy of the Property, including without limitation, the Americans With Disabilities - -
Act. Grantor may contest in good faith any such law, ordinance, or regulation and withhold compliance during anfy:+ -
proceeding, including appropriate appeals, so long as Grantor has notified Lender in writing prior 10 doing so and So
long as, in Lender's sale opinion, Lender's interasts in the Property are not jecpardized. Lender may require Grantor:ic

post adequate security or a surety bond, reasonably satisfactory to Lender, to protect Lender's interest.
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Duty to Protect. Grantor agrees neither 10 abandon or leave unattended the Property. Grantor shall do all other acts, in
< addition 1o those acts set forth above in this section, which from the character and use of the Propsrty are reasonably
necessary to protect and preserve the Property.

.“DUE ON SALE.- CONSENT BY LENDER. Lender may, at Lender's option, {A) declare immediately due and payable all

sums’'secured by. this Deed of Trust or (B} increase the interest rate provided for in the Note or other document avidencing
the Indebtedness’and impose such other conditions as Lender deems appropriate, upon the sale or transfer, without Lender's
prior‘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 legal, beneficial or equitable; whether
voluntary. or involuntary, Whether by outright sale, deed, instaliment sale contract, land contract, contract for deed, leasshold
interest with a term greater. than three (3) years, lease-option contract, or by sale, assignment, or transfer of any beneficial
interest in or to any Iand trust holdlng title 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 ‘more than twanty-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 ba exercised by Lender if such exercise is
prohibited by federal law-or by Washlngton law.

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

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

Right to Contest. Graniqr mrs\),r withhiold payment of any tax, assessment, or claim in connection with a good faith
dispute over the obligation to:pay, so long as Lender's interest in the Property is not jeopardized. 1f a lien arises or is
filed as a result of nonpaynient, Grantor shall‘within fitteen (15) days after the lien arises or, if a lien is filed, within fifteen
{15) days after Grantor has notice ‘of the filing, secure the discharge of the lien, or if requested by Lender, deposit with
Lender cash or a sufficient corporate :surety bond or other security satnsfactory to Lender in an amount sufficient to
discharge the lien plus any costs and attbmeys’ fees, or other charges that could accrue as a result of a foreclosurs or
sale under the lien. In any contest, Grantor shalkdefend itself and Lender and shell satisfy any adversa judgment before
enforcement against the Property. Grantor shail name Lender as an additional obligee under any surety bond furnished

in the contest proceedings.

Evidence of Payment. Grantor shall upon demand furnish 1o Lender satisfactory evidence of payment of the taxes or
assessments and shall authorize the appropriate’ governmental official fo deliver fo Lender at any time a writfen 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 commenced, any
services are fumnished, or any materials are supplied to 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 fumish to
Lender advance assurances satisfactory to Lender that Grantor can and will pay the cost of such improvements.

PROPERTY DAMAGE INSURANCE. The following prowsuons relatung to lnsunng the Property are a part of this Desd of
Trust.

Maintenance of Insurance. Grantor shall procure and malntam pehmes of fire insurance with standard extended
coverage endorsements on a replacement basis for thg full“insurable value covering all Improvements on the Real
Property in an amount sufficient to avoid application of any'¢dinsurance clause, and with a standard mortgages clause in
favor of Lender. Grantor shall also procure and maintain cornprehenswe general liability insurance in such coverage
amounts as Lender may request with Trustee and Lender belng named.as additional insureds In such liabllity insurance
policies.  Additionally, Grantor shall maintain such other insurance, inciiding:but not limited to hazard, business
interruption, and boiler insurance, as Lender may reasonably requirg. Policies shall be written in form, amounts,
coverages and basis reasonably acceptable to Lender and issued by a company.or'comparnies 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 satisfactory to Lender, including stipulations that coverages ‘will. not bée cancelled or diminished without at least
ten (10) days prior written notice to Lender, Each insurance policy ‘ajso shall inclitie-an endorsement providing that
coverags in favor of Lender will not be impaired in any way by any act, dmission.-or. défault of Grantor or any other
person. The Real Property is or will be located in an area designaled by thé Dire¢tor of the Federal Emergency
Management Agency as a special flood hazard area. Grantor agrees 10 obtain and maintain Federal Flood Insurance, if
available, for the full unpaid principal balance of the loan and any prior liens oh the propertysecuring the loan, up fo the
maximurm policy limits set under the National Flood Insurance Program, or ‘as othsnvlse requnred by Lender, and to
maintain such insurance for the term of the loan.

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

the reduction of the Indebtedness, payment of any lien aftecting the Property, or the restoration ard repair of the

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

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

pay or reimburse Grantor from the proceeds for the reasonabie 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 aftér teir receipt @ind which

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

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

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

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

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

LENDER’S EXPENDITURES. |f any action or proceeding is commenced that would materially affect Lender's interest-i'n_the !
Property or if Grantor fails to comply with any provision of this Deed of Trust or any Related Documents, including’but'nof
limited to Grantor's failure to discharge or pay when due any amounts Grantor is required to discharge or pay under this'Dasgd © .-
of Trust or any Related Documents, Lender on Grantor's behalf may (but shall nat be obligated to) take any action that Lender’ = _
deems appropriate, including but not limited to discharging or paying al! taxes, 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 repayment by Grantor. All such expenses will become

T
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a part-of the Indebtedness and, at Lender’s option, will (A) be payable on demand; (B} be added io 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 applicabléinsurance policy; or (2) the remaining term of the Note; or (C) be treated as a balloon payment which will be
“dus and payable at the Note's maturity. The Deed of Trust also will secure payment of these amounts. Such right shall be in
add|t|on 1o all other rights and remedies to which Lender may be entitied upon Default,

WAFIF{ANTY DEFENSE OF TITLE. The following provisions relating to ownership of the Property are a part of this Deed of
Trust; .

Tlile Grantor warrants that: (a) Grantor holds good and marketable title of record to the Property in fee simple, free
and clear of-all liens. and encumbrances other than those set forth in the Real Property description or in any title
insurance policy, title raport, or final title opinion issued in favor of, and accepted by, Lender in connection with this Deed
of Trusty and” (o) Grantor has the fuli right, power, and authority to execute and deliver this Deed of Trust to Lender.

