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DEED OF TRUST

DATE: March 2, 2005"'

Reference # (if apphcable) | Additional on page
Grantor(s):
1. Watson Propemes, a lelted Partnershlp

Grantee(s)
1. Horizon Bank S
2. Westward Financial Serv:ces Corp@ratlon Trustee

Legal Description: Lots 28 & 29, Herrtage Square and Lot 2, Mira Vista;
ptrr SW 1/4 NE 1/4 , 18-34-4 E W.M. :
Additional on page 2

Assessor's Tax Parcel ID#: 4479l090-6oé40002 (P83258), 4400-000-028-0006 (P81470),
4400-000-029-0005 (P81471), 340418-1-010-0002 (P26254)

THIS DEED OF TRUST is dated March 2, 2005, among Watson Properties, a Limited
Partnership ("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 "Beneficiary"); and Westward. Financial Services Corporation,
whose mailing address is 1500 Cornwall Avenue,” Bellmgham 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 and 1o the
Tollowing described, real property, together with all existing or subsequantly 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 |rr|gatIQn rights); and all other rights, royalties, and profits relating to the real property, including without limitation

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

of Washlngton
PARCELA:

Lots 28 and 29 "HEFlITAGE SQUARE," as per plat recorded in Volume 12 of Plats, pages
65 and 66, records of Skagit County, Washington.

Situate in the Clty of Mount Vernon, County of Skagit, State of Washington.
PARCEL B:- L

Lot 2, "MIRA VISTA; 'ITNC.," as per plat recorded in Volume 14 of Plats, page 186, records
of Skagit County,a-:WaShinﬁton

Situate in the County of Skaglt State of Washington.
PARCEL "C": .

That portion of the Nor:thf:51__2,-.-6__feet of the Southwest 1/4 of the Northeast 1/4 of Section
18, Township 34 North, Range 4 East, W.M., lying West of a line 650 feet West of and
parallel to the East line of sald Southwest 1/4 of the Northeast 1/4, EXCEPT the West 320
feet thereof.

Situate in the County of Skaglt State of Washrngton.

The Real Property or its address’ is commonly known as Parcel #340418-1-010-0002
(P26254) and 1810 E. Division Street, Mount Vernon, WA 98274. The Real Property tax
identification number is 4479-000-002-0002 (P83258), 4400-000-028-0006 (P81470),
4400-000-029-0005 (P81471), 340418-1-010-0002 (P26254)

CROSS-COLLATERALIZATION. in addition to the Note, lhls Deed of Trust secures all obligations, debts and liabilities, plus
interest thereon, of Grantor to Lender, or any one or mora-of them, as wall as all claims by Lender against Grantor or any one
or more of them, whether now existing or hereafter arising, whether related, or, unrelatad to the purpose of the Note, whether
voluntary or otherwise, whether due or not due, direct or indirect, -determined or undetermined, absolute or contingent,
liquidated or unliquidated whether Grantor may be liable individually or jointly with others, whether obligated as guarantor,
surety, accommodation party or otherwise, and whether recovery upocn sich amounts may be or hereafter may become
barred by any statute of limitations, and whether the obligation to repay such amounts may be or hereafter may become
otherwise unenforceable. .

Grantor hereby assigns as security to Lender, all of Grantor’s right, trtle and interest: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 Qrants to Grantor a license to collect
the Rents and profits, which license may be revoked at Lender’s option and shall be automatically revoked upon acceleration
of all or part of the Indebtedness.

THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS ANB 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 become due, and shall strictly and in'a tlmeiy manner perform all of Grantor's
obligations under the Note, this Deed of Trust, and the Related Documents.

POSSESSION AND MAINTENANCE OF THE PROPERTY. Grantor agrees that Grantor's; possessuon and use of the Property
shall be governed by the followlng provisions:

the Property; (2} use operate or manage the Property; and (3) collect the Rents from the Property (lhrs priviege is a
license from Lender to Grantor automatically revoked upon default). The following provisions_rélate to.the use of the
Property or to other limitations on the Property. The Real Property is not used principally for agricultural purposes

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

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance nor commit, permit, or suffer any stnpplng 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 ga,s], podl, 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 Real Property wrhout_,"‘":.
Lender’s prior written consent. As a condition to the removal of any Improvements, Lender may require Grantor to make™
arrangaments 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 at all'm
reasonable times to attend t0 Lender's interests and t0 inspect the Real Property for purposes of Grantor’s comphance F
with the terms and conditions of this Deed of Trust. =

Compliance with Governmental Requirements. Grantor shall promptly comply, and shall promptly cause complian_ce
by all agents, tenants or other persons or entities of every nature whatsoever who rent, lease or otherwise use or occupy
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 Property, including without limitation, the Americans With Disabilities
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Act Grantor may contest in good faith any such law, ordinance, or regulation and withhold ccompliance during any
ER proceedmg, including appropriate appeals, so long as Grantor has notified Lender in writing prior o doing so and so

_lang as;"in:Lender’s scle opinion, Lender’s interests in the Property are not jeopardized. Lender may require Grantor to
- post adequate security or a surety bond, reasonabiy satisfactory to Lender, 1o protect Lender's interest.

