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DEED OF TRUST

DATE: April 23, 200’7" o

Reference # {(if appllcable) MTVE XX2736 ORDER NO. 125388-8 Additional on page

Grantor(s}:
1. NORM NELSON INC

Grantee(s)
1. Frontier Bank
2. LAND TITLE COMPANY OF SKAGIT COUNTY, Trustee

Legal Description: A PTN OF BLKS 10 11 AND 12 AMENDED BURL.
Additional on page 2

Assessor’'s Tax Parcel ID#: 4076- O‘EO 010 0008 4076-010-017-0001; 4076-010-020-0006;
4076-010-020-0004 & 4076-012-010 9094

THIS DEED OF TRUST is dated April 23, 2007, among NORM NELSON, INC., a Washington
Corporation, whose address is 605 AVON AVENUE, BURLINGTON, WA 98233 ("Grantor”);
Frontier Bank, whose mailing address is Mount Vernon, 119 E College Way, PO Box 1124,
Mount Verncn, WA 98273 (referred to below" sometimes as "Lender” and sometimes as
"Beneficiary”); and LAND TITLE COMPANY OF SKAGIT'COUNTY, whose mailing address is
111 EAST GEORGE HOPPER ROAD, BURLINGTON; WA . 98233 (referred to below as
"Trustee"). ° P
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CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale, right
of entry .and possesswn and for the benefit of Lender as Beneficiary, all of Grantor's right, title, and intarest in and to
the fallowrng ‘described real property, together with all existing or subsequently erected or affixed huildings,
improvermnents and fixtures; all easements, rights of way, and appurtenances; all water, water rights and ditch rights
(mcludmg stock in utrlrtles with ditch or irrigation rights); and all other rights, rayaities, and prcn‘rts‘:l relating ta the re‘?I
property, including’ without fimitation alt minerals, oil, gas, geothermal and similar matters, {the "Real Property")

located in: S[_(AG_I_T ‘County, State of Washington:

Seef"S"rCHEbUI:E A-1, which is attached to this Deed of Trust and made a part of this Deed
of Trust‘ as if ~fully set forth herein.

The Real Property or. rts address is commonly known as 605 AVON AVE,, BURLINGTON, WA
98233. The Real ‘Property tax identification number is 4076-010-010-0008;
4076-010-017- 0001 4076—010 020-0006; 4076-010-020-0004 & 4076-012-010-0004.

Grantor hereby assrgns as .5'.ecur|t\¢I o, Lender, all of Grantor's tight, title, 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 recarding of this Deed of Trust. Lender grants to
Grantor a license to collect thé Rert§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, INCLUGING 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 NQTE, THE RELATED DQCUMENTS, AND THIS DEED OF TRUST. THIS
DEED OF TRUST IS GIVEN AND ACCEPTED DN THE FOLLOWING TERMS:

PAYMENT AND PERFCRMANCE. Except as otherwrse provided in this Deed of Trust, Grantor shall pay to Lander all
amounts secured by this Deed of Trust ag'they become due, and shall strictly and in a timely manner perform all of
Grantor's obligations under the Note, thls Deed of Trust, and the Related Documents.

POSSESSION AND MAINTENANCE OF THE PROPERTY Grantor agrees that Grantor's possession and use of the
Property shall be governed by the following: provrsmns

Possession and Use. Until the occurrence of an Event of Default, Grantor may {1} remain in possession and
control of the Property; (2) use, operats gf manage the Property; and (3) collect the Rents from the Property
{this privilege is a license from Lender ta Grantor attomatically revoked upon default). The following provisions
relate to the use of the Property or to other Ilmrtatrons on the Property. The Real Property is not used principally
for agricultural purposes.

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

Nuisance, Waste. Grantor shall not cause, ccmduct ar permit any nuisance Nor cammit, permit, or suffer any
stripping of or waste on or to the Property or any portion-of .the:Property. Without limiting the generality of the
foregoing, Grantor will not remove, or grant to any other party the'right to remove, any timber, minerals {including
oil and gas), coal, clay, scoria, soil, gravel or rock products wrthout Lender s prior written consent.

Rermoval of Improvements. Grantor shall not demolish or remove any Improvements from the Real Property
without Lender’s prior written consent. As a condition to the removaI of.any Improvements, Lender may require
Grantor to make arrangements satisfactory to Lender to replace such lmprovements with Improvements of at least
equal value. _

Lender's Right to Enter. Lender and Lender's agents and representatrves mav entar upon the Real Property at ali

reasonable times to attend to Lender’'s interests and to |nspect the Real Property for purposes of Grantor's
compliance with the terms and conditions of this Deed of Trust. ° .