Defense of Title., Sub]ect 1o the exception in the paragraph above, Grantor warrants and will forever defend the title to
the Property against the lawful claims of all persons. in the event any action or proceeding is commenced that questions
Grantor’s title or thé interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the action at Grantor's
expense. Graptor /may. be the nominal party in such proceeding, but Lender shall be entitled to participate in the
proceeding and fo be Tepresented in the proceeding by counsel of Lender's own choice, and Grantor will deliver, or
cause to be delivered, to: Lender siich instruments 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 taws, ordmances and regulauons of governmental authorities,

Survival of Representatlons am:l Warranties All representations, warranties, and agreements made by Grantor in this
Deed of Trust shall survive the execution and delivery of this Deed of Trust, shall be continuing in nature, and shall
remain in full force and effect untll such.time as Grantor's indebtedness shall be peid in full,

CONDEMNATION. The followmg prowsnons relatmg to condemnation proceedings are a pan of this Deed of Trust:

Proceedings. If any proceedlng irt: condemnatlon is filed, Grantor shall promptly notify Lender in writing, and Grantor
shall promptly take such steps as may be necessary to defend the action and obtain the award. Grantor may ba the
naminal party In such proceeding, bilt Lender shall-be entitied to participate in the proceeding and to be represented in
the proceeding by counsel of its own-choice.all at Grantors expense, and Grantor will deliver or cause to be delivered to
Lender such instruments and documentataon as may be requested by Lender from time to time to permit such
participation.

Application of Net Proceeds. If all or any part of the Préperty is condermned by eminent domain proceedings or by any
proceeding or purchase in lieu of condemnatign, Lender may at its election require that all or any portion of the net
proceeds of the award be applied to the Ind_ebtedn__ess or the repair or restoration of the Property. The net proceeds of
the award shall mean the award after paymenit of-all réasonable costs, expenses, and attorneys' fees incurred by Trustee
or 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 exscute such documents in addition to this
Deed of Trust and take whatever other action Is requested by Lender ta perfect and continue Lender’s lien on the Real
Property. Grantor shall reimburse Lender for all taxes, a§ déscribad ‘below, together with all expenses incurred in
recarding, perfecting or continuing this Deed of Trust, including without limitation all taxes, fees, documentary stamps,

and other charges for recording or registering this Deed of Trust

Taxes. The following shall constitute taxes to which this secticn apphes -(1). a specific tax upon this type of Deed of
Trust or upon all or any part of the Indebtedness secured by this' Deed of Trust; (2) a specific tax on Grantor which
Grantor is authorized or required to deduct from payments on the Indebtedness secured by this type of Deed of Trust;

(3) a tax on this type of Deed of Trust chargeable against the Lender/or the holder of the Note; and (4) a specific tax
on all or any portion of the indebtedness or on payments of principal.and interest'made by Grantor.

Subsequent Taxes. If 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 avallable remedies for
an Event of Default as provided below unless Grantor either (1) pays the tax before it becomes delinguent, or (2)

contests the tax as provided above in the Taxes and Llens section and depOSrts with Lender cash or a sufficient
corporate surety bond or other security satisfactory to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. The following prowswns relatlng to 'thlS Deed of Trust as a security
agreement are a part of this Deed of Trust:

Security Agreement. This instrument shall constitute a Security Agresment fo the extsnt any of the Property constitutes
fixtures, and Lender shall have all of the rights of a secured party under the Uniform Comrnerclal Gode as amended from
time to time.

Security Interest. Upon request by Lender, Grantor shall take whatever action is requested by Lander to perfect and
continue Lender’s security Interest in the Rents and Personal Property. In addition to recording this Déed of Trust in the
real property records, Lender may, at any time and without further authorization from Grantor, fils exec_:uted counterparts,
copies or reproductions of this Deed of Trust as a financing statement. Grantor shall reimburse’Lerider for all expenses
incurred in perfecting or continuing this security interest. Upon default, Grantor shall not rerfiove,.sever or-detach the
Personal Property from the Property. Upon default, Grantor shall assemble any Personal Property -not affixed to the
Property in & manner and at a place reasonably convenient to Grantor and Lender and make it avauabla to Lencjer wnthm
three (3) days after receipt of written demand from Lender to the extent permitted by applicable law.- " .~ P

Addresses. The mailing addresses of Grantor {debtor) and Lender (secured party) from which mformatlon concemmg
the security interest granted by this Deed of Trust may be obtained {sach as required by the Uniform Commermal Code]
are as stated on the first page of this Deed of Trust. :

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provisions relating to further assﬁrances.--- and
attorney-in-fact are a part of th|s Deed of Trust: S

Further Assurances. At any time, and from time to time, upon request of Lender, Grantor will make, executa 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 rerscorded, 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 or desirable in order to effectuate, complete, perfect,.”
continue, or preserve (1} Grantor's obligations under the Note, this Deed of Trust, and the Rslated Documents, and {2}
the liens and security intarests created by this Deed of Trust as first and prior liens 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

R
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' ! eiiifn_l_aurse Lender for all costs and expenses incurred in connection with the matters referred to in this paragraph.

Att'orney-ln-Fact {f Grantor fails to 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, Grantar hereby irrevocably appoints Lender

" a$ Granior's attomey-in-fact for the purpose of making, executing, delivering, filing, recording, and doing all other things
Aasimay be: neces:aary or desirable, in Lender's sole opinion, to accomplish the matters referred to in the preceding
:l.paragrﬂph :

FULL PERFORMANCE if Grantor pays all the Indebtedness when due, and otherwise perfarms all the obligations imposed
upen Grantor” under tiis Deed of Trust, Lender shall execute and deliver to Trustes a request for full reconveyance and shall
execute“and-deliver to:Grantor sultable statements of termination of any financing statement on flle evidencing Lender's
security interest’in the Rents and the Personal Property. Any reconveyance fee shall be paid by Grantor, if permitted by
applicable law. Thie grantee.in any reconveyance may be described as the "person or persons legally entitled thereto”, and
the recitals in.iHe reconveyance of any matters or facts shall be conclusive proof of the truthfulness of any such matters of
facts.

EVENTS OF DEFAULT: Ea' [
Trust:

Payment Default Grantor farls to make any payment when due under the Indsbtedness.

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

Compliance Default. “Failure o comply with any other term, obligation, covenant or condition contained 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 for
taxes or insurance, or any other payment necessary to prevent filing of or to effect discharge of any lien.

False Statements. Any warranty; represgntabon or statement made or furnished to Lender by Grantor or on Grantor's
behalf under this Deed of Trust or the Refated Documents is false or misleading in any material respect, sither now or at
the time made or furnished or beco‘meS"false or misleading at any time thereafter,

-:..of.lhe following, at Lender's option, shall constitute an Event of Default under this Deed of

Defective Collaterafization. This Deed of Trust or-any of the Related Documertts ceases 1o be in full force and effect
(including failure of any collateral document to ereate a valid and perfected security interest or lien) at any time and for
any reason. S .

