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FIRST AMERICAN TITLE CO.
' CONSTRUCTION DEED OF TRUST  BU(74E -5

DATE: May 6, 2002

Reference # (if apphcable) Additional on page
Grantor(s): :
1. HANSELL / MITZEL L. LC

Grantee(s)
1. PEOPLES BANK ,
2. First American Title Co of Skaglt County, Trustee

Legal Description: LOTS 12, 13 23 AND 24 “NOOKACHAMPS HILLS PUD
PHASE I" Additional on page 2

Assessor’s Tax Parcel ID#: PAHCEL"-.A“; 42-22_-000—01 2-0000 (P113852)
PARCEL B, 4722-000-013-0000 (P113853)~

PARCEL C; 4722-000-023-0000 (P113864)

PARCEL D; 4722-000-024~0000 (P113865) ",

THIS DEED OF TRUST is dated May 6, 2002 among HANSELL / MITZEL, LL.C., A
WASHINGTON LIMITED LIABILITY COMPANY, whose -address is 1369 PACIFIC PLACE
BURLINGTON, WA 98233 ("Grantor"); FEOPLES BANK, - whose mailing address is MAIN
OFFICE, 418 GROVER STREET, PO BOX 233, LYNDEN;"WA 98264 (referred to below
sometimes as "Lender" and sometimes as "Beneficiary"); and First American Title Co. of
Skagit County, whose malling address is 1301-B Hlvemlde Drlve, Mount Vernon, WA 98273
(referred to below as "Trustee"). . RO
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DEED OF TRUST
~ Loan No: 5016207-201 (Continued) Page 3

£+ Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance ner commil, 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

~hat.rémova, or grant to any other party the right lo remove, any timber, minerals (including oil and gas), coal, clay,
© seorig;‘soit, gravel or rock products withaut Lender’s prior written consent.

Aemoval of_; Improvements. Grantor shall nct demelish or remove any !mprovements from the Real Property without
:Lénder’s prior:wrilten consent. As a condition to the removal of any Improvements, Lender may requira Grantor to make
arrangements satlsfactory to Lender to replace such Improvements with Improvements of at least equal value.

Lenders Fllght to Enter. Lender and Lender's agents and representatives may enter upon the Real Property at all
reasonable fimes to attend to Lender's interests and lo inspect the Real Property for purposes of Grantor’s compliance
with the terms and condmuns of this Deed of Trust.

Compliance wllh Govemmenial Requirements. Grantor shall promptiy comply, and shall promptly cause compliance
by all agents, terants 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 aill governmental
authorities applicable to the use or occupancy of the Property, including without limitation, the Americans With Disabilities
Act. Grantor may.contest in good faith any such law, ordinance, or regulation and withhold compliance during any
praceeding, including ‘appropriate appeals, so long as Grantor has netified Lender in writing prior to doing so and so
long as, in Lender’s sole-opinian, Lender’s interests in the Property are naol jeopardized. Lender may require Grantor to
post adequate security or a-Sursty bond, reasonably satisfactary to Lender, to protect Lender’s interest,

Duty to Protect. Granior ,agr'e,eﬁné'ither 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 Proparty are reasonably
necessary to protect and preserve the Property.

TAXES AND LIENS. The followingj provisions__:relaling to the taxes and liens on the Property are part of this Deed of Trust:

Paymeni. Grantor shall pay ‘when dug (and.in all events prior to delinquency) all taxes, special taxes, assessments,
charges (including water and. sewer), fines and impositions levied against or on account of the Properly, and shall pay
when due all claims for work done on of 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 interast 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 Trust.

Right to Contest. Grantor may WIthhoId payment of any tax, assessment, or claim in conneclion with a good faith
dispute over the obligation to pay, so-lung “as-Lender’s interest in the Property is not jeopardized. If a lien arises or is
filed as a result of nonpayment, Grantor stigli“within fifteen (15) days after the lien arises or, if a lien is filed, within fiftesn
(15) days after Grantor has notice of the filing, secure- ‘the discharge of the lien, or if requested by Lender, deposit with
Lender cash or a sufficient corporate surety.-bond or 6ther security satisfactory to Lender in an amount sufficient to
discharge the lien plus any costs and attornéys’.fees; or other charges that could accrue as a result of a foreclosure or
sale under the fien. In any contest, Grantor shalt defend itself and Lender and shall satisty any adverse judgment before
enforcement against the Property. Granier shall name Lender as an additional obligee undsr any surety bond furnished
in the contest proceedings. 1