Compliance with Governmental Requirements. Grantor shall promptly comply, and shall promptly cause
compliance 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 régulations, 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 Act. Grantar may contest in:good faith~any“such law, ordinance, or
regulation and withhold campliance during any proceeding, including appropriate appeals, so long as Grantar has
notified Lender in writing prior to doing so and sa long as, in Lender's sofe” oplnlon, ‘Lender's interests in the
Praperty are not jeopardized. Lender may require Grantor to post adequate securrtv &r a surety bond, reascnably
satisfactory to Lender, to protect Lender's interest. ; g

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 fram the character and use: of the Property are
reasonably necessary to protect and preserve the Property. E

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lender’s option, (A} declare imme_diatel'i,_e_sdué and payable all
sums secured by this Deed of Trust or (B} increase the interest rate provided for in the_Note gr othér ‘document
evidencing the Indebtedness and impose such other conditions as Lender deems appropriate, upgn . 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 Réal Propérty;-whether
lagal, beneficial or equitable; whether voluntary or involuntary; whether by outright sale, deed, installment safe contract,
land contract, contract for deed, leasehold interest with a term greater than three {3) years, lease-option contrdct, ‘orby
sale, assignment, or transfer of any beneficial interest in or to any land trust holding title to the Real Propertv .or. by ariy
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 twenty-five percent {25%} af the.voting' .
stock, partnership interests or limited liability company interests, as the case may be, of such Grantor. "However, _this'. E
option shall not be exercised by Lender if such exercise is prohibited by federal law or by Washington law. o

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

Payment. Grantor shall pay when due {and in all events prior to delinguency} all taxes, special taxes, assessme'nt's',' e

charges {including water and sewer}, fines and impositions [evied against or on account of the Property, and shalt
pay when due all claims for work dane on or for services rendered or material furnished to the Property. Grantor
shall maintain the Property free of all liens having priority over or equal to the interest of Lender under this Deed of

Trust, except for the lien of taxes and assessments not due and except as otherwise provided in this Deed of = g
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- Trast.
e nght to Contest. Grantor may withhold payment of any tax, assessment, or claim in connection with a good faith
---dlspute over the obligation to pay. so long as Lender’s interest in the Property is not jeOpadeZEd If a lien arises or
* isAfilgd s a result of nonpayment, Grantor shall within fifteen {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, depdsit with Lender cash or a sufficient corporate surety bond or other security satisfagtory to Lender in an
amount sufficient to discharge the lien plus any costs and attorneys' fees, or other charges that could accrue as a
ragiilt ofa foreclosure or sale under the lien. In any contest, Grantor shall defend itself and Lender and shall
satlsfy any advérge judgment befare enforcement against the Property. Grantor shall name Lender as an additional
obligee under any surety bond furnished in the contest proceedings.

Evidence” of. Payment. ‘Grantor shall upon demand furnish to Lender satisfactory evidence of payment of the taxes
or assesgments: and shall authorize the appropriste governmental afficial to deliver to Lender at any time a written
statement of the taxes and assessments against the Property.

Notice of Constructlon Grantor shall notify Lender at least fifteen (15) days before any wark is commenced, any
services are furnished,-or any- materials are supplied to the Property, if any mechanic's fien, materialmen's lien, or
other lien could bé asserted on_account of the work, services, ar materials. Grantor wilt upon request of Lender
furnish to Lender advance assurances satisfactory to Lender that Grantor can and will pay the cost of such
improvements. :

PROPERTY DAMAGE IN SURANCE
Trust. i

Maintenance of Insurance Grantor shall procure and maintain policies of fire insurance with standard extended
coverage endorsements op @ replacement basis for the full insurable value covering all Improvements on the Real
Property in an amount sufficient to avoid application of any coinsurance clause, and with a standard mortgagee
clause in favor of Lender. Grantor shall also: procure and maintain comprehensive general liability insurance in such
coverage amounts as Lender may request ‘with Trustee and Lender being named as additional insureds in such
liability insurance policies. Additionally"Grantor shall maintain such other insurance, including but not fimited to
hazard, business interruption, and-bojler insurange, as Lender may reasonably require. Policies shall he written in
form, amounts, coverages and basis reasonably-acceptable to Lender and issued by a company or companies
reasonably acceptable to Lender. Grantor. ~upon-request of Lender, will deliver to Lender from time to time the
policies or certificates of insurance ‘in form satisfactory to Lender, including stipulations that coverages will not be
cancelled or diminished without at least thlrty {30 days prior written notice to Lender. Each insurance policy also
shall include an endorsement providing that cqverage infavor of Lender will not be |mpa|red in any way by any act,
omission or default of Grantor or any other person.” SHould the Real Property be located in an area designated by
the Director of the Federal Emergency Management Agency as a special flood hazard area, Grantor agrees to
obtain and maintain Federal Flood Insurance, if available, within 45 days after notice is given by Lender that the
Property is focated in a special flood hazard area, for the full unpaid principal balance of the loan and any prior liens
on the property securing the loan, up to the miaximum policy limits set under the National Flood Insurance Program,
or as otherwise required by Lender, and to mairitain such insurance for the term of the loan,

Yhe _foliowing provisions relating to insuring the Property are a part of this Deed of

Application of Proceeds. Grantor shall pramptly rictify Lender‘of any loss or damage to the Preperty. Lender may
make proof of loss if Grantor fails to do so within fifteen'{15) days of the casualty. Whether or not Lender's
security is impaired, Lender may, at 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 affecting the Property, or the restoration
and repair of the Property. If Lender elects to apply the proceeds 'ty restoration and repair, Grantor shall repair or
replace the damaged or destroyed Improvements in “a ‘manner “satisfactory to Lender. Lender shall, upon
satisfactory proof of such expendlture, pay or reimburse. Grantor fram the proceeds for the reasonable cost of
repair or restoration if Grantor is not in default under this Deed. of Frust. . Any proceeds which have not been
disbursed within 180 days after their receipt and which Lender has not committed to the repair or restoration of
the Praperty shall be used first to pay any amount owing to Len_der under this Deed of Trust, then to pay accrued
interest, and the remainder, if any, shall be applied to the principal balance of the indebtedness. If Lender holds
any proceeds after payment in full of the Indebtedness, such proceeds shall be pald without interest to Grantor as
Grantor's interests may appear. .

