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CONSTRUCTION DEED OF TRUST
FIRST AMERICAN TITLE CO.

DATE: January éo adde 6%’& 0625 ._5
Reference # {if- appllcabie] 887082 Additional on page

Grantoris):
1. HANS ELLIMITZEL LLC

Grantee(s} e
1. BANK OF THE PAC|F|C
2. FIRST AMEH'CAN TiTLE COMPANY OF SKAGIT COUNTY, Trustee

Legal Description: LOTS 114 116 AND 118 "NOOKACHAMP HILLS PUD, PHASE IIB"
Additional on page

Assessor's Tax Parcel ID#: P1232'0?-,:P1__=2.32'09 AND 123211

THIS DEED OF TRUST is dated January'ZO.__ZOOG, among HANSELL/MITZEL LLC, a Washington
Limited Liability Company ("Grantor"); BANK OF THE PACIFIC , whose mailing address is
BELLINGHAM BRANCH, 100 GRAND AVENUE, BELLINGHAM, WA 98225 (reforred to below
sometimes as "Lender” and somstimes as “Beneficiary’);; and FIRST AMERICAN TITLE
COMPANY OF SKAGIT COUNTY, whose mailing address is P 0 BOX 1667, MOUNT VERNON,
WA 98273 (referred to below as "Trustea”). -
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CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale, right
-~-¢f-antry and possession and for the benefit of Lender as Beneficiary, all of Grantor's right, title, and interest in and to
.the following described real property, together with all existing or subsequently ergcted or affixed buildings,
improveéments and fixtures; all easements, rights of way, and appurtenances: all water, water rights and ditch rights
lincluding stock in utilities with ditch ar irrigation rights); and all other rights, royalties, and profns relating tc the real
property, including without limitation all minerals, oil, gas, geothermal and similar matters, {the "Real Property"}

" located in SKAGIT County, State of Washingtan:

' LOTS 114, 116 AND 118, "NOOKACHAMP HILLS PUD, PHASE IIB", AS PER PLAT
“ RECORDED. AUGUST 23, 2005, UNDER SKAGIT COUNTY AUDITOR'S FILE NO.
'200608230082, RECORDS OF SKAGIT COUNTY, WASHINGTON.

The Reai. Propeity” of its address is commonly known as LOTS 114, 116 & 118
"NOCKACHAMP HILLS PUD, PHASE IIB", MOUNT VERNON, WA 98273. The Real Propaerty
tax identiﬂdatio.n"qun‘lb_a_r_is P123207, P123209 AND 9123211.

REVOLVING LINE OF CREDIT,. This Deed of Trust secures the Indebtedness including, without kmitation, a revolving
fine of credit,with a variahle fate of interest, which obligates Lender to make advances to Grantor so long as Grantor
complies with all tha'terms of the Note and the line of oredit has not been terminated, pended or lled; the Note
allows negative amartization. Funds imay be advanced by Lender, repaid, and subsequently readvanced. The unpaid
balance of the revalving line. of credit miay at certain times be lower than the amount shown or zero. A zero balance
does not terminate the fine of credit or terminate Lender's obligation to advance funds to Grantor. Thesefore, the lien of
this Deed of Trust will remiain in full furr.e and affact notwithstanding any zero balance.

Grantor hereby assigns as ‘security to Lender all of Grantor's right, title, and interest in and to 2l leases, Rents, and
profits of the Propersty. This assignmént.is recorded in accordance with RCW 65.08.070; the lien created by thig
assignment is intended to be specific, perfected and choate upon the recording of this Deed of Trust. Lender grants to
Grantar a license ta collect the Repts and profits, which license may be revoked at Lender's opticn and shall be
automatically revoked upon acceleratlon ofall or part of the Indebtedness.

THIS DEED OF TRUST, INCLUDING’ THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS AND
PERSONAL PROPERTY, IS GIVEN TO SECURE.'(A}’ PAYMENT OF THE INDEBTEDNESS AND (B} PERFORMANCE OF
ANY AND ALL OBLIGATIONS UNDER THE:NOTE, THE RELATED DOCUMENTS, AND THIS DEED OF TRUST. THIS
DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS AND
PERSONAL PROPERTY, IS ALSO GIVEN TO SECURE ANY AND ALL OF GRANTOR'S OBLIGATIONS UNDER THAT
CERTAIN CONSTRUCTION LOAN AGREEMENT BETWEEN GRANTOR AND LENDER OF EVEN DATE HEREWITH. ANY
EVENT OF DEFAULT UNDER THE CONSTRUCTION LOAN AGREEMENT, OR ANY OF THE RELATED DOCUMENTS
REFERRED TO THEREIN, SHALL ALSO BE AN'EVENT OF DEFAULT UNDER THIS DEED OF TRUST. THIS DEED OF
TRUST IS GIVEN AND AGCCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE, Except as atherwisé provided in [_his: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 timely manner perform all of
Grantor's obligations under the Note, this Deed of Trust, and the’ Related Dacuments.

CONSTRUCTION MORTGAGE. This Deed of Trust is a construcllon mortgage” for the purposes of Sections 9-334
and 2A-309 of the Uniform Commercial Code, as those sections have been adopted by the State of Washington,

POSSESSION AND MAINTENANCE OF THE PROPERTY. Grantor agrees tha: Grantors possession and use of the
Praperty shall be governed by the fallowing pravisions:

Possession and Use. LUntil the sccurrence of an Event of Default, Grantnr may ['l) remain in possession and
control of the Property; (2) use, eperate or manage the Property; and {3} collect the Rents from the Property
(this privilege is a license from Lender to Grantor automatically révoked upon defaultl, The following provisions
relate to the use of the Property or ta other limitations on the Propertv The- Real Pmperty is not used principally
for agricultural purposes.