.Duty to Protect Grantor agrees neither to abandon or leave unattended the Property, Grantor shall do all other acts, in
;addition to those acts set forth above in this section, which from the character and use of the Property are reasonably
necessary to protect and preserve the Property.

DUE ON° SALE CONSENT BY LENDER. Lender may, at Lender's aption, (A) declare immediately due and payable all
sums segured by 1his Deed of Trust or (B) increase the interest rate provided for in the Note or cther document evidencing
the Indebtedness and.impose such other conditions as Lender deems appropnate, upen the sale or transfer, without Lender's
prior written ¢onsent, of all or.any part of the Real Property, or any interest in the Real Property. A "sale or transfer” means the
conveyance of -Aeal Property or any right, title or interest in the Real Property: whether legal, beneficial or equitable; whether
voluntary or involuntary; whether:by oulright sale, deed, installment sale confract, fand contract, contract for deed, leasehold
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 land trust hoiding title to the Real Property, or by any other method of conveyance of an interest in the
Real Property. If any Grantor.is & corporation, partnership or limited liability company, transfer also includes any change in
ownership of more than twenty-flve percent (25%) of the veting stock, parinership interests or limited liability company
interests, as the case may be, of suchGrantor. However, this option shalf not be exercised by Lender if such exercise is
prohibited by federal law or by Washmgton law.

TAXES AND LIENS. The foliownng prow' jong relating to the taxes and liens on the Property are part of this Deed of Trust;

Payment. Grantor shall pay whén diie fand in all events prior to delinquency) all taxes, special taxes, assessmants,
charges (including water and sewer), fifes and impositions levied against or on account of the Property, and shall pay
when due all claims for wark: done on: of for services rendered or material fumished 1o the Property. Grantor shall
maintain the Property free of all liens havingpriority over or equal to the interest of Lander under this Deed of Trust,
except for the lien of taxes and assessments not dus, except for the Existing Indebtedness referred to below, and except
as otherwise provided in this Deed-of Trust

Right to Contest. Grantor may wnhhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the obligation to pay, s0°long as-Lender’s interest in the Property is not jeopardized. If a lien arises or is
filed as a result of nonpayment, Grantorshall wnhm filteen {15) days after the lian arises or, if a lien is filed, within fifteen
(15) days afier Grantor has notice of the #llmg, secire the discharge of the lien, or if requested by Lender, deposit with
Lender cash or a sufficient corporate surety *bond or other security satisfactory to Lender in an amount sufficient to
discharge the llen plus any costs and attorneys’ fees, of ‘other charges that could accrue as a result of a foreclosure or
sale under the lien. In any comest, Grantor shall defend itself and Lender and shall satisfy any adverse judgment before
enforcement against the Property. Grantor shall name Lender as an additional obliges under any surety bond furnished

in the contest proceadings. .

Evidence of Payment. Grantor shall upon demand fumish to Lender satisfactory evidence of payment of the taxes or
assessments and shall authorize the appropriate govemmental omcla! to deliver to Lender at any time a written statement
of the taxes and assessments against the Property.:

Notice of Construction. Grantor shall notify Lender at least- ﬁﬁeen {15) days before any work is commenced, any
services are furnished, or any materials are supplied to the Rroperty, If dny 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 Grantar can and wull pay the cost of such improvements.

PROPERTY DAMAGE INSURANCE. The following prowsnons relatlng to msunng the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and malntaln pohcles of frre insurance with standard extended
coverage endorsements on a replacement basis for the full insurablg’ value covering all Improvemants on the Real
Property in an amount sufficient to avoid application of any coinsurange:clause, and with a standard mortgagea clause in
favor of Lender. Grantor shall also procure and maintain comprehensive genéral liabillty insurance In such coverage
amounts as Lender may request with Trustee and Lender belng named as-additichal insureds in such liability insurance
policies.  Additionally, Grantor shall maintain such other insurance, “including.-but not:limited 1o hazard, business
interruption, and boiler insurance, as Lender may reasonably require. Poligies shall.be written in form, amounts,
coverages and basis reasonably acceptable to Lender and issued by a company or companies reasonably acceptable to
Lender. Granter, upan request of Lander, will deliver to Lender from time to tife the pollcles or certificates of insurance
in form satisfactory to Lender, including stipulations that coverages will not be cancelled or diminished without at least
ten (10) days prior written notice to Lender. Each insurance policy also shall include an endorsement providing that
coverage in favor of Lender will not be impaired in any way by any act, omissien.ef default-of Grantor or any other
persan. Should the Real Propetty be located in an area designated by the Diregtor.df the Federal Emergency
Management Agency as a special flood hazard area, Grantor agrees to obtain and maintain Federal Flood Insurance, if
available, 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 ta.the maximum policy