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

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would ma.teri_all"i,r affect:Lender’s interest in
the Property or if Grantor fails to comply with any provision of this Deed of Trust or any Related-Dacuments, including
but not limited to Granter's failure to discharge or pay when due any amounts Grantor:is requifed"to discharge or pay
under this Deed of Trust or any Related Documents, Lender on Grantor's behalf may {But:shall nat bg-obligated to) take
any action that Lender deems appropriate, including but not limited to discharging or paying “all Jdaxes,:liens, secumy
interests, encumbrances and ather claims, at any time lavied 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 plrposes will then
bear interest at the rate charged under the Note from the date incurred or paid by Lender tg.the date of fepayment by
Grantor. All such expenses will become a part of the Indebtedness and, at Lender’s option, will (A} .bé payable on
demand; (B} be added to the balance of the Note and be apportioned amang and be payable with any ‘installment
payments to become due during either (1) the term of any applicable insurance policy; or (2} the remalnlng term of
the Note; or (C) be treated as a balloon payment which will be due and payable at the Note's maturity. The Deed of
Trust also will secure payment of these amounts. Such right shall be in addition to all other rlghts and remed|es 10
which Lender may he entitled upon Default.

WARRANTY; DEFENSE OF TITLE. The following provisions relating to ownership of the Property are a part of thls Deed
of Trust:

Title. Grantor warrants that: {a} Grantor holds good and marketable title of record to the Propertv in fee slmp,le.;
free and clear of all liens and encumbrances other than those set forth in the Real Property description or invany:
title insurance policy, title report, or final title opinion issued in favor of, and accepted by, Lender in cdnnectibny )
with this Deed of Trust, and (b) Grantor has the full right, power, and autherity to execute and deliver this® Deed of:.
Trust to Lender, g

Defense of Title. Subject to the exception in the paragraph above, Grantar warrants and will forever defend: the
title 1o the Property against the lawful claims of all persens. In the event any action or proceeding is commenced
that guestions Grantor's title or the interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the |
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. 5actr0n at Grantor's expense. Grantor may be the nominal party in such proceeding, but Lender shall be entitled to
g--partrcrpate in the proceeding and to be represented in the proceeding by counsel of Lender's own cheice, and

" Granter will deliver, or cause to be delivered, to Lender such instruments as Lender may request from time to time

~'to permit-such participation.

Complrance With Laws. Grantor warrants that the Property and Grantor's use of the Property complies with ali
exrstrng appllcable laws, ordinances, and regulations of governmental authorities.

Survlval of Hepresantatrons and Warranties. All representations, warranties, and agreements made by Grantor in
this Deid of Trust shall survive the execution and delivery of this Deed of Trust, shall be continuing in nature, and
shall'remain in ful farce and effect until such time as Grantor's Indebtedness shall be paid in full.

CONDEMNATION The fellowrng provisions relating to condemnation proceedings are a part of this Deed of Trust:

Proceedrngs rf any proceedrng in condemnation 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 be the nominal-party. iri.such proceeding, but Lender shall be entitled 1o participate in the proceeding and to be
represented in the prdceeding by counsel of its own choice all at Grantor's expense, and Grantor will deliver or
cause to be deliverad:1¢ Lendér such instruments and decumentation as may be requestaed by Lender from time to
time to permit such partrcrpatlon.

Application of Net Proceeds I all or any part of the Property is condemned by eminent domain proceedings or by
any praceeding or purchgse in lieu of condemnation, Lender may at its election require that all or any portion of the
net proceeds of the award be- applred to the Indebtedness or the repair or restoration of the Property. The net
proceeds of the award shall-meanthe award after payment of all reasonable costs, expenses, and attorneys' fees
incurred by Trustee or Lenqier in connecnon with the condemnation.

IMPOSITION OF TAXES, FEES ;AI;ID CHABG::IES BY GOVERNMENTAL AUTHQRITIES. The following provisions relating
to governmental taxes, fees and charges are a part of this Deed of Trust:

Cutrent Taxes, Fees and Charges;: Upon request by Lender, Grantor shall execute such documents in addition to
this Deed of Trust and take whatevet gther action is requested by Lender to perfect and continue Lender's lien on
the Real Property. Grantor shall-feimburse Lender for all taxes, as described below, together with all expenses
incurred in recarding, perfecting. of contrnurng this Deed of Trust, including without limitation all taxes, fees,
documentary stamps, and other charges for. recordrng or registering this Deed of Trust,

Taxes. The following shall constitute’ taxes ‘to-which this section applies: (1} a specific tax upon this type of
Deed of Trust or upon all or any part of ‘thé Indebtedness secured by this Deed of Trust; (2) a specific tax on
Grantor which Grantor is authorized or requrred to deduét from payments on the Indebtedness secured by this type
of Deed of Trust; (3) a tax on this type 0f Deed-of Trust chargeable against the Lender or the holder of the Note;
and {4) a specific tax on all or any portron of the indebtedness or on payments of principal and interest made by
Grantor. ;