Evidence of Payment. Grantor shall upen demand" furnish to Lerder satisfactory evidence of payment of the taxes or
assessments and shall authorize the appropriate governmental off clal to deliver to Lender at any time a written statement
of the taxes and assessments against the Property. Ey :

Notice of Consiruction. Grantor shall nolify Lender at Ieasl ﬁfteen (15) days befora any work is commenced, any
services are furnished, or any malerials are supplied to the*Property; if any mechanic’s lien, materialmen’s lien, or other
lien could be asserted on account of the work, services, or:materials arid the cost exceeds $1 000.00. Grantor will upon
requesl of Lender furnish to Lender advance assurances sahsfactory to Lender that Grantor can and will pay the cost of
such improvements.

PROPERTY DAMAGE INSURANCE. The following provisions relallng lo |nsur|ng the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and mamtaln pohcaes of flre insurance with standard extended
coverage endorsements on a replacement basis for the full insurable vélug covering all Improvements on the Real
Property in an amount sufficient to avoid application of any coinsurancé clatise,-and with'a standard mortgagee clause in
favor of Lender. Grantor shall alse procure and maintain comprehensive general liability insurance in such coverage
amounts as Lender may request with Trustee and Lender bemg named as dddifional insuceds in such liability insurance
policies. Additionally, Grantor shall maintain such other insurance, including but not limited to hazard, business
interruption, and boiler insurance, as Lender may reasonably require. Policies shallbe-written in form, amounts,
coverages and basis reasonably acceptable to Lender and issued by a company o compamas teasonably acceplable 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 caverages will not be cancelled-or diminished without at lsast
thirty (30} days prior written notice to Lender, Each insurance policy also shall includg an endarsement providing that
coverage in favor of Lender will not be impaired in any way by any acl, omission: or default of-Grantor or any cthaer
person. Should the Real Property be located in an area designated by the Dlrector ‘of the Federal Emergency
Management Agency as a special flood hazard area, Grantor agrees to obtain and maintain Federdl Flood Insurance, if
available, within 45 days after notice is given by Lender that the Property is located in a spécial flood-hazard area, for the
full unpaid principal balance of the lean and any prior liens on the property securing the loan, up-1g the maximum palicy
limits set under the National Flood Insurance Program, or as otherwise required by Lender, and to- mamlaln such
insurance for the term of the loan.

Application of Proceeds. Grantor shall promptly nolify Lender of any loss or damage to the Emp‘eny it.the eslimated

cost of repair or replacement exceeds $1,000.00. Lender may make proof of loss if Grantor fails to“do-sa within fifteen
{15) days of the casualty. Whether or not Lender's securily is impaired, Lender may, at Lender's.slection; recaéive and
relain the proceads 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 elecis o apply the proceeds torestaration
and repair, Grantor shall repair or replace the damaged or destroyed Improvements in a manner salistactory fo Lender,..
Lender shall, upon salisfactory proof of such expenditure, pay or reimburse Grantor from the proceeds for the ™
reasenable cost of repalir or restoration if Granlor is not in default under this Deed of Trust. Any proceads which have ./
not been disbursed within 180 days after their receipt and which Lender has not committed to the repair or restoration’of /
the Properly shall be used first to pay any amount owing to Lender under this Deed of Trust, then to pay accrued .
interest, and the remainder, if any, shall be applied to the principal balance of the Indebtedness. If Lender holds any -~
proceeds after payment in full of the indebledness, 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 furnlsh to
Lender a report on each existing policy of insurance showing: (1) the name of the insurer; {2) the risks insured; (3)
the amount of the palicy; (4) the property insured, the then current replacement value of such property, and the manner S
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DEED OF TRUST
* Loan No: 5016207201 (Continued) Page 5

" FURTHER' ASSURANCES; ATTORNEY-IN-FACT. The following provisions relating lo further assurances and
ttorney—m—fact are a part of this Deed of Trust:

Funher Assurances At any time, and fram time to fime, upon request of Lender, Grantor will make, execute and
delive?, orwill cause to be mads, exscuted or delivered, to Lender or to Lender's designee, and when requested by
Lender, cause to be filed, recorded, reflled, or rerscorded, as the case may be, at such times and in such offices and
jplaces as Lendar may deem appropriate, any and all such mortgages, deeds of trust, security deeds, security
agreements, financing statements, confinuation statements, instruments of further assurance, certificates, and other
documents as may, in the sole opinion of Lender, be necessary or desirable in order to effectuate, complets, perfect,
continue;-or preserve (1) Grantor's obligations under the Note, this Deed of Trust, and the Related Bocuments, 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_dcguired. by Grantor. Unless prohibited by law or Lender agrees to the contrary in wriing, Grantor shall
reimburse Lenderfor all costs and expenses incurred in connection with the matters referred to in this paragraph.