Duty to Maintain. Grantor shall maintain the Property in tenantable condmun and promptlv Derform all repairs,
replagements, and maintenance necessary to preserve its value. ;

Nuisance, Waste. Grantor shall not cause, conduct ar permit any nuisance nor comimit;; permrt or auffer any
stripping of or waste on or to the Praperty ar any portion of the Property. Without Ilmltlng the.-generality nf the
foregoing, Grantor will not remave, or grant to any other party the right to remove, any-timber,“minerals lincluding
il and gasl, caal, clay, scoria, soil, gravel or reck products withaout Lendar's priar wiitten corisent

Removal of Improvements, Grantor shall not demolish or remove any Improvement_ﬁ frnm the anl” Property
without Lender’s prior written consent. As a condition to the removal of any Improvernents, Lender may require
Grantor to make arrangements satisfactory ta Lender to replace such lmprovements with Improvements af at least
equal value, .

Lender's Right to Entar. Lender and Lender’s agents and representatives may enter upon the'Real F'roperfv at' al
reasonable times to attend to Lender's interests and to inspect the Real Property for purposes Df Grantor a_
compliance with the tarms and conditions of this Deed of Trust.

Compliance with Governmentai Requirements. Grantor shall promptly comply, and shall prumplly cayse
somphiance 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 accupancy of the Property, including without-"
limitation, the Amaricans With Disabilities Act. Grantor may cantest in gaad faith any such law, Drdlnanl:e, or .-
regulation and withhald compliance during any proceeding, including appropriate appeats, so long as Grantar has
notified Lender in writing prior to doing so and so long as, in Lender's sole opinion, Lender's interests in:the
Praperty are not jeopardized. Lender may require Grantor to post adequate security or @ surety bond, reasonably .
satisfactory to Lander, to protect Lender's interest.

Duty to Protect. Grantar agrees neither to abandon or leave unattended the Property. Grantor shail do all other E
acts, in addition 1o 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.

Construction Loan. |f some or all of the proceeds of the loan creating the Indebtedness are to be used to construct
or complete construction of any Impravements on the Property, the Improvements shall be completed ne later than
the maturity date of the Note (or such earlier date as Lender may reasonably establish) and Grantor shall pay in full
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all costs and expenses in connection with the work. Lender will disburse loan procaeds under such terms and
conditions as Lender may deem reasenably necessary to insure that the interest created by this Deed of Trust shall
_have priority over all possible liens, including those of material suppliers and workmen. Lender may require, amaeng
"other things, that disbursement requests be supported by receipted bills, expenss affidavits, waivers of liens,
.construction prograss reports, and such other documentation as Lender may reasonably request,

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

Payment.. Grantor shall pay when due (and in all events prior to definquency| all taxes, special taxes, assessments,
: 'charqes {ingluding water and sewer), fines and impositions levied against or on account of the Property, and shall
-pay wheri-due all claims for work dane on or for services rendered or material furnished to the Preperty. Grantor
" ghall faintain the Property free of alk liens having priority ever or equal to the interest of Lender under this Deed of
“Trust, except 1ur the. lien of taxes and assessments not due and except as otherwise provided in this Deed of
Trust.™,

Right to Cantest Grantor may withhold payment of any tax, assessment, or claim in connection with a geod faith
dispute ‘over the cbligation to pay, so long as Lender's interest in the Property is not |eopard|zed if a lien arises or
is filed a8 a‘result of.nonpayment, Grantor shall within fifteen (16) days after the lien arises or, if a lien is filed,
within“fifteen 119) days.after Grantar has notice of the filing, secure the discharge of the lien, or if requested by
Lender, depesit ‘with Lénder cash ar a sufficient corporate surety band or other security satisfactory to Lender in an
amount sufficient.ta dlacharge the lien plus any costs and attorneys' fees, or other charges that could acarue as a
result of a foreclosure or-sale-under the lien. In any centest, Grantor shall defend itself and Lender and shall
satisfy any ativerse judgment. before enfarcement against the Property. Grantor shall name Lender as an additional
obligee under any surety-bond furnls_hed in the contest proceedings.

Evidence of Payment. " Grantor s_HaIl upon demand furnish ta Lender satisfactory evidence of payment of the taxes
or assessments and shall authorize the appropriate governmental official to deliver to Lender at any tima a written
statement of the taxes ‘and -assessments against the Property.

Notice of Construction.” Grantor shall notlfv Lender at least fifteen (15} days befora any work is commenced, any
services are furnished, or any* materlars are supplied to the Property, if any mechanic's lien, materialmen's lien, or
other lien could be asserted on ‘account at- Ahe - wark, services, or materials. Grantor will upon requast of Lender
furnish to Lender advance assurances satlsfacmn,' ta Lender that Srantor can and will pay the cost of such
improvements.

PROPERTY DAMAGE INSURANCE. The lullowmg provlslons ralating to inguring the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall prunure and maintain policies of firg insurance with standard extended
coverage endorsements on a fair value’ basis for the full insurable value covering all Improvements on the Real
Property in an amount sufficiant to avoid application of any coinsurance clause, and with a standard martgages
clausa in favor of Lendar, Grantar shalt slso 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 policias, Additionally, Granter ‘shall maintain sueh other insurance, including but not limited to
hazard, business interruption, and boiler insurance, as Lender may reasonablv require. Policies shall be written in
form, amounts, coverages and basis reasonably acceptable ta ténder. and issued by a company of companies
reasonably acceptabla 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, inciuding stipulations that coverages will not be
cancelled or diminished without at least thirty [30) days. prior written’ notice to Lender. Each insurance policy also
shall include an endorsement providing that gaverage in favor.of Lender wili not be impaired in any way by any act,
omission or default of Grantor or any other person. Shouid-the Real Propérty be. located in an area designated by
the Director of the Federal Emergency Management Agency as a special flood hazard area, Grantar agrees to
obtain and maintain Federal Flood Insurance, if available, within 45 days after notice is given by Lender that the
Praperty is ‘ocated in a special flood hazard area, for the full unpaid principal balance:of the loan and any prior liens
on the property securing the [aan, up to the maximum policy limits set under the Mational Flood Insurance Program,
or as atherwise cequired by Lender, and to maintain such insurance for'the term of the loan.