Death or Insolvency. The dissolution of Granlors {regardless of whether election to continue is made), any member
withdraws from the limited liability company, or any: tther termination of Grantor's existence as a going business or the
death of any member, the insolvency of Grantor; the”appointment of a receiver for any part of Grantor’s property, any
assignment for the benefit of creditors, any type of creditor warkout, or the commencement of any proceeding under any
bankruptcy or insolvency laws by or against Grantor.

Creditor or Forfeiture Proceedrngs 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 garnishment of any of Gramor's accounts, including
deposit accounts, with Lender. However, this Event of Defauit shall notapply if there is a good faith dispute by Grantor
as to the validity or reasonableness of the claim which is thie beisis of the;creditor or forfeiture proceeding and if Grantor
gives Lender written notice of the creditor or forfeiture proceeding and deposns with Lender monies 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 Grantor under the terms of any ‘other agreement between Grantor and
Lender that is not remedied within any grace pericd provided therein, including without limitation any agreement
concerning any indebtedness or other obligation of Grantor to Lendef, whether exis_ﬁng now ofr later,

Events Affecting Guarantor. Any of the preceding events occurs with respect to any Guarantor of any of the
indebtedness or any Guarantor dies or becomes incompetent, or re'\.rokes or disputes. the validity of, or liability under,
any Guaranty of the Indebtedness. In the event of a death, Lender, at its ophon may,_but shail not be required to,
permit the Guarantor's estate to assume uncanditionally the obligations arlsmg undar the guaranty in & manner
satisfactory o Lender, and, in doing so, cure any Event of Default.

Adverse Change. A material adverse change ocecurs in Grantor's financial condmon or Lender believes the prospect of
payment or performance of the Indebtedness is impaired. .

Ingecurity. Lender in good faith believes itself insecure.

Right to Cure. If any default, other than a default 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) moniths, it may be cured if Grantor,

after receiving written notice from Lender demanding cure of such default: (1) curesithe default within thlrty (30} days;

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

RIGHTS AND REMEDIES ON DEFAULT. If 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 foliowing rights and remediss:

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

Accelerate Indebtedness. Lender shall have the right at its option to declare the entire Indebtednsss lrnmedaately due
and payable, including any prepayment penalty which Grantor would be required 1o pay.

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have the right 1o exerclse |ts pcawer of
sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by judicial foreclosure, in erther . F
case in accordance with and to the full extent provided by applicable law.

UCC Remedles. With respect to all or any part of the Personal Property, Lender shall have all the rights and remadres of 3
a secured party under the Uniform Commercial Code.

Collect Rents. Lender shall have the right, without notice to Grantor to take possession of and manage the Propeny
and collect the Rents, including amounts past dug and unpaid, and apply the net proceeds, over and above Lender's -~
costs, against the Indebtedness. In furtherance of this right, Lender may require any tenant or other user of the Propérty
fo make payments of rent or use fees directly to Lender, If the Rents are collected by Lender, then Grantor irrevocably
designates Lender as Grantor's attorney-in-fact to endorse instruments received in payment thereof in the name of
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' Grantor and 1o negotiate the same and collect the proceeds. Payments by tenants or other users to Lender in response
¢ /~to.Lenders demand shall satisfy the cbligations for which the payments are made, whether or not any proper grounds

or the demand existed. Lender may exercise its rights under this subparagraph either in person, by agent, or through a
s recelver

:Appomt Recewer Lender shali have the right to have a receiver appoinied to take possession of all or any part of the
: Property, with the power to protect and preserve the Property, to operate the Property preceding or pending foreclosure
‘or sale, and 19 collect the Rents from the Property and apply the proceeds, over and above the cost of the receivership,
against the Indebtédness. 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
amourt. Employment by Lender shall not disqualify a person from serving as a recsiver.

Tenancy at Sufferanice. if Grantor remains in possession of the Property after the Property is sold as provided above or
Lender - otherwise- becomes entitled to 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 Lender's option, either (1) pay a
reasonable rental for the: uSe‘of the Property, or (2} vacate the Property immediatsly upon the demand of Lender.

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

Notice of Sale. Lender sha[l glve Grantor reasonable notice of the time and place of any public sale of the Personal
Property or of the time aftgr' which any private sale or other intended disposition of the Personal Property is to be made.
Reasonable notice shall.mean notice given at least ten (10) days before the time of the sale or disposition. Any sale of
the Personal Property: may be. made in conjuncuon with any sale of the Real Property.

Sale of the Property. To the extent perrmttecl by applicable law, Grantor hersby waives any and all rights to have the
Property marshalled. In exercising its rights and remedies, the Trustes or Lender shall be free to sell all or any part of the
Property together or separateiy in one saie or by separate sales. Lender shall be entitied o bid at any public sale on all
or any portion of the Proper‘ty

Attorneys’ Fees; Expenses. If Lender :nstrtutes any suilt or action to enforce any of the terms of this Deed of Trust,
Lender shall be entitled to recover such.sum as the court may adjudge reasonable as attoreys’ fees at trial and upon
any appeal. Whether or not any count action-is™involved, and to the extent not prohibited by law, all reasonable
expenses Lender incurs that in Lenders opinjon are necessary at any time for the protection of its interest or the
snforcement 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 expendituréuntil repaid. Expenses covered by this paragraph include, without limitation,
however subject to any limits under applicable law, Lendet's attorneys' fees and Lender's legal expenses, whether or not
there is a lawsuit, including attorneys’ fees-and expenses for bankrupicy proceadings (including efforts to modify or
vacate any automatic stay or injunction), appeals,-and-any anticipated post-judgment collection services, the cast of
searching records, oblaining titte reports {iricluding:foreclosure reports), surveyors' reports, and appraisal fees, title
insurance, and fees for the Trustee, to the extént permitted by applicable law. Grantor also will pay any court costs, in
addition to all other sums pravided by law. :

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

POWERS AND OBLIGATIONS OF TRUSTEE. The fallowing prowsmns ralallng fo the powers and obligations of Trustee
(pursuant to Lender's instructions) are part of this Deed of Trust: i

Powers of Trustee. In addition 1o all powers of Trustes ansmg as a matter of law, Trustee shall have the power to take
the following actions with respect to the Froperty upon the wiitten request of Lender and Graritor: () join in preparing
and filing a map or plat of the Real Property, including the ‘dedication of streets or other rights to the public; (b) join in
granting any easement or creating any restriction on the Real Propery;.and (c) join in any subordination or other
agreement affecting this Deed of Trust or the interest of Lender-under thi§ Deed'of Trust.