Attorney-In-Fact. If.Grantar fails to do any of the things referred to in the preceding paragraph, Lender may do so for
and in the name ofGraritor and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints Lender
as Grantor's attorriey-in—fact for the purpose of making, executing, delivering, filing, recording, and doing all other things
as may be necessary ar, desxrable in Lender's sole opinion, to accomplish the matters referred to in the preceding
paragraph.

FULL PERFORMANCE. If Gramor pays aII the Indebtednass when dus, and otherwise performs all the obligations imposed
upen Grantor under this Deed-of Trust, Lender shall execute and deliver to Trustee a request for full reconveyance and shall
execute and deliver o Grantor ‘suilable statements of termination of any financing statement on file evidencing Lender's
security interest in the Rents“ang the-Personal Property. Any reconveyance fee shall be paid by Grantor, if permitted by
applicable law. The grantse in dry reconveyance may be described as the "person or persons Isgally entitled thereto”, and
the recitals in the reconveyance of any maﬂers or facts shall be conclusive proof of the fruthfulness of any such matters or
facts.

EVENTS OF DEFAULT. Each of the followmg, a‘t 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 fails to comply with or-tg perform any other term, obligation, covenant or condition contained in
ihis Deed of Trust or in any of the Related Documents or lo comply with or to perform any term, obligation, covenant or
condition contained in any other agreemeni between Lender and Grantor.

Compliance Default. Faiture to comply with any other terrn, obligation, covenant or condifion contained in this Deed of
Trust, the Note or in any of the Related Documents. If such a failure is curable and if Grantor has not been given a
notice of a breach of the same provision of.this Déed of Trust within the preceding twelve (12) months, it may be cured
{and no Event of Default will have occurred) if Grantor, after Lender sends written notice demanding cure of such failure:
(a) cures the failure within fifteen (15) days; or. (b) if the cure requires more than fifteen (15) days, immedialtsly initiates
steps sufficient to cure the failure and thereatter. continues and completes all reasonable and necessary steps sufficient
to produce compliance as soon as reasonably pracllcal ¥

Default on Other Payments. Failure of Grantor within the time reqmred by this Deed of Trust to make any payment for
taxes or insurance, or any other payment necassary to prevent f||1ng of ar to effect discharge of any lien.

False Statements. Any warranty, representation or statemgnt 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 furnished or becomes false or misleading:at-any lime.thereafter.

Defective Collateralization, This Deed of Trust or any of lhe Related-Docliments ceases to be in full force and effect
(including failure of any collateral document to create a valid and perfecled secunty interast or lien) at any time and for
any reasan.

Death or Insolvency. The disseclution of Grantor's (regardless of whether elechon to continue is made), any member
withdraws from the limited liability company, or any other termlnatlan of Grantors existence as a going business or the
death of any member, the insoivency of Grantor, the appointment of 4 receiver for-any part of Grantor's property, any
assignment for the benefit of creditors, any type of creditor workout, or'the commencemen! of any proceeding under any
bankruptey or insolvency laws by or against Grantor. -

Credilor or Forfeiture Proceedmgs Commencement of foreclosure or fon‘elture proceedmgs, whether by judicial
proceeding, self-help, repossession or any other method, by any creditor: ‘of Grantor o by any governmental agency
against any property securing the indebtedness. This includes a garnishment.of any of Grantor's accounts, including
deposit accounts, with Lender. However, this Event of Default shall not apply‘it thefe is a‘geod faith dispute by Grantor
as to the validity or reasonableness of the claim which is the basis of the creditor or forfelture proceedlng and if Grantor
gives Lender written notice of the craditor 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 its sole dlscrelion, as belng an adequate
reserve or bond for the dispute. i P

Breach of Other Agreement. Any breach by Grantor under the terms of any other’---agreem'ent‘_b'étwe‘en Grantor and
Lender that is not remedied within any grace pericd provided therein, including withiout limitation: any agreemant
concerning any indebtedness or other obligation of Grantor to Lender, whether existing now or Iater i

Events Affecting Guarantor. Any of the preceding evenls occurs with respect to any Guaranlur of any of the
Indebtedness or any Guarantor dies or becomss incompetent, or revokes or disputes the validity of, orliability under,
any Guaranty of the Indebtedness. In the event of a death, Lender, at its option, may, but shall- not be' raquirad to,
permit the Guarantor's estate o assume unconditionally the obligations arising under the guaranty in-a manner
satisfactory to Lender, and, in doing so, cure any Event of Default. .