limits set under the National Flood Insurance Program, or as otherwise required by" Lender, and to mamtam such
insurance for the term of the lvan.

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the Pmpeny Lender may
make proof of loss if Grantor fails to do so within fifteen (15) days of the casualty. Whether or:niot Lender's security is
impaired, Lender may, at Lender's elaction, receive and retain the proceeds of any insurance and apply the proceeds to

the reduction of the Indebtedness, payment of any lien affecting the Property, or the restoration .and.fepdir of. the
Property. If Lender elects 10 apply the proceeds to restoration and repair, Grantor shall repair or replace the: damaged or
destroyed Improvements in 2 manner satisfactory to Lender. Lender shall, upon satisfactory proof of such expenditura,

pay or reimburse Grantor from the proceeds for the reascnable cost of repair or restoration if Granter is not in-default,
under this Deed of Trust. Any proceeds which have not been disbursed within 180 days after their regeipt-and which -
Lender has not commitied fo the repair or restoration of the Property shall be used first to pay any amount owing to”
Lender under this Deed of Trust, then 1o pay accrued interest, and the remainder, if any, shall be applied t6.the prifcipal . *.
balance of the Indebtedness. If Lendser 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 fumxsh o7 |
Lender a report on each existing policy of insurance showing: (1} the name of the insurer; (2) the risks insured; (3_) 5o
the amount of the policy; (4) the property insured, the then current replacernent 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 in lhe
Property or if Grantor fails to comply with any provision of this Deed of Trust or any Related Documents, including but not
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Irmrted 1o Grantor‘s failure to discharge or pay when due any amounts Grantor is required to discharge or pay under this Deed
of Trist.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 fimited to discharging or paying all taxes, liens, secunty interests, encumbrances and
‘pther claims at any time levied or placed on the Property and paying all costs for insuring, maintaining and preserving the
Property..” Al such expenditures incurred or paid by Lender for such purposes will then bear interest at the rate charged
undey the Note from the date incurred or paid by Lender to the date of repayment by Grantor. Al such expenses will become
a part ¢f the Indebtedness and, at Lender's option, will (A) be payable on demand; (B) be added to the balance of the
Note and be apporhoned among and be payable with any installment payments 10 become due during either (1) the term of
any apglicable insurapice policy, or (2) the remaining term of the Note; or (C) be treated as a batioon payment which will be
due and'payable at'the-Note's maturity. The Deed of Trust also will securs payment of these amounts. Such right shall be in
addition to ali other nghts and remedies o which Lender may be entitied upon Default.

WAFIFIANTY DEFENSE OF TITLE The following provisions relating to cwnership of the Property are a pan of this Deed of
Trust: :

Title. Grantor warrants that (a} Grantor holds good and marketable title of record to the Property in fee simple, free
and clear of all liéns and encumbrances other than those set forth in the Real Property description or in any title
insurance policy; title report, &r final title opinion issued in favor of, and accepted by, Lender in connection with this Deed
of Trust, and (B). Grantor has the ull right, power, and authority to execute and deliver this Desd of Trust to Lender.

Defense of Title. Subject to the exceptlon in the paragraph above, Grantor warrants and will forever defend the title to
the Property against the lawful ¢laims of all persons. in the event any action or procesding is commenced that questions
Grantor’s title or the interest of Tristes. or Lender under this Deed of Trust, Grantor shall defend the action at Grantor's
expense. Grantor may .be the nominal party in such proceeding, but Lender shall be entitled to participate in the
proceeding and to be represented in the ‘proceeding by counsel of Lender’s own choice, and Grantor will delfiver, or
cause to be dslivered, to Lender such mstruments as Lender may request from time to time to permit such participation.