Obligations to Notify. Trustee shall not be obligated to notity any ‘othir party: of a pending sale under any other trust
deed or lien, or of any action or 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 Trustee

Trustee. Trustee shall meet all qualifications required for Trustee lnder. appllcable law. In addition to the rights and

remedies set forth above, with respect to all or any part of the Property; the Trustée 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

to the full extent provided by applicable law. i

Successor Trustee. Lender, at Lender's option, may from time to time appolnt 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 of the criginal Lender, Trustee, and Grantor, thie book-@nd-page or the Auditors File
Number where this Deed of Trust is recorded, and the name and address of the successor trustee,.and the instrument
shall be executed and acknowledged by Lender or its successars in interest. The successor trustes, 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
applicable law. This procedure for substitution of Trustee shall govern to the exclusvon of &l other prowsmns for
substitution. :

NOTICES. Subject to applicable law, and except for notice required or allowed by law to be given_in ano!her manner, any
notice reqmred to be given under this Deed of Trust, including without limitation any notice of defalilt. 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 recagnized overnight courier, or, if mailed, when dBpostted in
the United States mail, as first class, certified or registered mail postage prepaid, directed to the addres$és $hown near the
beginning of this Deed of Trust. All copies of notices of foreclosure from the holder of any lien which has pririty. over 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 partiss, specifying that the purpose of.
the notice is to change the party's address. For notice purposes, Grantor agrees to keep Lender informed atali-tifes 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 to any Grantor is deemed 10 be notiée gwen to all CoE
Grantors. . g

MISCELLANEQUS PROVISIONS. The following miscellansous provisions are a part of this Dsed of Trust:

Amendments. This Deed of Trust, together with any Related Documents, constitutes the entire underslandmg and -
agreement of the parties as to the matters set forth In this Deed of Trust. No alteration of or amendment to this Deed'of =~
Trust shall be effective unlass given in writing and signed by the party or parties sought to be charged or bound by the =
alteration or amendment.

Annual Reports. If the Property is used for purposes other than Grantor's residence, Grantor shall fumish to Lender,
upon request, a certified statement of net operating income received from the Property during Grantor's pravinie fiennt
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:'_yeé'r_f_in such form and detail as Lender shall require. “Net operating income" shall mean ali cash receipts from the
~“Praperty less all cash expenditures made in connection 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
mterpret or.dafine the provisions of this Deed of Trust.

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

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

Choice of Vénue, Ifthers is a lawsuit, Grantor agrees upon Lender’s request to submit to the jurisdiction of the courts of
Whatcom. County State of Washington.

No Waiver by Lender. Lender shall not be desmed to have waived any rights under this Deed of Trust unless such
waiver is given in wrutmg ‘and'signed by Lender. No delay or omission on the part of Lender in exercising any right shall

operate as a walver-of such.right or any other right. A waiver by Lendsr of a provision of this Deed of Trust 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 Frust.-No prior waiver by Lender, nor any course of dealing betwaen Lender and Grantor, shall

constitute a walver 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 such consent by Lender in any instance shall

not constitute continuing consept 1o siibsequent instances where such consent is required and in all cases such consent

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

Severability. If a court of competent jur|5d|ct|on finds any provision of this Deed of Trust to be iliegal, invalid, or
unenforceable as to any. circumstarice, that finding shall not make the offending provision illegal, invalid, or
unenforceable as to any other. circumstance.* If feasible, the offending provision shall be considered modified so that it
becomes legal, valid and enforceable. If the offending provision cannot be so modified, it shall be considered deleted
from this Deed of Trust. Unless-otherwiss raquired by law, the illagality, invalidity, or unenforceablllty of any provision of
this Deed of Trust shall not affect the: Iegallty vahdlty or enforceability of any other provision of this Deed of Trust,

Successors and Assigns. Subject to any. hmltatlons 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, their successors and assigns. If ownership of
the Property becomes vested in a person-pihier.dhan Grantor, Lender, without notice to Grantor, may deal with Grantor's
successors with reference to this Deed of Trust and the Indebtedness by way of forbearance or extension without
reisasing Grantor from the obligations of tms ‘Deed of Trust or liability under the Indebtedness.

Time is of the Essence. Time is of the ess__ence in: the_ performance of this Deed of Trust.

Waive Jury. All parties to this Deed of Trust h'erét:y walve the right to any jury trial in any action, proceeding, 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 homestead
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 monsy 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 deflned in this Deed of Trust shall have the meanings atiributed 1o
such terms in the Uniform Commercial Code: .

Beneficiary. The word "Beneficiary" means Horizon Bank, and |ts suocessors and assigns.

Borrower, The word "Borrower" means Cleveland Avenue LLC and |nctudes all co~s.|gners and co-makers signing the
Note.

Deed of Trust. The words “Deed of Trust" mean this Deed of Trust among Gr'antor Lender, and Trustee, and includes
without limitation all assignment and security interast provisions relatlng to the: Personal F'roperty and Rents.

Default. The word "Default’ means the Default set forth in this Deed of: Trust in the sect:on 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 this Deed of Trust. N

Grantor., The word "Grantor" means Cleveland Avenue LLC.

Guaranlor. The word "Guaranior' means any guarantor, surely, of acéu_rrirﬁ’édation-*;iértjv of any or all of the
Indebtedness.

Guaranty. The word "Guaranty" means the guaranty from Guarantor to Lender, mcludmg wﬂhout Ilmltatlon a guaranty of
all or part of the Note.

Improvements. The word "improvements” means all existing and future |mprovements bmldmgs structures mobile
homes affixed on the Real Property, facilities, 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, together with alt renewals of, extensions of, medifications .of, tonsolidations of
and substitutions for the Note or Related Documents and any amounts expended or advanced by Lendsr to digcharge
Grantor's obligations or expenses incurred by Trustes or Lender to enforce Grantor's obhgattons under ﬂus Deed of
Trust, together with interest on such amounts as provided in this Deed of Trust. 3 S 5

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

Nole. The word “Note" means the promissory note dated December 1, 2004, in the original prmcipal amount
of $1,216,000.00 from Grantor to Lender, together with all renewals of, extensions of, modifications of; reflnanclngs
of, consohdatnons of, and substitutions for the promissory note or agresement. NOTICE TO GHANTOR THE NOTE
CONTAINS A VARIABLE INTEREST RATE.

Personal Property. The words "Personal Property” mean all equipment, fixtures, and other articles of personat propeny
now or hereafter owned by Grantor, and now or hereafter attached or affixed to the Real Property; together with. al_l
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 limitation all insurance progeeds and refunds of premnurns)
from any sale or other disposition of the Property. o

Property, The word "Property” msans collectively the Real Property and the Personal Property.
Real Property The words “Real Property™ mean the real property, interasts and rights, as further described in this Deed
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; Fielated Documents. The words "Related Documents” mean all promissory notes, cradit agreements, loan agresmants,

§ ‘.__.---*guarannes security agreements, mortgages, deeds of trust, security deeds, collateral morgages, and all other

instrumients, agreements and documents, whether now or hereafter existing, executed in connection with the

’ IndebtedneSS provided, that the envirenmental indemnity agresments are not *Related Documents” and are not secured
by this Deed af Trust.