Adverse Change. A material adverse change occurs in Grantor's financial condition, or Lender beheves tha prospecl of
payment or performance of the Indebledness is impaired.

Insecurity. Lender in good faith believes itself insecure.

Right to Cure. If such a failure is curable and if Grantor has not been given a nolice of a breach of the sanie provssmﬂ
of this Deed of Trust within the precading twelve (12) months, it may be cured (and no Event of Default will have:
occurred) if Grantor, after Lender sends written notice demanding cure of such failure: (a) cures the failure within-fiftger -
(15) days; or (b) if the cure requires more than fitteen (15) days, immediatsly initiales steps sufficient to cure the failure - .
and thereafter confinues and completes all reascnable and necessary steps sufficient to produce compliance as soon as
reasonably practical.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under this Deed of Trusl, at any time thereaﬂer,
Trustes or Lender may exercise any one or more of the following rights and remedies:

HATMARAMITRATY

Skaglt County Audltor
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DEED OF TRUST
~ Loan No: 5016207201 (Continued) Page 7

ofherwise.faquired by law), when deposiled with a nationally recognized overnight courier, ar, if mailed, when depaosited in
the-Unitad States mail, as first class, cerlified or registerad mail postage prepaid, directed to the addresses shown near the
‘begirming of this Deed of Trust. All copies of notices of foreclosure from the holder of any lien which has priority over this
Deed of Trust'shall be sent to Lender's address, s shown near the beginning of this Dead of Trust. Any party may change its
addressfor notices: indsr this Deed of Trust by giving formal writien notice fo the other parties, spesifying that the purpose of
the notice is to change the party’s address. For nolice purposes, Grantor agrees to keep Lender informed at all fimes of
Grantor's current address. Subject to applicabie faw, and excep! for notice required or allowed by law to be given in another
manner;if there is more than one Grantor, any nolice glven by Lender to any Grantor is deemed to be notice given to all
Grantors, ~

CONSTRUCTION LOAH PROVISION. NOTWITHSTANDING THE STATEMENT HEREIN THAT THIS DEED OF TRUST
SECURES ANY OF THE RELATED DOCUMENTS REFERRED TO N THE CONSTRUCTION LOAN AGREEMENT, OR ANY
OTHER PROVISION HEREIN, THIS DEED OF TRUST DOES NOT SECURE THE HAZARDOUS SUBSTANCES CERTIFICATE
AND INDEMINITY EXECTUED BY GRANTOR.

MISCELLANEQUS PROV!S!ONS _The following m}scellaneous prowslon%&re a part of this Deed of Truskt:

Amendments. .. This Deed of ‘Trust, logether vmh,,gny Reln Edﬂ!?ocuments constitutes the entire understanding and
agreement of t'ne partiés as 1o the matters set forih IN"MiePaBY of Trust. No alteralion of or amendment to this Deed of
Trust shall be effective uriless: -given in writing and signed by the parly or parties scught to be charged or bound by the
alteration or amendment.

Annual Reports. if the” Propedy s used for purpases other than Grantor's residence, Grantor shall furnish to Lender,
upon request, a certified.statement-of riet operating income received from the Property during Grantor's pravious fiscal
year in such form and detail as Lender'shall require. "Net operafing income” shall mean all cash receipts from the
Property less all cash expendifures made in connection with the operation of the Praperty.

Caplion Headings. Captidn headings"in:(thi,s._peed of Trust are for convenience purposes only and arg not to be used to
interpret or define the provisians:of fhis Deed of Trust.

Merger. There shall be no merger 'b_f: th'é,,ififerest or estate created by this Deed of Trust with any other interest or estata
in the Property at any time held by of forthe beneﬁi of Lender in any capacity, without the written consent of Lender.

Governing Law. This Deed of Trust will be governed by, construed and enforced in accordance with federal law
and the laws of the Siate of Washlnglon Tms Deed of Trust has been accepted by Lender In the State of
Washingion. .