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

Survival of Representations and Warrantles 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 until such time as’ Grentors Indebtedness shall be paid in full,

CONDEMNATICN, The following provrsrons relatrng te cendemnatlon proceedings are a part of this Deed of Trust:

Proceedings. If any proceeding in condemnatron is filed, Grantor shall promptly notify Lender in writing, and Grantor
shall promptly take such steps as may be niecessary td'defend the action and obtain the award. 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 its own choice all at Grantor's expense, and Grantor will deliver or cause to be delivered to
Lender such instruments and documentatlon 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 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 net
proceeds of the award be applisd to the Indebtedness or the repai or restoration of the Property. The net proceeds of

the award shall mean the award after payment of all reasonab(e costs expenses and attorneys’ fees incurred by Trustes
or Lender in connection with the condemnation,

IMPOSITION OF TAXES, FEES ANC CHARGES BY GOVEFINMENTAL AUTHORrrlES The following provisions relating to
govemnmental taxes, fees and charges are a part of this Deed of Trust: .~

Current Taxes, Fees and Charges. Upon request by Lender Grantor shall éXacute such documents in addition to this
Deed of Trust and take whatever other action is requested by Lender 1o patfect and continue Lender's lien on the Real
Property. Grantor shall reimburse Lender for all taxes, as descrrbed below, -together with all expenses incurred in
recording, perfecting or continuing this Deed of Trust, including wnhout Ilmrtatren aII taxes, fees, documantary stamps,
and other charges for recording or registering this Deed of Trust,

Taxes. The following shall constitute taxes to which this section appltes (1) & specrflc tax upon this type of Deed of
Trust or upon all or any part of the Indebtedness secured by this Dead of Tristy' (2) 4-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 thé Note; and (4) a specific tax
on all or any portion of the Indebtedness or on payments of principal and interest imade by Grantor

Subsequeant Taxes. If any tax to which this section applies is enacted subsequent 1o the date 6 this Deed of Trust, this
event shall have the same effect as an Event of Default, and Lender may exerdise any or gl of its available remedies for
an Event of Default as provided below unless Grantor either (1) pays the tax befora i betomes delinquent, or (2)

contests the fax as provided above in the Taxes and Liens section and deposrts wrth Lender eash or a sufficient
corporate surety bond or other security satisfactory to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions relahng 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 Agreement to the extem any of the Property constitutes
fixtures, and Lender shall have all of the rights of a secured party under the Uniform Commercial Cede as amended from
time to time.

Security Interest. Upon request by Lender, Grantor shall take whatever action is requested I:Jy.-= Lender..te“ berfect_ and
continue Lender’s security interest in the Rents and Personal Property. In addition to recording this:Déed of Trustin the
real property records, Lender may, at any time and without further authorization from Grantor, file exactted tounterpans,
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 assembie any Personal Property not affixed to the”

Property in a manner and at a place reasonably convenient to Grantor and Lender and make it available t¢. Lender wrthrn

three (3) days after receipt of written demand from Lender to the extent permitted by applicable law.

Addresses. The mailing addresses of Grantor (debtor) and Lender (secured party) from which information concemrng

the security interest granted by this Deed of Trust may be obtained (each as required by the Uniform Commercial Code')__u
are as stated on the first page of this Deed of Trust.

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provisions relating to further assurances and

attormey-in-fact are a part of this Deed of Trust:

Further Assurances. At any lime, and from time to time, upon request of Lender, Grantor will make, execute a"nd'”'
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
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places” as Lender may deem appropriate, any and all such morigages, deeds of trust, security deeds, security
s .- agreements, fanancmg statements, continuation statements, instruments of further assurance, cerificates, and other
docymeiits as may, in the sole opinion of Lender, be necessary or desirable in order to effectuate, complete, perfect,
<" cortinue,-or preserve (1} Grantor's obligations under the Note, this Deed of Trust, and the Related Documents, and (2}
thie liens arid security interests created by this Deed of Trust on the Property whether now owned or hereafter acquired
by Grantor. | :Unless prohibited by law or Lender agrees to the contrary in writing, Grantor shall reimburse Lender for all
‘costs and expenses incurred in connection with the matters referred to in this paragraph.

Attorney-m-Fact “If Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do so for
ard.in the'name of Grantor and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints Lender
as Grantor's attornay-in-fact for the purpose of making, executing, delivering, filing, recording, and doing all other things
as may be necessary or desirable, in Lender’'s sole opinion, to accomplish the matters referred to in the preceding
paragraph.- :

FULL PERFORMANCE If. Grantor pays all the Indebledness when due, and otherwise performs all the obligations imposed
upon Grantor under this Deed'of Trust, Lender shall execute and deliver to Trustee a request for full reconveyance and shall
execute and deliver to”Grantor suitabla statements of termination of any financing statement on file evidencing Lenders
security interest in the Rents-and:tHe Personal Property. Any reconveyance fee shall be paid by Grantor, if permitted by
applicable law. The ‘grantee’in"any reconveyance may be described as the “person or persons Jegally entitled thereto®, and
the recitals in the reconveyance of any matters or facts shall be conclusive proof of the truthfulness of any such rnatters or
facts.