{:Rents The word "Rents” means all present and future rents, revenues, income, issues, royalties, profits, and other
‘benefits denved from the Property.

Trustee " The word ‘Trustag" means Westward Financial Servicss Inc, whose mailing address is 1500 Cormnwall Avenue,
Balfingham, WA 98225 and any substituta or successor trustees.

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

GRANTOR:

Daniel R. Mitzel, Manager } eveland Avenue LLC

LIMITE-D--__LIA@LIW COMPANY ACKNOWLEDGMENT

STATE OF _ )
)ss
COUNTY OF
On this - ——ﬂ day of L . , 20 , before me, the undersigned

Notary Public, personally appeared Daniel R. Milzel Manager of Cleveland Avenue LLC, and personally known to me or
proved to me on the basis of satisfactory evidence to'be.a 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 agree uses and purposes therein mentioned, and on oath
stated that he or she is authorized to_execute this Deed g ._ executed the Deed of Trust on behalf of the limited
liability copipany. ' -'

By
Notary Public in and for the State of _@/

REQUEST FOR FULL RECONVEYANCE

To: , Trustee

The undersigned is the legal owner and holder of all indebtedness secured by 1h|s Daed of Trust You are hereby requested,
upon payment of all sums owing 1o you, to reconvey without warranty, to the persons entmed thereto, the right, tite and
interest now heid by you under the Deed of Trust.

Date: Beneﬁcmry
By
o st

LASER PAC Lending, Yer. 5.24.00.003 Copr. Harland Financlal Solutiona. Inc. 1947, 2004.  Alt Righte Feserved - WA LACFIWINCFRLPL\GOILFC "TH-6823 PRSI, -
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RETURN ADDRESS:
" . Horizon Bank
£Lommercial Banking Ctr
£ 2217 Rimland Dr., Ste 230
o Bellingham, WA 98226

ASSIGNMENT OF RENTS

Reference # (if appilcable) Additional on page
Grantor(s): :
1. Cleveland Avenue LLC

Grantee(s) :
1. Horizon Bank

Legal Description; Sectlon 19 Townshlp 34, Range 4; Ptn. SE - SE Additional on page 2
Assessor's Tax Parcel ID#: 340419 0-150- 0003 (P26484)

THIS ASSIGNMENT OF RENTS dated December 1, 2004, is made and executed between
Cleveland Avenue LLC; A Washington Limited Liability Company (referred to below as
"Grantor") and Horizon Bank, whose mailing address is 2211 Rimland Drive, Suite 230,
Bellingham, WA 98226 (referred to below as "Lender").
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.k'ASS'IGNMENT For valuable consideration, Grantor hereby assigns, grants a continuing
security interest in, and conveys to Lender all of Grantor's right, title, and interest in and to
the Rents from the following described Property located in Skagit County, State of
Washlngton. _

That portlon of the Southeast 1/4 of the Southeast 1/4 of Section 19, Township 34 North,
Range 4 East W M., described as follows:

Begmn.mg at.a pql_nt on the South line of said subdivision which is 210 feet East of the
intersection of the Easterly line of First Street with said South line of the Southeast 1/4
of the Southeast 1/4; thence North 20 degrees East to the South line of Milwaukee

Street, as established; thence East along the South line of Milwaukee Street to the

intersection of said South line with the West line of Cleveland Avenue, as established;

thence South along the West line of Cleveland Avenue to the South line of the Southeast
1/4 of the Southeast 1/4;-thence West 12 rods, more or less, to the point of beginning,
EXCEPT the North-100 feet thereof.

EXCEPT that ponior'.' n}ing E‘ast of the following described line:

Begin at the point of mtersechon on the South line of said Section 19 with the West line
of the right-of-way of. Cleveland ‘Avenue, as the same existed on June 3, 2004; thence
North 89 degrees 39'26" West along the South line of said Section 19, a distance of
126.42 feet to the true pomt of beginning of this line description; thence North 1 degree
09'26" West, a distance of 50.02 feet to the North line of the South 50.00 feet of said
Section 19, said point being thg .t_grmmus of this line description.

Situate in Skagit County, State of Washington

The Property or its address is comlﬁ:bniy known as 1111 Cleveland Avenue, Mount Vernon,
WA 98273. The Property tax identification number is 340419-0-150-0003 (P26494)

THIS ASSIGNMENT IS GIVEN TO SECURE (1) PAYMENT OF THE' INDEBTEDNESS AND (2) PERFORMANCE OF ANY
AND ALL OBLIGATIONS OF GRANTOR UNDER THE NOTE, THIS-ASSIGNMENT, AND THE RELATED DOCUMENTS.
THIS ASSIGNMENT IS GIVEN AND ACCEPTED ON THE FOLLOWING TERMS

PAYMENT AND PERFORMANCE. Except as otherwise provided-in this Asszgnment or any Related Documents, Grantor shall
pay to Lender all amounts secured by this Assignment as lhey become due, and shall strictly perform all of Grantor's
obligations under this Assignment. Unless and until Lender exercises -its right to_collect the Rents as provided below and so
long as there is no default under this Assignment, Grantor may remain in pogsessiori-and control of and operale and manage
the Property and collect the Rents, prowded that the granting of the r|ght 1o collect the Rents shall not constitute Lender's
consent to the use of cash collateral in a bankruptcy proceeding. . .

GRANTOR'S REPRESENTATIONS AND WARRANTIES. Grantor warrants that:

Ownership. Grantor is entitled to receive the Rents free and clear of “all rlghts, loans, liens, sncumbrances, and claims
except as disclosed to and accepted by Lender in writing.

Right to Assign. Grantor has the full right, power and authority to enter mio th|s Assngnment and to assign and convey
the Rents to Lender.

No Prior Assignment. Grantor has not previously assigned or conveyed :the Rents :to any other person by any
instrument now in force.

No Further Transfer. Grantor will not sell, assign, encumber, or othenmse dispose of any of Grantors rights in the
Rents except as provided in this Assignment.

LENDER'S RIGHT TC RECEIVE AND COLLECT RENTS. Lender shall have the nght at any 'ume, and even though no
default shall have oceurred under this Assignment, to collect and receive the Rents. For thls purpose Lender is hereby given
and granted the following rights, powers and authority:

Notice to Tenants. Lender may send notices to any and all tenants of the Property adwsing them of thls Assignment
and directing all Rents to be paid directly to Lender or Lender's agent.