Subsequent Taxes. If any tax to which thislsection applies is enacted subsequent to the date of this Deed of
Trust, this event shall have the same effect das an Event of Default, and Lender may exercise any or all of its
available remedies for an Event of Default as provided below:-unless Grantor either (1} pays the tax before it
bacomes delinquent, or (2} contests the tax as provided above:ir:the Taxes and Liens section and deposits with
Lender cash or a sufficient corporate surety bond or Dther ser:unty satrsfactory to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. The foilowrng provisions relating to this Deed of Trust as a
security agreement are a part of this Deed of Trust:

Security Agreement, This instrumant shall constitute a Securrty Agreement to the extent any of the Property
constitutes fixtures, and Lender shall have all of the rights of-a secured party under the Uniform Commercial Code
as amended from time to time. A :

Security Interest. Upon request by Lender, Grantor shall take wh_étever aq,tiqn is requested by Lender to perfect
and continue Lender's sacurity interest in the Rents and Personal‘Property: In addition to recording this Deed of
Trust in the real property records, Lender may, at any time and without further authorization from Grantor, file
executed counterparts, copies or reproductions of this Deed of Trust as a.financing statement. Grantor shall
reimburse Lender for all expenses incurrad in perfecting or continuing this s8curity-interest, Upon default, Grantor
shall not remove, sever or detach the Personal Property from the Property. _-Upon default, Grantor shall assemble
any Personal Property not affixed to the Property in a manner and at a pIace‘" reasonably convenient to Grantor and
Lender and make it available to Lender within three {3} days after recerpt of wrrtten demand from Lender to the
extent permitted by applicable law. :

Addresses. The mailing addresses of Grantor (debtor) and Lender rsecured party) frorn which information
concerning the security interest granted by this Deed of Trust may be obtained (each as requrred by the Uniform
Commercial Code] are as stated on the first page of this Deed of Trust. 3

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provisions relatmg to further _Assurances and

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

Further Assurances. At any time, and from time to time, upon request of Lender, Grantor wrll make, execute and
deliver, or will cause to be made, executed or deliverad, to Lender or to Lender's designee; and.when requested by
Lender, cause to be filed, recorded, refiled, or rerecorded, as the case may be, at such times and in-such offices
and places as Lender may deem appropriate, any and all such mortgages, deeds of trust; securrty deeds; security
agreements, financing statements, continuation statements, instruments of further assurance, certrfrcates, and
other documents as may, in the sole opinion of Lender, be necessary or desirable in order to effectuate, cemplete,
perfect, continue, or preserve (1) Grantor's obligations under the Note, this Deed of Trust, and the Related
Documents, and (2) the liens and security interests created by this Deed of Trust as first and prior-liens on’the
Property, whether now owned or hereafter acguired by Grantor. Unless prohibited by law or Lender agrees 1o.the
contrary in writing, Grantor shall reimburse Lender for all costs and expenses incurred in connectron wrth ‘tha

matters referred to in this paragraph.

Attorney-in-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, Grantor hereby irrevocably appoints
Lender as Grantor's attorney-in-fact for the purpose of making, executing, delivering, filing, recording, and_ doing all:

other things as may be necessary or desirable, in Lender's sole opinion, to accomplish the matters referred to rnf" y :

the preceding paragraph.

FULL PERFORMANCE. If Grantor pays all the Indebtedness when due, and otherwise performs all tha obligatiohs,.
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 suitable statements of termination of any financing statement on

file evidencing Lender’s security interast in the Rents and the Persenal Property. Any reconveyance fee shall be paid by <
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Grantor :f permrtted by applicable law, The grantee in any reconveyance may be described as the "person or persens
legally estitled thereto", and the recitals in the reconveyance of any matters or facts shall be canclusive proof of the
truthfulness: of- any such matters or facts.

EVENTS OF DEFAULT Each of the following, at Lender's option, shall constitute an Event of Default under this Deed
of Trust
Payment Defauit Grantor fails to make any payment when due under the Indebtedness.

Gther. Defauits sGrantor fails to comply with or 1o perform any other term, obligation, covenant or condition
contalned in thrs Deed of Trust or in any of the Related Documents or to comply with or to perform any term,
abligation, covenam ar condition contained in any other agreement between Lender and Grantor,

Complrance Default Failure to comply with any other term, obiigation, covenant or condition contained in this
Deed of Frust, 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 ar insurance, or any other payment necessary to prevent filing of or to effect discharge of any lien.

Default in Favor of Third Pames Should Grantor default under any loan, extension of credit, security agreement,
purchase or sales agreement or.any other agreement, in faver of any other creditor or person that may materially
affect any of Grantor's property or Grantor's ability to repay the Indebtedness or perform their respective
obligations under this Deed"of. Trust or any of the Related Documents.

False Statements. Any warranty, representation or statement made or furnished to Lender by Grantor or on
Grantor's behalf under_this Deed of-Trust or the Related Documents is false or misleading in any material respect,
either now or at the time made or furnlshed ar becomes false or misleading at any time thereafter.

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

Insolvency. The dissolution ar termmatmn of Grantar's existence as a going business, the insolvency of Grantor,
the appeointment of a receiver forany: 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 bankruptcy or insolvency laws by or
against Grantor. . E :

Creditor or Forfeiture Proceedings. Comm_en'cement 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 Indebtedress. :This includes a garnishment 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 {orfeiture
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 c¢reditor ‘or forfeiture proceeding, in an amount determined by Lender, in its
sole discretion, as being an adequate reserve o‘r‘bond for the dispute.