Application of Procesds. Grantor shall promptly notify Lendar of any loss_or damage to the Property. Lender may
make praof of loss if Grantor fails to do so within fifteen (15} days of the casualty. Whether or not Lender’s
security is impaired, Lander may, at Lender's election, recsive and retain the progéeds of any insurance and apply
the pruceeds to the reduction of the Indebtedness, payment of any lien affecttng the Property, or the restaration
and repair of the Property. If Lender slects to apply the proceeds to restoration ‘and repair, Grantor shall repair or
replace the damaged or destroyed Improvements in a manner satisfactory. to-Lender. Lender shall, upon
satisfactary proof of such expenditure, pay or reimburse Grantgr from the proceeds. for thé reasenable cost of
repair or restoration if Grantor is not in default under this Deed of Trust. Any proceeds which have not been
disbursed within 180 days after their receipt and which Lander has not cornmitted to the repair or restaration of
the Property shall be used first to pay any amount owing to Lender under this Deed of Trust, then te'pay accrued
interest, and the remainder, if any, shall be applied to the pringipal balance of the Indebtednass. i Lender halds
any proceeds after payment in full af the Indebtedness, such praceeds shall be paid without mterest to Gyantor as
Grantor's intergsts may appear. .

Grantor’s Report on Insurance. Upon reguest of Lender, however not more than gnce a yaar, Gra_nt’ar sh__all f_urniah_
to Lender a report an each existing policy of insurance showing: (1) the name of the insurer;.:{2)" the risks
insured; {3} the amount of the policy; {4) the property insured, the then current replacement valug® of such”

property, and the manner of determining that value; and (B} the expiration date of the policy. Grantor shall; pon,

request of Lendes, have an independent appraiser satisfactory to Lender determing the cash valua replacemem cost o '

of the Property.

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materialfy affect Lender's intere_sft in o

the Property or if Grantor fails tg comply with any provision of this Deed of Trust or any Related Documents, inchiding
but net limited to Grantor's failure to discharge or pay when due any amounts Grantor is required to discharge or-pay,

under this Deed of Trust or any Related Documents, Lender on Grantor's bshalf may (but shall not be obligated tol take -

any action that Lender deems appropriate, including but not limited to discharging or paying all taxes, liens, security

interasts, encumbrances and ather claims, at any time levied or placed on the Property and paying all costs for insuring, ’

maintaining and preserving the Praperty. All such expenditures incurred or paid by lender for such purposes will then
bear interest at the rate charged under the Note from the date incurred or paid by Lender to the date of repayment by
Grantor. All such expenses will become a part of the Indebtadness and, at Lender's aption, will (A} ba payable on
demand; (Bl be added to the balance of the Note and be apportioned among and be payable with any installment
payments to become due during either (1} the term of any applicable insurance policy; or (2) the remaining term of
the Note; or (C] be treated as a balloon payment which will be due and payable at tha Note's maturity. The Deed ot
Trust also will sacure payment of these amounts. Such right shall be in addition to all other rights and remedies ta
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4.'which Lendar may be entitlad upon Default.

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

-Tllla. Grantor warrants that: (a) Grantor holds good and marketable title of recard to the Property in fee simple,
free and clear of ail %ens and encumbrances other than those set forth in the Real Property description or in any
tlt|8 insurance policy, title report, or final title opinien issued in faver of, and accepied by, Lender in connection
Swith this Deed of Trust, and (bl Grantor has the full right, power, and authority to execute and deliver this Deed of
:I'rust to Lender

Delensa of Title. Subject to the exception in the paragraph above, Grantor warrants and will forever defand the

_.-“tltla ta the Prepertv against tha lawful claims of all persons. in the event any action or proceeding is commenced
_that questions, Grantor's title or the interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the
action at:Grantor's expense. Grantor may be the neminal party in such praceeding, but Lender shall be entitled to
pamcnpate in-tha proceeding and to be represented in the proceeding by counsel ot Lender’'s own choice, and
Grantor will’ delwer, or cause to be delivered, ta Lender such instruments as Lender may reguest from time to time
to permit such, participation.

Compliarice Wll'h Laws. Grantor warrants that the Property and Grantor's use of the Property complies with all
gxisting appllcable Iaws ardinances, and regulations of gavernmental authorities.

Survival of aeprasenlatmns and Warranties, Ali representations, warranties, end agreements made by Grantor in
this Deed of Trust shall survive the axecution and delivery of this Deed of Trust, shall be continuing in nature, and
shall remain in full farce and. effecl untll such tima as Grantor's Indebtedness shall be paid in full,

CONDEMNATICN. The fallowmg nrowslons relating to condemnation proceedings are a part of this Deed of Trust:

Proceedings. |If anv iproceeding. in- condemnation is filed, Grantor ghall promptly notify Lender in writing, and
Grantor shall prompthy-take such steps as may be necessary to defend the action and obtain the award. Grantor
may be the nominal party in‘such praceeding, but Lender shall be entitled te participate in the praceeding and to be
represented in the procéeding by counsel of its own choice all at Granter's expense, and Grantor will deliver or
cause t0 be delivered to Lender such |nstrumems and documentation as may be requested by Lendar from time ta
time to permit such partu:lpatlon

Application of Net Proceeds. If all'i or any par! of the Property is condemned by eminent domain proceedings or by
any proceeding or purchase in ligu..of ccmdemnatlon Lender may at its election require that all or any portion of the
net proceeds of the award be applied 1a-the Indabtedness or the repair or restoration of the Property. The net
proceeds of the award shall mean the award after paymant of all reasonable costs, expenses, and attorngys’ fees
incurred by Trustee or Lender in connacthn with_ the condemnation,

IMPQSITION OF TAXES, FEES AND CHARGES BY GQ\"ERNMENTAL ALUTHORITIES. The following provisions relating
to governmental taxas, fees and charges are a-part.of this Deed of Trust:

Current Taxes, Fees and Charges. Upon request by Lender, Grantor shall execute such documants in addition to
this Dead of Trust and take whatever other action is requested by Lender to perfect and continue Lender's lien on
the Rea! Property, Grantor shall reimburse Lender for all taxes, as-described below, together with all expenses
incurred in recording, perfecting or continuing this Deed of-Trust, including without limitation all taxes, fees.
docurnentary stamps, and other charges for recording or registering t'hi_s Deed of Trust.