Enter the Property. Lender may enter upon and take possession of the Property; demand, coltect and recelve from the
tanants or from any other persons liable therefor, all of the Rents; institute and carry on all legal proceedmgs necessary
for the protection of the Property, including such proceedings as may be necessary to recover-possession of the
Property; collect the Rents and remove any tenant or tenants or other parsons from the Property. S . .

Maintain the Property. Lender may enter upon the Property to maintain the Property and keep the gamein reparr. o
pay the costs thereof and ot all services of all employees, including their equipment, and of all continuing.costs and:
expenses of maintaining the Property in proper repair and condition, and also to pay all taxes, assessments and water
utilities, and the premiums on fire and other insurance effected by Lender on the Property. ;

Compliance with Laws. Lendar may do any and all things to execute and comply with the laws of the State o
Washington and also all cther laws, rules, orders, ordinances and requirements of all other governmental. agenclas
affecting the Property. :

Lease the Property. Lender may rent or lease the whole or any pan of the Property for such term or terms and on such .
conditions as Lender may deem appropriate.

Employ Agents. Lender may engage such agent or agents as Lender may desm appropriate, either in Lender's name
or in Grantor's name, to rent and manage the Property, including the collection and application of Rents.

Other Acts. Lender may do all such other things and acts with respect to the Property as Lender may deem appropriate
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:' grfd_;m‘ay act exclusively and solety in the place and stead of Grantor and to have all of the powers of Grantor for the
“purposes stated above.

“No. ﬁ'eddi'rement to Act. Lender shall nct be required to do any of the foregoing acts or things, and the fact that Lender
shall iave'pérformed one or more of the foregoing acts or things shall not require Lender to do any other specific act or
.,thmg

APPLICATION OF RENTS. All costs and expenses incurred by Lender in connection with the Property shall be for Grantor's
account. and Lender may pay such costs and expenses from the Rents. (ender, in its sole discretion, shall determine the
applicaticn-of any and all Rents received by it; however, any such Rents received by Lender which are not applied to such

costs arid-expenses shall-be applied to the Indebtedness Al expenditures made by Lender under this Assignment and not

reimbursed from’ the’ Rents shall become a part of the Indebledness secured by this Assignment, and shall be payable on

demand, with |nterest atthe Mote rate from date of expenditure until paid.

FULL PERFORMANCE. If Grantor pays all of the Indsbtedness when due and otherwise performs all the obligations
imposed upon Grantor undér this Assignment, the Note, and the Related Documents, Lender shall execute and deliver to
Grantor a suitable satisfaction of ‘this Assignment and suitable statements of termination of any financing statement on file
evidencing Lender's security: interest in the Rents and the Property. Any termination fee required by law shall be paid by
Grantor, if permitted. by applucable Iaw

LENDER'S EXPENDITURES: Hf atly action or proceeding Is commenced that would materially affect Lender's Interest in the
Property or if Grantor fails to comply with any provision of this Assignment or any Related Documents, including but not
fimited to Grantor's failure fg-discharge or pay when due any amounts Grantor is required to discharge or pay under this
Assignment or any Related Dotuments, Lerider on Grantor's behalf may {but shall not be obligated to) take any action that
Lender deems appropriate, including.bilt not:limited to discharging or paying all taxes, liens, security interests, encumbrances
and other claims, at any time levied or placed on the Rents or 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 thedate incurred or.paid by Lender to the date of repayment by Grantor. All such expenses will
become a part of the Indebtedness afid,at Lender's option, will (A) be payable on demand; (B} be added to the balance of
the Note and be apportioned among: -and be’ payable with any Installment payments to becoms due during either (1) the
term of any applicable insurance policy;.or (2) the remaining term of the Note; or (C) be treated as a balloon payment
which will be due and payable at the Note’s‘maturity, -The Assignment also will secure payment of these amounts. Such right
shall be in addition to all other rights and femedies to whlch Lender may be entited upon Default,

DEFAULT. Each of the following, at Lender’s: opt:on, shall constitute an Event of Default under this Assignment:
Payment Default, Grantor fails to make any payment when due under the Indebtedness.

Other Defaults. Grantor fails to comply with of to perform any other term, obligation, covenant or condition contained in
this Assignment or in any of the Related Dogumenits.or to comply with or to perform any term, obligation, covenant or
condition contained in any othar agreement between {.ender and Grantor.

Default on Other Payments. Failure of Grantor within the time required by this Assignment to make any payment for
taxes or insurance, or any other payment necessary{ to prevent filing of or 1o effect discharge of any lien.

Environmentat Default. Failure of any party to oemply with o perform when due any term, obligation, covenant or
condition contained in any environmental agreement executed in connet:tion with the Property.

False Statements. Any warranty, representation or statemem rhade’ or furnished to Lender by Grantor or on Grantor's
behalf under this Assignment or the Related Documents:is false or mlsleadrng in any material respect, either now or at
the time made or fumished or becomes false or misleading at any time thereafter.

Defective Collateralization. This Assignment or any of the Rerated Documents ceases to be In full force and effect
{including failure of any collateral document to create a valid dnd perfecfed sacurrly interest or lien) at any time and for
any reason.

Death or Insolvency. The dissolution of Grantor's (regardiess of whether electlon to continue is made), any member
withdraws from the limited liability company, or any other termination of Grantor's ‘existence as a going business or the
death of any member, the insolvency of Grantor, the appointment of a receiver for any part of Grantor's proparty, any
assignment for the benefit of creditors, any type of creditor workout, or Ihe commencement of any proceeding under any
bankruptcy or insolvency laws by or against Grantor.

Creditor or Forfeiture Proceedings. Commencemant of foreclosure or forfelture proceedmgs whether by judicial
proceeding, self-help, repossession or any other method, by any creditor of Grantor or-by any governmental agency

against the Rents or 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 shail not apply if therd 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 proceading and if
Grantor gives Lender written notice of the creditor or forfeiture proceeding and deposrts with' Lender monies or a surety
bond for the creditor or forfeiture proceeding, in an amount determined by Lender, |n it sole dlscretlon as being an

adequate reserve or bond for the dispute.

Property Damage or Loss. The Property is lost, stolen, substantially damaged, suld or borrowed agamst

Events Affecting Guarantor. 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, o liability under,
any Guaranty of the Indebtedness. in the event of a death, Lender, at its option, may, but shall:ngt be.réquired to,
permit the Guarantor's estate 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 Grantor's financial condition, or Lender belreves the prospect of
payment or performance of the Indebtedness is impaired. : ;

Insecurity. Lender in good faith believes itself insecure.