Breach of Other Agreement. Any breach by Grar'\ter under theterms of any other agresment between Grantor and
Lender that is not remedied within any grace period provided therein, inctuding without limitation any agreement
concerning any indebtedness or other obligation of Grantar'to L'ender; whether existing now or later.

Events Affecting Guarantor. Any of the preceding events accurg with respect to any Guarantor of any af the
Indebtedness or any Guarantor dies or becomes incomp'etent or revokes or disputes the validity of, or liability
under, any Guaranty of the Indebtedness. In the event.of g.death, Lender, at its option, may, but shall not be
required to, permit the Guarantor’s estate to assuma uncondltlonally the obhgatlons arising under the guaranty in a
manner satisfactory to Lender, and, in doing so, cure any Event of, Defatilt::,

Adverse Change. A material advarse change occurs in Grantor's flnanmal condition, or Lender believes the
prospect of payment or performance of the Indebtedness is lmpaired :

Right to Cure. If any default, other than a default in payment is curab_l_e__ahd«i? Grantor has not been given a notice
of a breach of the same provision of this Deed of Trust within the preceding twelveé {12} months, it may be cured if
Grantor, after receiving written notice from Lender demanding cure of'such’ default: ~{1} cures the default within
ten {10) days; or {2} if the cure requires more than ten {10) days, immediately initiates steps which Lender deems
in Lender's sole discretion to be sufficient ta cure the default and thereafter continues and completes all reasonable
and necessary steps sufficient to produce compliance as sgon as reasonably practlcal

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default accurs under this Deed of Trust -at any time thereafter,
Trustee or Lender may exercise any one or more of the following rights and remedies:: 4

Election of Remeadies. Election by Lender to pursue any remedy shall not exclude :pu__rsﬁit of any. other remedy, and
an election to make expenditures or to take action to perform an obligation of Grantor under this Deed of Trust,
after Grantor's failure to perform, shall not affect Lender's right to declare a dafault and exercrse its remedies.

Accelerate Indebtedness. Lender shall have the right at its option to declare the entlre Indebtﬂdnass immediately
due and payable, including any prepaymant penatty which Grantor would be required topay.

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have therlght 1o exercisa its
power of sale and to foreciose 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 Iaw PR

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

Collect Rents. Lender shall have the right, without naotice to Grantor to take possession 6f and‘ men_agé._fh_e
Property and collect the Rents, including amounts past due 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 Property to make payments of rent or use fees directly to Lender. If the Rents are gollected by *

Lender, then Grantor irrevacably designates Lender as Grantor's attorney-in-fact to endorse instruments received in, |
payment thereof in the name of Grantor and to negotiate the same and collect the proceeds. Payments by tenants
or other users to Lender in response to Lender's demand shall satisfy the obligations for which the payments'are’
made, whether or not any proper grounds for the demand existed. Lender may exercise its rights under thrs o
subparagraph either in person, by agent, or through a receiver. L

Appoint Receiver. Lender shall have the right to have a receiver appointed 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 to collect the 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 if permitted by law., Lender’s
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.'nght 1o the appointment of a receiver shall exist whether or not the apparent value of the Property exceeds the
--fndebtedness by a substantial amount. Employment by Lender shall not disqualify a person from serving as a
recelver:

Tenancy at Sufferance If Grantor remains in possession of the Property after the Property is sold as provided
shove or Lender otherwise becomes entitfed 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 reasgnable rental for the use of the Property, or {2) vacate the Property immediately upon the demand of
Lender.. .

Other- Remedles. Trustee or Lender shall have any other right or remedy pravided in this Deed of Trust or the Note
or available‘at Haw of in equity.

Notice of Sale Lender ‘shall give Grantor reasonable notice of the time and place of any public sale of the Fersonal
Property ‘or of the. time, after which any private sale or other intended disposition of the Personal Property is to be
made. Reasonable notige shall mean notice given at least ten {10) days before the time of the sale or disposition.
Any sale of the Personal Propertv may be made in conjunction with any sale of the Real Property.

Sale of the Proparty.” . To the &xtent permitied by applicable law, Grantor hereby waives any and all rights to have
the Property marshalled. “.In exercising its rlghts and remedies, the Trustee or Lender shall be free to sell all or any
part of the Property together Gr separately, in one sale or by separate sales. Lender shall be entitled to bid at any
public sale on all or any po "lon of the Property.

Attornays' Fees; Expenées. If Lender institutes any suit or action to enforce any of the terms of this Deed of
Trust, Lender shall be- ent;tled to-recover such sum as the court may adjudge reasonable as attorneys’ fees at trial
ang upon any appeal. Whather or not any court action is involved, and 10 the exient not prohibited by law, alt
reasonable expenses Lender incurs that in Lender's opinion are necessary at any time for the protection of its
interest ar the enforcement of its nghts shall become & part of the Indebtedness payable on demand and shall bear
interast at the Note rate from'the-date of the. expenditure until repaid. Expenses covered by this paragraph include,
without limitation, however sub;ect to.any-limits under applicable law, Lender’'s attorneys' fees and Lender's legal
expenses, whether or not there is_a lawsuit, including attorneys' fees and expenses for bankruptey proceedings
{including efforts to modify or vagate dany automatic stay or injunction), appeals, and any anticipated past- ;udgment
collection services, the cost of searchlng reccrds, obtaining title reports (including foreclosure reports), surveyors'
reports, and appraisal fees, title insurance,- and faes for the Trustee, 1o the extent permitted by applicable law.
Grantor also will pay any court costs, in-addition. o all other sums provided by law.