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

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

Other Defaults. Grantor falls’ 1o oornply with or to perform any other term, obligation, covenant or condition contained in
this Deed of Trust or in any ‘of the Related Bocuments or to comply with or to perform any term, obligation, covenant or
condition contained in any other agreement between Lender and Grantor,

Compliance Default. Failure to comply viith any other term, obligation, covenant or condition contained in this Deed of
Trust, the Note or in any of the Helated Documents

Defauit on Other Payments. Fa|Iure_ of Grentor_ wn_hm the time required by this Deed of Trust to make any payment for
taxes or insurance, or any other paymant: necess'ary to prevent filing of or to effect discharge of any lien.

False Statements. Any warranty, representatlon or statement made or fumished to Lender by Grantor or on Grantor's
behalf under this Deed of Trust or the Related Documents is false or misleading in any material respect, sither now or at
the fime made or fumished or becomes false or mlsleadmg at any time thereafter.

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

Death or Insolvency. The dissolution or termmahon of Grantor's .existence as a going business or the death of any
partner, the insolvency of Grantor, the appointment of a recsiver. for any part of Grantor's property, any assignment for
the benefit of creditors, any type of creditor workout, or the commencement of any proceeding under any bankruptey or
insolvency laws by or against Grantor.

Creditor or Forfeiture Proceedings Commencementof - foreclosure or forfeiture proceedings, whether by judicial
proceeding, self-help, repossession or any other method, by ‘any credltor of Grantor or by any govemmental agency
against any property securing the Indebtedness. This includes s ‘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 notice of the creditor or forfeiture proceeding and deposits with. Lender monies or a surety bond for
the creditor or forfeiture proceeding, in an amount determined by Lender in |ts 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 period provided thereir: rnclqdlng without limitation any agreement
conceming any indebtedness or other obligation of Grantor to Lender, whether eixisting now or fater.

Events Affecting Guarantor. Any of the preceding events occurs with respect to -any Guarantor of any of the
Indebtedness or any Guarantor dies or becormnes incompetent, or revokes or:disputes the.validity of, or liability under,
any Guaranty of the Indebtedness. In the event of a death, Lender, at its option;-may, but”shall not be required to,
permit the Guaranfor's estate lo 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 occeurs in Girantor's financial condition, o Lender beheves the prospect of
payment or performance of the Indebtedness is impaired, . S

Insecurity. Lender in good faith believes itseif insecure.

Right to Cure. [f any default, other than a default in payment is curable and if Grantor has not been glven 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 Lender demanding cure of such default: (1) cures the default'withir thrrty {30) days;

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

RIGHTS AND REMEDIES ON DEFAULT. It an Event of Default occurs under this Deed of Trust, af-any ume thereafter,
Trustee or Lender may exercise any one or more of the following rights and remedies: S

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 perform an obligation of Grantor under this Deed of Trust aﬂer

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

Accelerate Indebtedness. Lendsr shall have the right at its option 1o declare the entire Indebtadness lmmedrately due g

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 to exercise its power of
sale and to forsclose by notice and sale, and Lender shall have the right to foreclose by judicial foreclosure, in enher S

case in accordance with and to the full extent provided by applicable law. .
UCC Remedies. With respect to all or any part of the Personal Property, Lender shall have all the rights and remedles of
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COIIect Rents. Lender shall have the right, without notice to Grantor to take possession of and manage the Property

¢ /~and’collect the Rents, including amounts past dus and unpaid, and apply the net proceeds, cver and above Lender's

_eosts;-against the Indebtedness. In furtherance of this right, Lender may require any tenant or other user of the Property

< to.make-payments of rent or use fees direclly to Lender. If the Rents are collected by Lender, then Grantor irrevocably
désignates Lender as Grantor's attorney-in-fact to endorse instruments recelved in payment thereof in the name of
Grantor and to-negotiate the same and collect the proceeds. Payments by tenants or other users to Lender in response
3o Lender's demand shall satisfy the obiigations tor which the payments are mads, whether or not any proper grounds
for 1he demand ex|sted Lender may exercise its rights under this subparagraph either in person, by agent, or through a
IEGEIVBI'

Appolnt Reoewer Lender shall have the right to have a receiver appointed to take possession of all or any part of the
Property,-with-tha power. to protect and preserve the Property, to operate the Property preceding or pending foreclosure

or sale,-and 1o collect thie Rents from the Property and apply the proceeds, over and above the cost of the receivership,
against tHe Indebtedness. The receiver may serve without bond Iif perrnitted by law. Lender's right to the appointment

of a receiver shall exist whéether or not the apparent value of the Properly exceeds the Indebtedness by a substantial
amount. Employment by Lender shall not disqualify a person from serving as a recaiver.