Taxes. The follawing shall constitute taxes to which this-section applies: {1] a specific tax upon this type of
Dead of Trust or upon all or any part of the Indebtedness secured by this Deed of Trust: {2] a specific tax on
Grantor which Grantor is authorized or required to deduct from payments on the Indebtedness secured by this type
of Deed of Trust; (3} atax on this type of Deed of Trust ¢hargeable again'st tHie-Lender or the holder af the Note;
and (4) a specific tax on all or any portion of the indebtedness or on’ pavments df principal and interest made by
Grantar, ;

Subsequent Taxes. If any tax to which this sectian applies is enactad subsequer\t to the date of this Deed of
Trust, this event shall have the same effect as an Event of Default, and Lender.may exercise any or all of its
available remedies for an Event of Default as provided beiow unless Grantor eithar (1) pays the tax before it
becames delinquent, or {2] contests the tax as provided abave in the-Taxes and Liens section and deposits with
Lender cash or a sufficient corporate surety bond or other saecurity satisfactory to'Lender. ™

SECURITY AGREEMENT; FINANCING STATEMENTS. The fallowing provisions relatmg te thla Deed of Trust as a
security agreement are a part of this Deed of Trust:

Security Agreement. This instrument ghall constitute a Security Agreement to ‘the. extent anv of -the Property
constitutes fixtures, and Lender shall have all of the rights of a secured party under_ the: Unlform Coimmercial Code
as amended from time to time.

Security Interest. Upon reguest by Lender, Grantor shall take whatever action is raquested bv Lender to perfect
and continue Lender's security interest in the Rents and Personal Property. In addition;to recordlng this Deed of
Trust in the real property records, Lender may, at any time and without further authorization.from: Grantat,"file
executed countarparts, capies or repruductlons ot 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 Persanal Property from the Property, Upon default, Grantgr'shall assemble
any Persanal Property not affixed ta the Property in 3 manner and at a place reasonably convenient to Granfor and”

Lender and make it available to Lender within three (3) days after receipt of written demand from Léndér to the :

extent permitted by applicable law.

Addresses. The mailing addresses of Grantor {(debter} and Lender {secured party) from whlch mformanon :
concerning the security interest granted by this Deed of Trust may be obtained (each as required by the Unlfmm
Commercial Code} are as stated on the first page of this Deed of Trust,

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provisions relating to further ssurancesf. and_f'
attorney-in-fact are a part of this Deed of Trust; B

Further Assurances. At any tims, and from time to time, upon raguest of Lender, Granter will make, execute and

deliver, or will cause to be made, executed ar delivered, to Lander or to Lender’s designee, and when requested by .~

Lender, cause to be filed, recorded, refiled, or rerecorded, as the case may be, at such times and in such offices
and places as Lender may deem appropriate, any and all such mortgages, deeds of trust, security deeds, security
agreements, financing statements, continuation statements, instrumants of further assurance, certificates, and
ather docurments as may, in the sole apinion of Lender, be necessary or desirable in order to effectuate, complete,
perfect, continue, or preserve (1]  Grantor's abligations under the Mote, this Deed of Trust, and the Related
Documents, and {2} the liens and security interests craated by this Deed of Trust as first and prior liens on the
Property, whather now owned or hareafter acquired by Grantor. Unless prohibited by faw or | ander anraae - b -
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contrary in writing, Grantor shall reimburse Lender for alt costs and expenses incurred In connaction with the
matters referred to in this paragraph.

. Attornay-in-Fact. If Grantor fails to do any of the things referred 1o 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 deing all
pther things as may be necessary or desirable, in Lender's sole opinion, to accomplish the matters referred to in
tha precading paragraph.

. FULL PEHFORMANCE I Granter pays all the Indebtedness when due, and otherwise performs all the obligations

_|mpnsed upen “Grantor under this Deed of Trust, Lender shall execute and deliver to Trustee a request for full
reconvayarnce” and._shall exacute and deliver to Grantor suitable statements of termination of any financing statement on
file"evidencing Lender's security interest in the Rents and the Personal Property. Any reconveyance fea shall be paid by
Grantur if permltted by applicable law. The grantee in any reconveyance may be deacribed as the "person ar persons
legally entitled thereto”, and the recitals in the recoenveyance of any matters or facts shalt be conclusive proof ot the
truthtulness 01 any such matters or facts.

EVENTS OF DEFAULT. Each of the following, at Lender's optian, shall constitute an Event of Default under this Deed
of Trust:

Pavment Dalaull." Gfa_ntor “fails ta make any payment when due under the Indsbtedness.

Other Defaults. Gréntor fails ta comply with or t¢ perfarm any ather term, obligation, covenant ar condition
contained in this Deed of Trust or in any of the Related Dacuments or to comply with or to parform any term,
obligation, cdvenant or condman contalnad in any other agreement between Lender and Grantor.

Compliance Default. Failure to cnmplv with any other term, obligation, covenant ar condition contained in this
Deed of Trust, the:Note or in any, ef the Related Documents.