Rights of Trustee. Trustee shall have ali of "cﬁe";ights_._and duties of Lender as set forth in this section.

POWERS AND OBLIGATIONS OF TRUSTEE, The following provisions relating to the powers and obligations of Trustee
{pursuant to Lender's instructions) ara part of thls Da.ed__.of Trust:

Powaers of Trustee. In addition to all powers’of Trustee arising as a matter of law, Trustee shall have the power to
take the following actions with respect to thé. Property upon the written request of Lender and Grantor: ({al 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 cregting any restriction on the Real Property; and {c} join in any
subordination or other agreement affecting this Deed of Trust or the interest of Lender under this Deed of Trust.

Obligations to Notify. Trustee shail not be ubllgated to ﬂotlfy any ether party of a pending saie under any other
trust deed or lien, or of any action or proceeding in whicti Grantor; Lender, or Trustee shall be a party, unless
required by applicable law, or unless the actien or proceeding is brgught by Trustee.

Trustee. Trustee shall meet all qualifications required for Trustee dinder applicable law. In addition to the rights
and remedies set forth above, with respect to all or any part of-the- Property, the Trustee shall have the right to
foreclose by notice and sale, and Lender shall have the right to foregioSe- b\,r judicial foreclosure, in gither 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 appomt 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 Washingtan,”_ The-instrument_shall ¢ontain, in addition to all
ather matters required by state law, the names of the original Lender, Trusteé, and Grantor, the book and page or
the Auditor's File Number where this Deed of Trust is recorded, and the nadme“and address of the successor
trustee, and the instrument shall be executed and acknowledged by Lender or its. successors in interest. The
successor trustee, without conveyance of the Property, shall succeed to' all the title, power, and duties conferred
upan the Trustee in this Deed of Trust and by applicable law. This prccedure for. substltutlon of Trustes shall
govern to the exclusion of all ather provisions for substitution. ; :

NOTICES. Subject to applicable law, and except for notice required or allowed by Iaw o be glven in another manner,
any notice required to be given under this Deed of Trust, including without limitation ary notice:pf default and any
notice of sale shall be given in writing, and shall be effective when actualiy delivered, when™agtually received by
talefacsimile (unless otherwise required by law}, when daposited with a nationally renognlzed overnlght courier, or, if
mailed, when depasited in the United States mail, as first class, certified or registered mail.postage prepaid, directed to
the addresses shown near the beginning of this Deed of Trust. All copies of notices offgreclosuré from the holder of
any fien which has priority over this Deed of Trust shall be sent to Lender's address, as showm near the beginning of
this Deed of Trust. Any party may change its address for notices undar this Dead of Trust by “giving formal written
notice to the other parties, specifying that the purpose of the notice is to change the party’s address. For notice
purposes, Grantor agress to keep Lender informed at all times of Grantor's current address. Subject 1o, applmable law,
and except for notice required or allowed by law to be given in another manner, if there is mare, than one Grantar any
notice given by Lender to any Grantor is deemed to be notice given to all Grantors. A .

MISCELLANEOUS PROVISIONS. The following miscellaneous provisions are a part of this Deed of Trust

Amendments. This Deed of Trust, together with any Related Documents, constitutes the entire understandlng 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 unless given in writing and signed by the party or parties sought to.be charged of =
bound by the alteration or amendment, ) A

Annual Reports. If the Property is used for purposes other than Grantor's residence, Grantor shall’ furmsh to."
Lender, upon request, a certified statement of net aperating income received from the Property during Grantor s
previgus fiscal year in such form and detail as Lender shall require. "Net operating income" shall meari- 4l cash
receipts from the Property less all cash expenditures made in connection with the operation of the Property. i

Caption Headings. Caption headings in this Deed of Trust are for convenience purposes only and are not to he" )
used to interpret or define the provisions of this Deed of Trust. :

Merger. There shall be no merger of the interest or estate created by this Peed of Trust with any other interest or
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.g-z.es_mte, in the Property at any time held by or for the benefit of Lender in any capacity, without the written consent
;ﬁ_.-df Lender.

Governmg ‘Law. This Deed of Trust will be governed by federal law applicable te Lender and, to the extent not

preempted by federal law, the laws of the State of Washingten without regard to its conflicts of law provisions,

Thls Deed of Trust has been accepted by Lender in the State of Washington.

Chonce of Venue. If there is a lawsuit, Grantor agrees upon Lender's request to submit to the jurisdiction of the
courts of Skaglt County, State of Washington.

No: Wa ar by Lender Lender shall not be deemed to have waived any rights under this Deed of Trust unless such
waiver is given.in wrmng 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 Deed of Trust
shall not pre]udlce or constitute a waiver of Lender's right otherwise 10 demand strict compliance with that
provision’or any. pther ptovision of this Deed of Trust. No prior waiver by Lender, nor any course of dealing
between Lender and Grantor, shall constitute a waiver of any of Lender's rights or of any of Grantor’s obligations
as to any future trahsactions. Whenever the consent of Lender is raquiced under this Deed of Trust, the granting
of such cansent-by, tender in® -any instance shall not constitute continuing consent to subsequent instances where
such consent i§ reqmred and in aIE cases such consent may be granted or withheld in the sole discretion of Lender.