Tenancy at Sufferance :If Grantor remains in possession of the Property after the Property is sold as provided above or
Lender otherwise becomes enmled to possession of the Property upon  default of Grantor, Grantor shall become a
tenant at sufferance of Lendsr of the purchaser of the Property and shall, at Lender's option, either () 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 shaIE have any other right or remedy provided in this Deed of Trust or the Note or
by law.

Notice of Sale. Lender shall gwe Grantor reasonable notice of the time and place of any public sale of the Personal
Property or of the time after, which any frivate sale or ather intended disposition of the Personal Property is to be made.
Reasonable notice shall mean-nofice given at‘least ten (10) days before the time of the sale or disposition. Any sale of
the Perscnal Property may be. made in COF}]UI‘IGtIOﬂ with any sale of the Real Property.

Sale of the Property. To the axtem perrmﬂed by applicable law, Grantor hereby waives any and all rights to have the
Property marshalied. In exercising it& rights and remedies, the Trustes o Lender shall be free 1o sell all or any part of the
Property together or separately, in ane sale or by separate sales. Lender shall be entifled to bid at any public sale on all
or any portion of the Property. : .

Attorneys’ Fees; Expenses. If Lendér’ mstitutés "any suit or action to enforce any of the terms of this Deed of Trust
Lender shall be entitled to recover such sum as the courf‘may adjudge reasonable as attorneys' fees at trial and upon
any appeal. Whether or not any court actiory is involved, and to the extent not prohibited by law, all reasonable

expenses Lender incurs thal in Lender's opinion are necessary at any time for the protection of its intersst or the
enforcement of its rights shall become a part of the Indebledness 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 law, Lender's attorneys’ tees and Lender's legal expenses, whether or not
there is a lawsuit, including attorneys’ fees and expenses for bankruptcy proceedings (including efforts to modify or
vacate any automatic stay or injunction), appeals,:and any anticipated post judgment collaction services, the cost of

searchlng records, obtaining title reports (including forsclosurs reports), surveyors' reports, and appraisal fees, title
insurance, and fees for the Trustee, to the extent permitted by apphcable law. Grantor also will pay any court costs, in
addition to all other sums provided by law.

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

POWERS AND OBLIGATIONS OF TRUSTEE. Ths following prowstons relatlng to the powers and obligations of Trustee
(pursuant to Lender’s instructions) are part of this Deed of Trust:

Powers of Trustee. In addition to all powers of Trustes arising as a. matter of Iaw Trustee shall have the power to take
the following actions with respect to the Property upon the written requést of Lender and Grantor: {a) join in preparing
and filing a map or plat of the Real Property, including the dedication of streets or obther rights to the public; (b) join in
granting any easement or craating any restriction on the Real Property; and” (&) join In any subordination or other
agreement affecting this Deed of Trust or the imerest of Lender under this Deed of Trustw

Obligations to Notify. Trustee shall not be obligated to notify any othef party of a pendmg sale under any other trust
deed or lien, or of any action or proceeding in which Grantor, Lender, or Trus‘tee shall be a party unless required by
applicable law, or uniess the action or proceeding is brought by Trustee. ;

Trustee. Trustee shall meet all qualifications required for Trustee under appJ__ic'abla Iaw. ..I'n a;ldition to the rights and

remediies set forth above, with respect to all or any part of the Property, the Trusteeshall have the right to foreclose by
notice and sale, and Lender shall have the right to foreclose by judicial foreclosure;-in sither: case in accordance with and

to the full extent provided by applicable law. .

Successor Trustee. Lender, at Lender's option, may from time to time appoint a successor Trustee to any Trustee
appointed under this Deed of Trust by an instrument executed and acknowledged by Lender and recorded in the office
of the 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 original Lender, Trustes, and Grantor, the book and page or the Auditor's File
Number where this Deed of Trust is recorded, and the name and address of the successar trustee, ahd.the instrument
shall be executed and acknowledged by Lender or its successors in interest. The successor frustes, wrthout conveyance
of the Property, shall succeed to all the title, power, and duties conferred upon the Trustes in'this Deed of-Trust.and by
applicable law. This procedure for substitution of Trustee shall govern to the exclusion of aH other prmrlsrons for
substitution. .