Cure Provisions. If any default, other than a default in payment is curable and if Grantor has not been gwen a notrce of
a breach of the same provision of this Assignment within the preceding twelve (12) months, it may be cured if Grantor, % =,
after receiving written notice from Lender demanding cure of such default: (1) cures the default within thirty 130) days: .
or (2) if the cure requires more than thirty (30) days, immediately initiates steps which Lender deems in Lenders-sole. |
discretion to be sufficient to cure the defauit and thereafter continues and complates all reasonable and necessary steps
sufficient 1o produce compliance as soon as reasonably practical. ;

RIGHTS AND REMEDIES ON DEFAULT. Upon the occurrence of any Event of Default and at any time thereaﬂer Lender'“u L
may exercise any one or more of the following rights and remedies, in addition to any other rights or remedies provided : by g
law;

Accelerate Indebtedness. Lender shall have the right at its option without notice to Grantor to declare the entire
Indebtedness immediatsly due and payable, including any prepayment penalty which Grantor would be required to pay.

!
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_Collect Rents. Lender shall have the right, without notice to Grantor, to take possession of the Property and coliect the
¢ .~ Rents, including amounts past due and unpaid, and apply the net proceeds, over and above Lender’s costs, against the
_Jndebtedness. In furtherance of this right, Lender shall have all the rights provided for in the Lender's Right ta Receive
< and Collect Rents Section, above. If the Rents are collected by Lender, then Grantor irrevocably designates Lender as
Graritor's aftorney-in-fact 1o endorse instruments received in payment thereof in the name of Granter and to negotiate
ithe same and collect the proceeds. Payments by tenants or ather users o Lender in response to Lender's demand shall
satisfy the obhgatlons for which the payments are made, whether or not any proper grounds for the demand existed.
Lender rnay exerclse its rights under this subparagraph sither in person, by agent, or through a receiver.

Appolnt Reoeiver. Lender shalt have the right to have a receiver appointed to take possession of all or any part of the
Property, with the power 1o protect and preserve the Property, to operate the Property preceding or pending foretlosure
or sale, and 1o collect the Rents from the Property and apply the proceeds, over and above the cost of the receivership,
againstihe: Indebledness. The receiver may serve without bond if permitied by law. Lender’s right to the appointment
of a receiver shall exist:Whether or not the apparsnt value of the Property exceeds the Indebtedness by a substantial
amount. Employment by.Lender shall not disqualify a person from serving as a receiver.

Other Remedies.” Lender shau have all other rights and remedies provided in this Assignment or the Note or by law.

Election of Hemed:&s, Electron by Lender to pursue any remedy shall not exclude pursuit of any other remedy, and an
election to make expenditures of {o take action to perform an obligation of Grantor under this Assignment, after Grantor's
failure to perform, shatl not affect Lender’s right to declare a default and exercise its remedies.

Attorheys' Fees; Expens&e If-Lender institlutes any suit or action to enforca any of the terms of this Assignment,
Lender shall be entitted to‘recover such: sum as the court may adjudge reasonable as attormeys' fees at trial and upon
any appeal. Whether-or nét any courfiaction is involved, and to the extent not prohibitad by law, ail reasonable
expenses Lender incurs that‘in Lender's opinion are necessary at any time for the protection of its intersst or the
enforcemnent of its rights shall:hecome a part of the Indebtedness payabla on demand and shall bear interest at the Note
rate from the date of the expenditure until-fepaid, Expenses covered by this paragraph include, without limitation,
however subject to any limité.under:applicable:law, Lender's attomeys' fees and Lender’s legal expenses, whether or not
there is a lawsuit, including atteméys’-fees” and expenses for bankruptey proceedings (including efforts to modify or
vacate any automatic stay or injunction), appeals, and any anticipated pos!-;udgment collection services, the cost of
searchmg records, obtaining titlereports (including, foreclosure reports), surveyors’ reports, and appraisal fees, title
insurance, and fees for the Trustee;to the extent: permltted by applicable law. Grantor also will pay any court costs, in
addition to all other sums provided by: Iaw

MISCELLANEOUS PROVISIONS, The follownng miscelfanaous provisions are a part of this Assignment:

Amendments. This Assignment, togethe_r with any” F!elated Documents, constitutes the entire understanding and
agresment of the parties as 1o the matters set forth.in this Assignment. No alteration of or amendment to this Assignment
shall be effective unless given in writing and s:gned by the party or parties sought to be charged or bound by the
alteration or amendment.

Caption Headings. Captlon headings in this Assngnment are for convenience purposes only and are not to be used to
interpret or define the provisions of this Assignment, .

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

Choice of Venue. H there is a lawsuit, Grantor agrees upon Lenders request to submit 1o the jurisdiction of the courts of
Whatcom County, State of Washington.

Merger. There shall be no merger of the interest or estate created by tms assignment with any other interest or estate in
the Property at any time held by or for the banefit of Lender in any capamty \mthout the written consent of Lender.

Interpretation. (1)  In all cases where there is mofe than one Bomower or Grantor then all words used in this
Assignment in the singular shall be deemed to have been used in the plural where the context and construction so
require. (2) If more than one person signs this Assignment as "Grantor," the’ obhgatlons of each Grantor are joint and
several. This means that if Lender brings a lawsuit, Lender may sue.any-orie of more.of the Grantors. If Borrower and
Grantor are not the same person, Lender need not sue Borrower first,.and-that Borrower need not be joined in any
lawsuit. (3) The names given to paragraphs or sections in this Assignment, arg: far oonvenlence purposes only. They
are not to be used to interpret or define the provisions of this Assignment. :

No Waiver by Lendetr. Lender shall not be deemed to have waived any’ nghts under thns Assignment unless such
waiver is given in writing and signed by Lender. No delay or omission on the part of Lender in“exercising any right shall

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

provision of this Assignment. No prior waiver by Lender, nor any course of dealing betweén Lender.and Grantor, shall

constitute a waiver of any of Lender's rights or of any of Grantor's obligations as to any future trahsactions. Whenever
the consent of Lender is required under this Assignment, the granting of such consent by Lender in any instance shall

not constitute continuing consent to subsequent instances where such consent is requared and’ |n aII cases such consent

may be granted or withheid in the sole discretion of Lender, : .

Notices. Subject to applicable law, and except for notice required or allowed by law to be given.in anomer manner, any
notice required to be given under this Assignment shall be given in writing, and shall bé effective wheri. actually
defivered, when actually received by telefacsimile (unless ctherwise required by law), when deposited- wuth A nationally
recognized overnight courier, or, if mailed, when deposited in the United States mail, as first class, cerified or registered
mail postage prepaid, directed to the addresses shown near the beginning of this Assignment. Any.party fnay change its
address for notices under this Assignment by giving formal written notice to the other parties, specifying that the purpose
of the naofice is 10 change the party’s address. For notice purposes, Grantor agrees to keep lLender informed-at _all times
of Grantor's current address. Subject to applicable law, and except for notice required or allowed by law 10 be. given-in®:
another manner, if there Is more than one Grantor, any notice given by Lender to any Grantor is deamed to be nonce
given to all Grantors.