Severability. i a court af competer\t jurisdiction finds any provision of this Deed of Trust to be illegal, invalid, or
unenfarceable as to any ¢irgumstance, that finding shall not make the offending provision illegal, invalid, or
unenforceable as 10 any other cireumstance. If feasible, the offending provision shall be considered medified so
that it becomes legal, valid “and_enforceable. If the offending provision cannot be so medified, it shall be
considered deleted fram this, .Deed- of Trust. Unless otherwise required by law, the illegality, invalidity, or
unenforceability of any provision of thls Deed of Trust shall not affect the legality, validity or enforceability of any
other provision of this Deed of Trust.. *

Successors and Assigns. Subject to any Timitations stated in this Deed of Trust an transfer of Grantor's interest,
this Deed of Trust shall be binding upan and inure to the benefit of the parties, their successors and assigns. If
ownership of the Property becomes.vested in a persan other than Grantor, Lender, without notice to Grantor, may
deal with Grantor's successors with referance to this Deed of Trust and the Indebtedness by way of forbearance or
extension without releasing Grantor- from the obhgat:ons of this Deed of Trust or liability under the indebtedness.

Time is of the Essence. Time is of the essence |n the performance of this Deed of Trust.

Waiver of Homestead Exemption. Grantor hereby releases and waives all rights and benefits of the homestead
exemption laws of the State of Washingtof 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, alf references to dollar amounts shall mean amounts in lawful money
of the United States of America. Words and terms-used in the singular shall include the plural, and the plural shall
include the singular, as the context may require.” Words and terms not otherwise defined in this Deed of Trust shail
have the meanings attributed to such terms in the Uniferm Commercial Code:

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

Borrowar., The word "Borrower™ means NORM NELSON, }NC and includes aill co-signers and co-makers signing
the Note and all their successors and assigns.

Deed of Trust. The words "Deed of Trust" mean thls Deed of Trust among Grantor, Lender, and Trustee, and
includes without limitation all assignment and seourlty |nterest prawstons relatmg to the Personal Property and
Rents. .

Default. The word "Default" means the Default set forth in thls Deed of Trust in the section titled "Default™.

Event of Default. The words "Event of Default” mean any of the events of default set forth in this Daed of Trust in
the events of default section of this Deed of Trust.

Grantor. The word "Grantor" means NORM NELSON, INC..

Guarantor. The word "Guarantor® means any guarantor, surety, ar, accommodatlon party of any or all of the
indebtedness. )

Guaranty. The word "Guaranty" means the guaranty from Guarantor to Lender mcludmg without limitation a
guaranty of all or part of the Note. ;

Improvements. The word "improvements” means all existing and future 1mprovements, buildings, structures,
mobile homes affixed on the Real Property, facilities, additions, replacements_and other ‘construction on the Real
Property. S

Indebtedness. The word "indebtedness” means all principal, interest, and other arnounts;’ costs and expenses
payahle under the Note or Related Documents, together with all renewals of,: extens:ons of, modifications of,
cansolidations of and substitutions for the Note or Related Documents and any armolnts expended or advanced by
Lender to discharge Grantor's obligations or expenses incurred by Trustee or-lLender ta” enforce Grantor's
abligations under this Deed of Trust, together with interest an such amounts as provided in_,this_.-Dee‘d of Trust.

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

Note. The word "Note* means the promissory note dated April 23, 2007, in the Orlglnal prlnCIpaI_.amoun‘t
of $3,200,000.00 from Grantor to Lender, together with all renewals of, extensions of; mocﬂflcatuans of,
refinancings of, consolidations of, and substitutions for the promissary note or agreement.

Personal Property. The words "Personal Property" mean all equipment, fixtures, and other’ art:cles of personal
property now or hereafter owned by Grantor, and now or hereafter attached or affixed to the-Real Property;
together with all accessions, parts, and additions to, all replacements of, and all substitutions'for. any. of such
property; and iogether with all issues and profits thereon and proceeds (including without Ilmltatlen al] msurance 7
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 Persanal Property.

Real Property. The words "Real Property" mean the real property, interests and rights, as further dsscrlbed i thls-:
Deed of Trust. P

Related Documents. Thas words "Related Documents” mean all promissory notes, credit agreements, _!.oaﬁ
agreements, guaranties, security agreements, mortgages, deeds of trust, security deeds, collateral mortgages; and*
all other instrumaents, agreements and documents, whether now or hereafter existing, executed in connection with
the Indebtedness; provided, that the enviranmental indemnity agreements are not "Related Documents” and are

not secured by this Deed of Trust.
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:Ranfé._.:-"The word "Rents” means all present and future rents, revenues, income, issues, royalties, profits, and
" ‘other'benefits derived from the Praperty.

] '*__:l?rh;_;ea. The word "Trustee” means LAND TITLE COMPANY OF SKAGIT COUNTY, whose mafling addrass ig 111
EAST___GE'OF_IGE HOPPER ROAD, BURLINGTON, WA 98233 and any substitute or successar trustees,

GRAN__’I.'OR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST. AND GRANTOR
AGREES TO ITS TERMS, .

GRANTOR:. " .