Default on Gther Payments. Fallure of Grantor within the tima raquired by this Deed of Trust ta make any payment
for taxes or insurance, of any other payment necessary ta prevent filing of or to effact discharge of any lien.

Faise Statements. Anv warran‘ly, represen!atlun or statement made ar furnished to Lender by Grantor or on
Grantor's bahalf under this Deed-af Trust ar the Relatad Documents is false or misleading in any material respect,
either now or at the time made or 1urnushed r becomes falsa or misleading at any time thereafter.

Defective Collateralization. THis Deed af Trust or any of the Related Documents ceases to be in full force and
efiect {including failura of any tdllaterat, dm:ument 1o creale a valid and perfected security interest or lien) at any
time and for any reasan, :

Death or insolvency. The dissclution of Grantor ] {regardless of whether election ta continue is made}, any
member withdraws from the limited habllltv edmpany, or any other termination of Grantor's existence as a gaing
business or the death of any member, the ingolvency of Grantor, the appointment of a receiver for any part of
Grantor's property, any assignment for the benefit of creditars, any type of crediter workout, or the
commencement of any proceeding under ady bankruptcy or insalvency taws by or against Grantor,

Craditor or Forfeiture Proceedlngs Commencemient of foreclosure. or farfeiture proceedings, whether by judicial
proceeding, selt-help, repossession or any other' method, by any- cradm:nr of Grantor or by any governmental agency
against any property securing the Indebtedness. This |nc|udes ‘8. garnishment of any of Grantor's accounts,
including depaosit 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 facfeiture
proceeding and if Grantor gives Lender written notice ofthe creditar or forfeiture proceeding and deposits with
Lender monies or a surety bond for the creditor or forfeiture progeseding, m an amount determined by Lender, in its
sole discretion, as being an adequate reserve or bond for the d|snute

Breach of Othar Agreement. Any breach by Grantor under the terms Df any other agreement between Grantor and
Lender that is not remedied within any grace period provided therein; including ‘without limitation any agreemant
congerning any indebtedness or other obligation of Grantor ta Lend:_ whether Bxlsung now or later.

Events Affacting Guarantor. Any of the preceding events accurs with respect’to anv guarantar, endorser, surety,
or accommodatian party of any of the Indebtedness or any guarantdr, endorser, surety; or accommodation party
dies or bacomes incompetent, or revokes or disputas the vatidity of,or ‘liability under, any Guaranty of tha
Indebtedness. In the event of a death, Lender, at its option, may, but shall not be required to, permit the
guarantor's estate to assume unconditionally the obligations arising under the; guaramy ina mannef satisfactory to
Lender, and, in doing sa, cure any Evant of Defauit. .

Adverse Changa. A material adverse change occurs in Grantor's financial condltlon or Lender believes the
prospect of payment or performance of the Indebtednass is impaired.

Insecurity. Lender in good faith believes itself insecure.

Hight to Cure. If any default, other than a default in payment is curable and if Grantor hasinot been given a notice
of a breach of the same provigion of this Deed of Trust within the preceding twelve [12] ' months, it may:be cured if
Grantor, after receiving written notice from Lender demanding cure of such default: {11 giires the-default within
ten (101 days; ar (2) it 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 completas all_reasonable

and necessary steps sutficient to produce compliance as soon as reasanably practical.

RIGHTS AND REMEDIES ON DEFAULT. Jf an Event of Default occurs under this Deed of Trust, at any’ tlme lhereafter, :

Trustee or Lender may exercise any ane or more of the following rights and remedies:

Elgction of Remedies. Elaction by Lender to pursue any remedy shall not exclude pursuit of any other remedy, and .
an election to make expenditures or te take action to perform an obligation of Grantor under this Deed. of: Trust

after Granter's failure to parform, shall not atfact Lender's right ta declare a default and exercise its remadigs.

Accelecate Indebtedness. Lender shall have the right at its option to declare the entire Indebtedness |mmedlately
due and payable, including any prepayment penalty which Grantor would be required to pay.

Foreclosura. With raspect to all or any part of the Real Property, the Trustee shall have the right to exercise its
power of sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by judicial - '

fgreclosure, in either case in accordance with and to the full extent provided by applicable law.

UCC Remedies. With respect to all or any part of the Persanal Property, Lender shall have all the rights and
ramedies of a secured party under the Uniform Commarcial Code,

Collect Rents. iender shall have the right, without notice to Grantor to take possession of and manage the
Property and collect the Rents, including amounts past due and unpaid, and apply the net proceeds, over and
above Lender's gosts, against the Indebtadness. In furtherance of this right, Lender may require any tenant of

M
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other user of the Property to make payments of rent or use fees directly to Lender. If the Rents are collected by
Lender, then Grantor irrevocably designates Lender as Grantar's attorney-in-fact to endarse instrumants received in
payment thereof in the name of Grantor and te negotiate the same and callect the procesds. Payments by tenants
“or other users to Lender in response to Lender's demand shall satisfy the obligations for which the payments are
: .rna_de whether ¢r net any proper grounds for the demand existed. Lender may exercise ita rights under this
'suhparagraph either in person, by agent, ar through a receiver.

Appomt Receiver. Lender shall have the right to have a receiver appointed to take possession of all or any part of

- thé Property, with the power to protect and preserve the Property, to eperate the Property preceding or pending
" foragiosure ar sale, and to collect the Rents from the Property and apply the proceeds, aver and abrave the cost of
the recewershlp, againat the Indebtedness. The receiver may serve without bond if permitted by law. Lender's
~Tight'to the appointment of a receiver shall exist whether or not the apparent value of the Praperty exceeds the

. Indebtedness. by a substantial amaunt. Employment by Lender shall not disqualify a person from serving as a
receiver;

Tenancy at.. Sufferance If Grantor remains in possession of the Property after the Property is sold as provided
above gr Lender otherwise becomes entitled to possession of the Property upon default of Grantor, Grantor shall
becurna s.tenant at’sufferance of Lender or the purchaser of the Property and shall, at Lender’s option, either (1)
pay'a reasonable rental 1or the use of the Property, or {2) vacate the Property immediataly upon the demand of
Lender. ; .