Choice of Venue. if there is a lawsuit, Gran!or agrses upnn Lender’s request to submit to the jurisdiction of the courts of
WHATCOM County, State of Washington.

No Waiver by Lender. Lender shall not be. daemsd 1o have waived any rights under this Deed of Trust unless such
waiver is given in writing and signed by Lender. No delay or omission on the part of Lender in exercising any right shall
operate as a waiver of such right or any other.right. A waiver by Lender of a provision of this Deed of Trust shail not
prejudice or conslitute a waiver of Lender's right. otherwise to demand strict compliance with that provision or any ciher
provision of this Deed of Trust. No prior waiver by.Lender, nor any.course of dealing between Lender and Grantor, shall
constitute & waiver of any of Lender's rights or of arly of Grantor's dbligations as to any future transaclions, Whenever
the consent of Lender is required under this Deed of Trust, the granting of such consent by Lender in any instance shall
not constitute continuing consent to subsequent instances where’ such consenr is required and in all cases such consent
may be granted or withheld in the scle discretion of Lender. .~

Severability. |f a court of competent jurisdiction finds any pro\nsaon of this Deed of Trust to be illegal, Invalid, or
ungnforceable as to any circumstance, that finding shall-net miake, .the offending provision Hlegal, invalid, or
uneniforceabls as to any other circumstance. (f feasible, the “offending: prowsmn shall be considered modified so that it
becomes legal, valid and enforceable. I the offending provision cannetbe so modified, it shall be considersd deleted
from this Deed of Trust. Unless otherwise raquired by law, the tllegallty, invalidity; or unenforceabmty of any provision of
this Deed of Trust shall not affect the legality, validity or enfcrceablllly 6f any other prows;on of this Deed of Trust.

Successors and Assigns. Subject to any limitations statad in this, Deed of: Trusl on transfer of Grantor's interest, this
Deed of Trust shall be binding upon and inure to the benefit of the parties; their'successors and assigns. If ownership of
the Property bacomes vested in a persen other than Grantor, Lender, Withoit nolice to Grantor, may deal with Grantor's
successars with reference to this Deed of Trust and the indebisdness by way of forbearance or exiension without
releasing Grantor from the obligations of this Deed of Trust or liability under the Ihdebtedheés.

Time is of the Essence. Time is of the essence in the performance of this Daed of Trust

Waive Jury. All parties to this Deed of Trust hereby walve the right to irig
counterclaim brought by any party against any other party. (Initial Here

Waiver of Homestead Exemplion. Granior hereby releases and waives all rights—g benems of the homestead
exemption laws of the State of Washington as to all Indebtedness secured by this Deed of Trust

DEFINITIONS. The following capitalized words and terms shall have the following maanlngs ‘wher used in.this Deed of Trust.
Unless specifically stated to the contrary, &ll referances to dollar amounts shall mean amounts in lawful.fnonay of the United
States of America. Words and terms used in the singular shall include the piural, and the plural shall inclide the singular, as
the context may require. Words and terms not otherwise defined in this Deed of Trust shall hava the. meanlngs aﬂrlbulsd to
such ferms in the Uniform Commercial Code: . .

Beneficiary. The word "Beneficiary" means PEOFPLES BANK, and its successors and ass:gns

Borrower. The word "Borrower™ means HANSELL  MITZEL, LL.C,, and all other persons and enhhes sugmng “the Note
in whatever capacity.

Deed of Trust. The words "Desd of Trust” mean this Deed of Trust among Grantor, Lender, and Truslea and mcludas
without limitation all assignment and security interest provisions relating to the Personal Property and Rents n

Default. The word "Defaull” means the Defauit set forth in this Deed of Trust in the section tiled "Defauit?, "

Event of Defaull. The words "Event of Defaul” mean any of the events of detauit set forth in this Deed of Trust m the i
events of default section of this Deed of Trust. :

Grantor. The word "Grantor” means HANSELL / MITZEL, L.L.C..

ﬁny action, proceeding, or

Guarantor. The word "Guarantor” means any guarantor, surely, or accommodation party of any or all of _t"h'%-"u 2

Indebledness.

Guaranty, The word "Guaranty” means the guaranty from Guarantor 1o Lender, including without limitation a guaranty of'
all or part of the Note.

Improvemenis. The word "Improvements™ means all existing and future improvements, buildings, structures, mobile

A AN
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