NORM N%GN NG
By: o

— :_'-’GOﬁf’QBATE ACKNOWLEDGMENT,

sTateoF N 5‘5[’"""‘3’1 J")Y\ \
COUNTY OF k)éﬂf’\ v T, } O
On this ’-I day of . -ﬂ/]'o‘-*—’i s 200 2 , bafére me, the undersigned

Notary PuBlic, personally appeared GERALD E, NELSON, President of NORM NELSON. INC., and personally known to
me or proved to me on tha basis of satisfactory evidence 10 be an authorized agant of the corporation that executed the
Deed of Trust and acknowledged the Deed of Triist to'be.the free and voluntary act and deed of the corporation, by
authority of its Bylaws or by resalution of its board.gf directors, for the uses and purposes therein mentioned, and on
oath stated that he or she is authorized to exacute this Deed of Trust and in fact executed the Deed of Trust on behalf

of the cor en, , - ,
By ;% r}% . Reslding at Sgcﬂr " (A}cm/[tu]

MNotary Public in and for theétate of [/\)E) ' L My commission expires I&"‘}S - Z()O?

CORPORATE ACKNOWLEDGMEN]O (60N Expn

stateor__(aJas L; Aok A
o =1
COUNTY OF 1) l’f« <y e e
)

On this .‘)_“1 day of ﬂqc" 1 . 20 O % ‘before me, the undersigned
Notary Public, personally appeared MYRON AYERS, Sacretary of NORM NELSON, INC.. and personally known to me or
proved to ma on the basis of satistactory evidence to be an authorized agent af the corporation, that executed the Deed
of Trust and acknowledged the Deed of Trust to be the free and voluntary act and deed of the corperation, by authority
of its Bylaws or by resolution of its board of directars, for the uses and purposes ‘therein mantioned, and on oath stated
that he or she is authorized to execute this Deed of Trust and in fact executed tha Deed of Trust on behalf of the

corporation. S -
By (‘7::!'5 D[‘% Residing at..:'--.geu.cl'i?f“:LU'O"”‘“"\

Notary Public In and for the SMte of (’VA My commission-expires {0-15" 70'9_&1_

REQUEST FOR FULL RECONVEYANCE

To: , Trustee

The undersigned is the legal owner and hoider of all indebtedness secured by this Deed af Trust, 'Yti'u arg . Hereby .
requested, upon payment of ail sums owing to you, to reconvey without warranty, to the persons antitled thereto, the.
right, title and interest now held by you under the Deed of Trust. LT A

Date; Benaficiary:
By:
Its:

LABER PAC Landing, Va:. 5.34.00.00¢ fope. Hutend Faanail Schatiens, ina. 1097, 2007, Al Righrt Rogarved. - WA CACEULPLLGAT.FC TR.42084 PR-COMLRLOC

WA
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Schedule “A-1” ' o 125389-8

L - DES‘CR]PTION‘

PARCEL A

The South 19 feet of Lots 1, 2 and 3 and all of Lots 6 through 20, inclusive, Block 10, "AMENDED PLAT
OF BU_RL]NGTON SKAGIT COUNTY, WASH.", as per plat recorded in Volume 3 of Plats, page 17,
records of Skagit'County, Washington.

TOGETHER WITH a]l.“of the vacated aJley in said Block 10 as conveyed by the City of Burlington to Norm
Nelson, Inc., 8 Washmgton corporation, in Quit Claim Deed recorded May 2, 1994, under Auditor's Fﬂe No
9405020207 records of Skagnt County, Washington.

ALSO TOGEI‘HER WITH all that portion of Burlington Northern Railroad Company's (formerly Great
Northern Railway Company) 25.0 foot wide Spur Track right of way, now discontinued, being 12.5 feet wide
on each side of said Railroad Company's Spur Track centerline, as originally located upon, over and across
Lots 11 through 20, inclusive, Block 10, Town of Burlington, Skagit County, Washington; bounded on the
Southeasterly side by the South-and East liries of said Block 10, and bounded on the Northwesterly side by
the West and North lines of said- Lot 11

Situate in the City of Burlington, County of Skaglt, State of Washington.
PARCEL "B"™

Lots1 through 20, inclusive, Block 11, "AMENDED PLAT OF BURLINGTON, SKAGIT COUNTY,
WASH.", as per plat recorded in Volume 3 of Plats, page 17 rccords of Skaglt County, Washington.

TOGETHER WITH the vacated South % of Magnolia Avenue adjacont to Lots 1 throngh 10, inclusive, of
said Block 11, as vacated by City of Burlington Ordinance No. 37, recorded October 14, 1955, under
Auditor's File No 525767, records of Skagit County, Washmgton -

ALSO TOGETHER WITH all of the vacated alley in said Block 1 1,as conveyed by the City of Burlington to
Norm Nelson, Inc., a Washington corporation, by Warranty Deed rocorded January 21, 1986, under Auditor’s
File No. 8601210015 records of Skagit County, Washington. :

Situate in the City of Burlington, County of Skagit, State of Washjngton._." e, -

PARCEL "C™

Lots 7, 8, 9, and 10, Block 12, "AMENDED PLAT OF BURLINGTON, SKAGIT COUNTY WASH.", as
per plat recorded in Volume 3 of Plats, page 17, records of Skaglt County, Washmgton e -

Situate in the City of Burlington, County of Skagit, State of Washington.
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