Other Remedies, Trustae or Lender shall have any other right or remedy provided in this Deed of Trust or the Note
or by law.

Notice of Sale, Lender shalt gwa Grantor reasonable notice of the time and place of any public sale of the Personal
Property or of the time-after whighiany private sale or other intended disposition of the Personal Property is to be
made. Reasonablg nptice shall mean notice given at least ten (10) days before the time of the sala or disposition.
Any sale of the Petscnal Property. may _bs made in conjunction with any sale of the Real Property.

Sale of the Property:. Tou'thie extent-permitted by applicable law, Grantor hereby waives any and all rights to have

the Praperty marshalled:Inéxercising’its rights and remaedies, the Trustee or Lender shall be free to sell alt or any

part of the Property toget or separately, in one sale or by separate sales. Lender shall be entitled to bid at any
public sale an all or any portion-of the Property.

Attorneys' Fees; Expenses. If Lender jnstitites any suit or action to enforce any of the terms of this Deed of
Trust, Lender shall be entitled to recuver such.sum as the court may adjudge reasonable as attorneys’ fees at triat
and upon any appeal. Whether or not’ any ; caurt actian is involved, and ta the extent not prohibited by law, all
reasonable expenses Lender incurs that inLender's ‘opinion are necessary at any tims for the protection of its
interest or tha enforcement of its rights shall bagaine, a part of the Indebtedness payable on demand and shall bear
interest at the Note rate from the date.of'the axpendnure until repaid. Expenses covered bv this paragraph includa,
without limitation, however subject to anydimits under applicable law, Lender's attorneys' fees and Lender’s legal
expenses, whether or not there is a lawsuit; incuding attorneys’ fees and expenses for bankruptey proceedings
lingluding efforts 1o medify or vacate any aitomatic stay or injunction}, appeals, and any anticipated pnst-ludgment
coliection services, the cost of searching recards, obtaining title reports {including foreclesure reports), surveyors'
reports, and appraisal fees, title insurance, arid.fees for the Trustée, to the extent permitted by applicable law.
Grantor also will pay any court costs, in addition to all other sums provided by law.

Rights of Trustes. Trustee shall have all of the rights and-duties of Léqde_r as set forth in this section.

POWERS AND OBLIGATIONS OF TRUSTEE. The following provisions relating/to the powars and obligations of Trustee
(pursuant to Lender's instructions) are part of this Deed of Trust

Powars of Trustee. ln addition to all powers at Trustee arlsmg as a rnattef of Taw, Trustee shall have the power ta
take the following actions with respect to the Property upon the writtén requast ot Lender and Grantor: (8) join in
preparing and filing a map or plat of the Reat Property, including the, dedication. of streets or other rights to the
public; {b} join in granting any easement or creating any restriction on the Real Praperty; and (¢} join in any
subardination or other agreement affecting this Deed of Trust or 1he intarest of Lendar under this Deed of Trust.

Obligations to Notify. Trustee shall not be obligated to notify any mher party of 'a panding sale under any other
trust deed or lien, ar of any action or proceeding in which Grantor,“Lander,-or Trustee shall be a party. unlass
reguired by applicable law, or unless the action or preceeding is brought by Truatee

Trustee. Trustee shall meet all qualifications required for Trustee under appllcabie law. In: ad_ditian to the rights
and remedies set forth above, with respect to all or any part of the Praperty, the Trustee shall have the right to
foreclose by notice and sale, and Lendar shall have the right to foreclose by rudrmal Toreclosure in. either case in
accordance with and to tha tull extent provided by applicable law.

Successor Trustes. Lender, at Lender's cption, may fram time to time appoint a successqr Truslee to any Trustee
appointed under this Deed of Trust by an instrument executed and acknowledged by I.:ender and recorded in the
office of the recorder of SKAGIT County, State of Washington. The instrument shall’ cgntain, in_addition 10 alt
other matters required by state law, the names of the original Lender, Trustee, and Grantor, the book and page or
the Auditar's Fila Number where this Deed of Trust is recorded, and the name and address of the successor
trustee, and the instrument shall be executed and acknawledged by Lender or its successors in interest: The
successor trustee, without conveyance of the Property, shall succeed to all the title, power, and guties:caonferred
upon the Trustee in this Deed of Trust and by applicable law. This procedure for substltutlun
govern to the axclusion of all ather provisions for substitution,

Tmstae shall.

NOTICES. Subject to applicable law, and except for notice required or allowed by law to be given in another memner T

any notice required to be given under this Deed of Trust, including without limitation any notice of default and any

notice of sale shall be given in writing, and shall be effective when actually delivered, whaen actually re_celved by .

teletacsimile funless otherwise required by law), when deposited with a nationally recagnized overnight courier, or, i

mailed, when deposited in the United States mail, as first class, certified or registered mail pestage prepaid, direcied 10~

the addresses shawn near the beginning of this Deed of Trust. All copies of notices of faraclosure trom the holder of
any lien which has priority aver this Deed of Trust shall be sent ta 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 farmal writfan

notice to the other parties, specifying that the purpose of the notice is to change the party’s address. For notice. .

purposes, Grantor agrees to keep Lender informad at all times of Grantor's current address. Subject te applicable law,
and except for notice required or allowed by law to be given in another manner, it there is more than ¢nae Grantor, any
notice given by Lender to any Grantor is deemed ta be notice given to all Grantors.

MISCELLANEOUS PROVISIONS. The folowing miacellanaous provisions are a pert of this Deed of Trust:

Amendments. This Deed of Trust, tagether with any Related Documents, constitutes the entiré understanding and
agreement of the parties as to the matters sef forth in this Deed of Trust. No alteration of or amendment to this
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Deed of Trust shall be effactive unlass given in writing and signed by the party or parties sought to be charged or
bound by the alteration or amendment.