NOTICES. Subject to applicable law, and except for notice required or allowed by law to be given in another-‘fhann‘ér, rany
notice required to be given under this Deed of Trust, including without limitation any notice of default and-ary nofice of sale.

shall be given in writing, and shall be effective when actually delivered, when actually received by telefagsimile {unless
otherwise required by law}, when deposited with a nationally recognized ovemight courier, or, it mailed, when depositéd i
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 Trust. All copies of notices of foreclosure from the holder of any lien which has priority. over thig™ ©
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 purpese of - -
the notice is to change the party’s address. For notice purposes, Grantor agrees to 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 to any Grantor is deemed to be notice given to aII
Grantors.

MISCELLANEOUS PROVISIONS. The following miscellangous provisions are a part of this Deed of Trust:
Amendments. This Deed of Trust, fogether with any Related Documents, constitutes the entire understanding and
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:.agféement of the parties as to the matters set forth in this Deed of Trust. No alteration of ar amendment to this Deed of
¢ /-~ Trust shall be effective unfess given in writing and signed by the party or parties sought to be charged or bound by the
_afteratioti'or amendment,

: Annual Reports if the Property is used for purposes other than Grantor's residence, Grantor shall fumish to Lender,
Lipon request a centified staterment of net operating income received fror the Property during Grantor's previous fiscal
iyear in such farm and detail as Lender shall require. "Net operating income" shall mean ali cash receipts from the
Property Iess all cash expenditures made in connection with the operation of the Property.

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

Merger. Fhere' shall be: no merger of the interest or estate created by this Deed of Trust with any other interest or estate
in the Property at’ any tlme held by or for the benefit of Lender in any capacity, without the written consent of Lender,

Governing Law. - Thig. Deed of Trust wilt be governed by federal law applicable to Lender and, to the extent not
preempied by federal Jaw, the laws of the State of Washington without regard to its conflicts of law provisions.
This Deed of Trust has been accepted by Lender in the State of Washington.

Choice of Venue. If there is & Tawsuit, Grantor agrees upon Lender's request to submit 1o the jurisdiction of the courts of
Whatcom County, State of Washlngton

No Waiver by Lender. Lender shall not be deemed to have waived any rights under this Deed of Trust unless such
walver 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 sueh right or any other right. A waiver by Lender of a provision of this Deed of Trust shall not
prejudice or constitute & 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 and Grantor, shail

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

not constitute continuing consent ta: subsequent instances where such consent is required and in all cases such consent

may be grantad or withheld in the soie d|scret|on of Lender.

Severability. If a court of compstent. jurISdICtIOl'l finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable as to any circumstance, that finding shall not make the oftending provision Nlegal, invaliid, or
unenforceable as to any other circumstarice, M féasible, the offending provision shall be considered modifisd so that it
becomes legal, valid and enforceable.:. |f the ofténding provision cannot be so modified, it shall be considered deleted
from this Deed of Trust. Unless otherwise required by law, the illegality, invalidity, or unenforceability of any provision of
this Deed of Trust shall not affect the Iegallty, wvalidity or enforceabmty of any other provision of this Deed of Trust.

Successors and Assigns. Subject to any: llmltatlons stated in this Deed of Trust on transfer of Grantor's interest, this
Deed of Trust shall be binding upon and inure-to tive benefit of the parties, their successors and assigns, It ownarship of
the Propenty 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 Trast'and the Indebtedness by way of forbearance or extension without
releasing Grantor from the obligations cf this Deed of--]'mst or liability under the Indebtedness.

Time is of the Essence. Time is of the essence in"thé performancer"ﬁf this Deed of Trust.

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

Waiver of Homestead Exemption. Grantor hereby releases and wawes all rights and benefits of the homestead
exemnption laws of the State of Washington as to al Indebtedness sectred by this Deed of Trust.

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

Unless specifically stated to the contrary, all references to dollar amounts shall-maan amounts in lawful monsy of the United
States of America. Words and terms used in the singular shall include the’ pliral, and: the plural shall include the singular, as
the context may require. Words and terms not otherwise defined in this Dead of Trust shall have the meanings attributed to
such terms in the Uniform Commercial Code:

Beneficiary. The word "Beneficiary” means Horizon Bank, and its successors and aSSIgns

Borrower. The word "Borrower" means Watson Propenies, a Limited Parknershup- and mcludes all co-signers and
co-makers signing the Note.

Deed of Trust. The words "Deed of Trust' mean this Deed of Trust among Grantor Lsnder, and Trustee, and includes
without limitation all assignment and security interest provisions relating o the Personal Propeﬂy and Rents.