Powers of Attorney. The various agencies and powers of attorney conveyed on Lender under this As5|gnment are _;i':
granted for purposes of security and may not be revoked by Grantor until such time as the same are renounced by: _:
Lender. S

Severability. If a court of competent jurisdiction finds any provision of this Assignment to be illagal, im‘raiid, or_
unenforceable as to any circumstance, that finding shall not make the offending provision illegal, invalid, or
unenforceable as 1o any other circumstance. If feasible, the offending provision shalt be considered modified so that it .~
becornes legal, vaiid and enforceable. If the offanding provision cannot ba so modified, it shall be considered deleted.
from this Assignment. Unless otherwise required by law, the illegality, invalidity, or unenforceability of any provision of
this Assignment shall not affect the legality, validity or enforceability of any other provision of this Assignment,

|
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; Successors and Assigns. Subject to any limitations stated In this Assignment on transfer of Grantor's interest, this
¢ /~-"Assignment shall be binding upon and inure 1o the benefit of the parties, their successors and assigns. If ownership of
the Property becomes vested in a person other than Grantor, Lender, without notice to Grantor, may deal with Grantor's
<" syccessors with reference to this Assignment and the Indebtedness by way of forbearance or extension without releasing
Graritor from the obligations of this Assignment or liability under the Indebtedness.

{;_Tlme is of tha Essence. Time is of the essence in the performance of this Assignment,

Walve Jury ‘Al _parties to this Assignment hereby waive the right to any jury trial in any action, proceeding, or
oounterclaim brought by any party against any other party.

WAIVER OF HOMESTEAD EXEMPTION. Grantor hereby releases and waives all rights and benefits of the homestead
exermption laws of the, State of Washington as to all Indebtedness secured by this Assignment.

WAIVER OF -RIGHT “OF REDEMPTION. NOTWITHSTANDING ANY OF THE PROVISIONS TO THE GONTRARY
CONTAINED IN THIS-ASSIGNMENT, GRANTOR HEREBY WAIVES ANY AND ALL RIGHTS OF REDEMPTION FROM SALE
UNDER ANY ORDER OR JUDGMENT OF FORECLOSURE ON GRANTOR'S BEHALF AND ON BEHALF OF EACH AND
EVERY PERSON, EXCEPT JUDGMENT CREDITORS OF GRANTOR, ACQUIRING ANY INTEREST IN OR TITLE TO THE
PROPERTY SUBSEQUENTTO THE DATE OF THIS ASSIGNMENT.

DEFINITIONS. The followmg capitalized words and terms shall have the following meanings when used in this Assignment.

Unless specifically stated to the contrary, all references to dollar amounts shall mean amounts in lawful money of the United
Slates 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. Wérds and-terms. not otherwise defined in this Assignment shall have ths meanings attributed to
such terms in the Uniform Commercnal Code.

Assignment. The word "Asmgnment" ‘means this ASSIGNMENT OF RENTS, as this ASSIGNMENT OF RENTS may be
amended or modified from: time to t|me togelher with all exhibits and schedules attached to this ASSIGNMENT OF
RENTS from time to time. °

Borrower, The word Borrower fneans Cleveland Avenue LLC.
Default. The word "Default® means, the Default set forth in this Assignment in the section titled "Default".

Event of Default. The words "Event of Default“ rhean any of the events of default set forth in this Assignment in the
detault section of this Assignment.

Grantor. The word "Grantor* means Cleveiand Avenue 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.

Indebtedness. The word “Indebtedness” means a’Il _principal, interest, and other amounts, costs and expenses payable
under the Note or Related Documents, together with all renewals of, extensions of, modifications of, consolidations of
and substitutions for the Note or Related Documerits‘and any amounts expended or advanced by Lender to discharge
Grantor's obfigations or expenses incurred by Lender to enforce’ Grantors obligations under this Assignment, together
with interest on such amounts as provided in this Assignment. .~ %

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

Note. The word "Note' means the promissory note dated December 1, 2004, in the original principal amount
of $1,216,000.00 from Grantor to Lender, together with-ail tefewals of; extensions of, modifications of, refinancings
of, consolldattons of, and substitutions for the promissory note br-agréement.

Property. The word "Property" means all of Grantor’s right, titte and mterest in and to all the Property as described in the
"Assignment" section of this Assignment.

Related Documents. The words "Relatsd Documents” mean all prcmssory notes credit agreements, loan agresments,
environmental agreements, guaranties, security agreements, mortgages, desds_of  trust, security deeds, cotiateral
montgages, and all other instruments, agreements and documents, whether now or hereaﬂer existing, executed in
connection with the Indebtedness.

Rents. The word "Rents” means all of Grantor's present and future rights, tlﬂe and lnterest in, to and under any and all
present and future leases, including, without limitation, all rents, revenus, in¢ome, issues, foyalties, bonuses, accounts
receivable, cash or security deposits, advance rentals, profits and procesds from. the Property;‘and other payments and
benefits derived or to be derived from such leases of every kind and nature, whather due new oriater, including without

limitation Grrantor's right to enforce such leases and to receive and collect payment arid preceeds thereunder.

THE UNDERSIGNED ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS ASSIGNMENT, AND NOT
PERSONALLY BUT AS AN AUTHORIZED SIGNER, HAS CAUSED THIS ASSIGNMENT TO BE SIGNED AND EXECUTED
ON BEHALF OF GRANTOR ON DECEMBER 1, 2004.

GRANTOR:

fCieveland Avenue LLG

“Daniel R. Mitzel, Manager o3
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~7 __ LIMITED LIABILITY COMPANY ACKNOWLEDGMENT
STATEOF Z/MWW%\) )

coum QF

On this ,?Az’ day of __ , 20 , before me, the undersigned

Notary Public, personéle appeared Daniel R. Mitzel, Manager of Cleveland Avenue LLC, and personally known to me or
proved to me“on the basis of saisfactory evidence to be a of the limited llability company that executed the ASSIGNMENT
OF RENTS and acknowledged the Assignment to ba the free and voluntary act and deed of the limited liability company, by
authority of statute, its artlcles of organlzatlon orits Operalmg agrgement, for the uses and purposes therein mentioned, and
on oath stg i in fact executed the Assignment on behalf of the

limited liaby
esiding at M

Notary Public in and for the State of W A commission expires <2 2 7

e A . ’
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