- Annual Reports. |{ tha Property is used for purposes other than Grantor's residence, Grantor shall turnish 10
Lender, upon request, a certifind statement of net operating income received from the Property during Grantor's
‘previous fiscal year in such form and detail as Lender shall raquire. "Net operating incame” shali mean all cash
receipts from the Property less all cash expenditures made in connection with the operation of the Pragerty.

«* Arbitration. Grantor and Lander agres that all disputes, claims and co sies between them whether individual,
joint, o class in nature, arising from this Deed of Trust or atherwise, including without limitation contract and tort

* dispiites, shall be arbitrated pursuant ta the Rules of the American Arbitration Association in effect at the time the
_-claim-is filed, upon request of either party. No¢ act to take or dispose of any Property shall constitute a waiver of

" this arbitration. agreement or be prohibited by this arbitration ag t. This inchud without limitation,
“obtaining injunctive relief or a temporary restraining order; invoking a power of sale under any deed of trust or
mortgage; obtaining a writ of attachment or imposition of a receiver: or exercising any rights relating to persanal
property, including taking or disposing of such property with or without judicial process pursuant to Article 9 of the
Uniform.-Commiercial Code. Any disputes, claims, or cantroversies concerning the lawfulness or reasonableness of
any Bot, prexercise. of.any right, concerning any Property, including any claim to rescind, reform, or otherwise
modify.-any agreement relating to the Property, shall also be arbitrated, provided however that no arbitrator shall
have the right or'the powst to enjoin or restrain any act of any party. Judgment upon any award rendered by any
arbitrator may be entered in any court having jurisdiction. Nothing in this Deed of Trust shall preclude any party
from seeking equitable relief from & court of competent jurisdiction. The statute of limitations, estoppel, waiver,
laches, and similar dogctiines which would otherwise be applicabla in an sction brought by a party shall be
applicable in any arbitration progeeding, and the commencement of an arbitration proceading shall be deemad the
commencement of ‘an.-action for these purposes. The Federal Arbitration Act shall apply to the construction,
interpretation, and:enforcement of this arbitration provision,

Caption Headings. - Caption headings in‘this Deed of Trust are for convenience purpeses only and are not to be
used to interpret or defing the provisions.of this Deed of Trust.

Merger. There shall be no nie:rger of the interest or estate created by this Dead of Trust with any other interest or
estate in the Property at any ‘time held by or for the benefit of Lender in any capacity, without the written consent
of Lender. L o :

Governing Law, This Dead of"l"ru__sl will be’ g__ov;erned by federal Jaw applicable to Lender and, to the axtent not
preempted by faderal law, the laws of the State of Washington without regard ta its conflicts of law provisions.
This Deed of Trust has been accepted by Lerider in the'State of Washington,

No Waiver by Lender. Lender shall not bp-deemeﬂ'm have waived any rights under this Deed of Trust unless such
waiver is given in writing and signed by.Lendef. No delay or omission on the part of Lender in exercising any right
shall operate 58 a waiver af such right or any other right, A waiver by Lender of a provision of this Deed of Trust
shall not prejudice or constitute a waiver df Lender's right otherwise to demand strict compliance with that
pravision or any other provision of this Degd.of Trust. Na prior waiver by Lender, nor any course of dealing
between Lender and Grantor, shall constitutea waiver of any of Lander's rights or of any of Grantor's obligations
as 1o any futura transactions. Whenever the consent of Lender is required under this Deed of Trust, the granting
of such consent by Lendar in any instance shall not constitute’ continuing consent to subsegquent instances where
such consent is reguired and in all cases such consent may-te grantéd or withheld in the sole discretion of Lender.

Severability. If a court of campetent jurisdiction finds:any. provision of this Deed of Trust to be illegal, invalid, or
unenforceable as to any circumstance, that finding shall not make the offending provision illegal, invalid, or
unenforceable as to any other circumstance. If feasible; the offending provision shall be cansidered modified so
that it becames lepal, valid and enforceable. If the offending.provision ‘¢annot be so modified, it shall be
considered deleted from this Deed of Trust. Unless otherwise réquired by law, the illegality, invalidity, or
unenforceability of any provision of this Deed of Trust shall not affgct.the legality, validity or enforceability of any
other provisian of this Dead of Trust. Lok

Successors and Assigns. Subiect to any limitations stated in this Deed of Trust oni transier of Grantor's interesy,
this Deed of Trust shall be binding upon and inure to the benefit of the -parties, -their successors and assigns. if
ownership of the Property becomes vested in a person other than Grantor, Lender,swithout notice to Grantor, may
deal with Grantor's successors with reference to this Deed of Trust and the Indebtedness by way of forbearance or
extension without releasing Grantor from the obligations of this Deed of Trust or liability under the Indebtedness.

Time is of the Essence. Time is of the essence in the perfarmance of this Deed of Trust.

Waive Jury. Al parties to this Daed of Trust hereby waive the tight to any jury trial.in any action, proceeding, or
counterclaim brought by any party against any other party. RO

Waiver of Homestead Exemption. Grantor hereby releases and waives all rights and benefits of the homestead
examption laws of the State of Washington as to all Indebtednass secured by this Deed of Trust. B

DEFINITIONS, The following capitalized words and terms shall have the follawing meanings when used’in this Beed of
Trust. Unlass specifically stated to the cantrary, all references to dollar amounts shall mean amounts in-lawfulmoney
of the United States of America. Words and terms used in the singular shall include the plural,. and the plural shalt
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 Uniform Commercial Code: R T .