Default. The word "Default’ means the Default set forth in this Deed of Trust in the sacnon tltled "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.

E)ustmg Indebtedness. The words "Existing Indebtedness” mean the indebtedness descnbed Iy the Emstlng Liens
provision of this Deed of Trust.

Grantor, The word “Grantor® means Watson Properties, a Limited Parinership.

Guarantor. The word "Guarantor' means any guarantor, surety, or accornmodation pam; i
Indebtedness.

Guaranty, The word "Guaranty® means the guaranty from Guarantor to Lender, including without hmltauon Y guaranty of
all or part of the Note. B

Improvements. The word "Improvements” means all existing and future improvements, buﬂdmgs, struciures mo_blle
homes affixed on the Real Property, facilities, adgitions, replacements and other construction on the Real Property ¥

Indebtedness. The word "Indebtedness” means all principal, interest, and other amounts, costs and expenses payable 4
under the Note or Related Documents, together with alf renewals of, extensions of, modifications of, consalidations of =
and substitutions for the Note or Related Documents and any amounts expended or advanced by Lender to discharge,
Grantor's obligations or expenses incurred by Trustee or Lender to enforce Grantor's obligations under this:Deed.of ¢
Trust, together with interest on such amounts as provided in this Deed of Trust. Specifically, without limitati :
Indebtedness includes all amounts that may be indirectly secured by the Cross-Collateralization provision of this Deed of s
Trust.

"'énfr or‘all of the

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

Note. The word "Note" means the promissory nate dated March 2, 2005, in the original principal amount of
$370,000.00 from Grantor to Lender, together with all renewals of, extensions of, modifications of, refinancings ¢f,
consolidations of, and substitutions for the promissory note or agreement. NOTICE TO GRANTOR: THE NNTFE
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:.CONTAINS A VARIABLE INTEREST RATE.

f Personal Property. The words "Personal Property" mean all equipment, fixtures, and other articles of personal property
.~now or_hereafter owned by Grantor, and now or hersafter 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 togsther with
all issues arid profits thereon and proceeds (including without limitation all insurance 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 rights, as further described in this Deed
of Trust. g

Related: Documents The words "Related Documents” mean all promissory notes, credit agreements, loan agreements,
guaranties, security agreemenis, mortgages, deeds of trust, security deeds, collateral mortgages, and all other
instruments, agreements and documents, whether now or hersafter existing, executed in connection with the
Indebtedness; providé'd that ‘the environmental indemnity agreements are not "Related Documents® and are not secured
by this Deed of Trust,. L

Rents. The word "Rents" means all present and future rents, revenues, income, issues, royalties, profits, and other
benefits derived from the Property

Trustee. The word "Trustee" means Westward Financial Services Corporation, whose mailing address is 1500 Comwall
Avenue, Bellingham, WA 98225 and- any substitute or successor trusteses.

GRANTOR ACKNOWLEDGES HAV'ING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND GRANTOR
AGREES TO ITS TERMS. ;

GRANTOR:

WATSON PROPERTIES, A LIMITED PARTNERSHIP..-

Bradley W, Watson, Member of Mountain Glen Management, L.L.C.

PARTNERSHIP ACKNOWLEDGMENT

STATE OF __ WASHINGTON ) :
counTy oF _ SRAGTT Yo
N LT day of MARCH ~ L2005 before me, the undersigned

Notary Public, personally appeared Bradley W. Watson, Member of Mounhln Glen Management L.L.C., and personally
known to me or proved to me on the basis of satisfactory evidence to be a' of the paringrship that executed the Deed of Trust
and acknowledged the Deed of Trust to be the free and voluntary act and deed of the paitrigrship, by authority of statute or

its Partnership Agreement, for the uses and purposes therein mentioned, and’on oath stated that he or she is authorized to
execute this Dead o 5t and in fact executed the Deed of Trust on behalf of the partnershlp

Residing at SEDRO—WOOLLEY

By

KAREN ASHLEY

Notary Public in and for the Stat WA My EOrn_nfrtasion explres 9/11 /06

REQUEST FOR FULL RECONVEYANCé

To: , Trustee

The undersigned is the legal owner and holder of all indebtedness secured by this Deed of Trust. Youare hereby requested
upon payment of all sums owing to you, to reconvey without warranty, to the persons entitled therets; the nght tltls and
interest now held by you under the Deed ot Trust. . . .

Date: Beneficiary:
By:
Its:

LASER PAQ Lending, Yor 5.26.00.005 Copr. Harlend Financil Soluliona, Inc. 1997. 20068, Al Figite Feasrved. - WA cAGPIWINMCFRLPLGOLFC TR-7204
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