Beneficiary. The word "Beneficiary”™ means BANK QF THE PACIFIC , and its successors and assigﬁs

Borrower, The word "Borrower™ means HANSELL/MITZEL LLC and includes all co-signers and co-makers"'s_iéﬁing"
the Note and all their successors and assigns. e

Deed of Trust. The words "Deed of Trust” mean this Deed of Trust amang Grantar, Lender, and Tni'sre'e, and '
includes without limitation all assignment and security interest provisions relating to the Personal Property.-and. -
Rents, :

Deofault, Tha ward "Dafault” means the Default set forth in this Deed of Trust in the section titled “Delault™.

Event of Defaull. The words "Event of Defauit" 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. :

Grantor. The word "Grantor” means HANSELL/MITZEL LLC.

Guaranty. The word "Guaranty” means the guaranty from guarantor, endorsar, surety, of accammodation party to
Lender, including without limitation a guaranty of all or part of the Nete,

Improvements. The word "improvements™ means all existing and future improvements, huildings, structures,
mabile hames affixed on the Real Property, facilities, additions, repl=~emanta and nther construction on the Real
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Property.

Indebtedness. The word "Indebiedness” means all pringipal, interest, and cther amounts, costs and expenses

-payable undesr the Note or Related Documents, together with all renswals of, axtensions of, modifications of,
cansalidations 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 ta enforce Grantor’s
obligations under this Deed of Trust, together with intarast on such amounts as praviged in this Deed of Trust.

4 i.a_ride;. _The word "Lender” means BANK QF THE PACIFIC , its successors and assigns.

" -Note.” The word "Note" means the promissory note dated December 1, 2003, in the original principal

amount of $4,600,000.00 from Grantor to Lender, together with all renewals of, extensions of,

~“madifications: af, refinancings of, consolidations of, and suhstitutions for the promissory note or agreement.
_NOTICE TO'GRANTOR: THE NOTE CONTAINS A VARIABLE INTEREST RATE.

Persnng_l' Property:. The words "Personal Property” mean all equipment, fixtures, and other articles 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
praperty; and together with all issues and profits thergon and proceeds {including without limitation all insurance
praceeds and:refunds’of premiums) fram any sale or other disposition of the Property.

Praperty. The word f'Pr.opé'rty“ means coflectively the Real Property and the Personal Property.

Real Property. Trie words
Daed of Trust:” . )
Relatad Documentsi. ___Th'é wo"'rdg'a_'Related Documants" mean all promissory notes, credit agreements, loan
agreements, puaranties, security ‘agreements, mortgages, deeds of trust, gecurity deeds, collateral mortgages, and
all other instruments, agreaments and decuments, whether naw or hereafter existing, exacuted in connection with
tna Indebtedness; provided, that tha erivironmantal mdamnity agreaments are not "Related Documents” and are
not secured by this Deed ofTrust. -+

Rents. The ward "Rents” means all present and future remis, revenues, income, issuas, royalties, profits, and
other benefits derived from the Property,

Trustes. The word "Trustee” means‘FiB_S_ AMERICAN TITLE COMPANY OF SKAGIT COUNTY, whose mailing
address is P O BOX 1667, MOUNT__VEHNON; Wit 98273 and any substituie or SucCessor trustees.

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

"Real Property” mean the real praperty, interests and rights, as further described in this

GRANTOR:

HANSELL/MITZEL LLC |

~ o . Y )

JENSELI., To-MFanager of HE

LIMITED LIABILITY COMPANY AG::I;(NbWLE_bQMENT
STATE OF 7’111/5’(?‘,/}" :’-M,Z‘:’\) ) . L
COUNTY OF /\df} j%{," Gj/g/j :ss L i
ontnis AL 748 v day of &,Z?‘./W/;’/ﬂ/ﬂ Y 20 4@ 'before.:r'n'e_, the undersigned

Naotary Public, personally appeared r. JEFFRE¥ D HANSELL;" Co-Manager of
HANSELL/MITZEL LLC, and personally known to me or proved to me on the basis of sgtisfattory evidence to he
members or designated agents of the limited liability company that executed the Deed of Trust and acknowledged the
Deed of Trust to be the free and voluntary act and deed of the limited liability campany, by authority of -§tatuts, its
articles of organization or its operating agreement, for the usas and purposes therein mentigned, and_on cath stated
that they.gre authorized to execute this Deed of Trust and in fact executed the Dead of Trust on-behalf gi the limited

ozl L/f%iﬁ”“

Notary Public in and for the State of L{:’% T
7 ¢
{

a
e
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STATE OF WASHINGTON, } ) ' ACKNOWLEDGMENT - Attorney in Fact
_ A N

Counry of M&c /L//q
On this: ,‘9\5’?}1 ddyurg Aot - -H’;Zé%%df . before wme persosafly

appearcy ¥ LA~

I me known 1o be the individoal who executed the

forepoing nstrument as Adumey i Fact T

and scknowledged that shefshe) signed .l.hé_ same us drsther) ree and voluntdy act and deed as Adlemey in Fact {or sakd principal
for the uses and purposes therein mentiofied, and ‘on’ aith siicd that the Power of Atiorney authovizing the cxecution of this

inslrument has not been revoked and ti said principal is now living and is not insane,

GIVEN under my hund and official seal the day and year lost above written.

g , 4
SNk Prblic g and for the State of Washiggroo,

residingal-. &Lw 7 ?/CK{‘

My appointment expires

.
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REQUEST FOR FULL RECONVEYANCE

T Ter , Trustee

e Diates’ s ' Beneficiary:

The ‘undarsigned is the legal owner and holder of all indebtedness secured by this Deed of Trust. You are hareby
requested, upon payment of all sums owing to you, to reconvey without warranty, 1o the persons entitled thereto, the
I'I’ht title and interest now held by you under the Deed of Trust.

By:
Its:

TAZZA FAD Lending, ver. 5.30.00.004 Lopr, Harlond Facssis Snhwnna, inc. 1897, 000, All Al l Redctoed. - Wi e CHICPILPLIGAN.FC TR-0B PR-10
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