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THIS DEED OF TRUST is dated November: 286, 2002 among Hansell/Mitzel, L.L.C.; A
Washington Limited Liability Company ("Grantor"), Horlzon Bank, whose mailing address is
Burlington Office, PO Box 642 / 1020 South Burlmgton Blvd, Burlington, WA 98233 (referred
to below sometimes as "Lender" and sometimes as. "Beneflciary“), and Westward Financial
Services Inc, whose mailing address is 1500 Cornwall Avenue, Bellingham, WA 98225
{referred to below as "Trustee"). § g .
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CONVEYANCE AND GRANT. For valuable conslideration, Grantor conveys to Trustee in trust with power of sale, right
of entry and possession and for the benefit of Lender as Beneficiary, all of Grantor's right, title, and intersst in and to the
igliowing 'described) real property, together with all existing or subsequently eraected or affixed buildings, |mprovements and
fixtures; all easements, rights of way, and appurtenances; all water, water rights and ditch rights (including stock in utilities
with ditch or |rr|gat|on nghts) and all other rights, royalties, and rofits relating to the real proper?r lncludm without limitation

all minerals, ofl, gag, geothermal and similar matters, (the "Real Property") located in Skagt County, State

of Washington: .-

Lots 8, 9, 3637 and 38, "Skagit View Estates", recorded November 15, 2002 under
Auditor’s File No"-20021 1150098, records of Skagit County, Washington.

The Real Property or. Its address is commonly known as Lot 8- 2408 S. 18th Street
Lot 9-to come . -
Lot 36-2519 S. 18th- Street

Lot 37-2520 S. 18th Street .
Lot 38-2514 S. 18th Street Mount Vernon, WA 98274, The Real Property tax identification

number is 340429- 3—022—0001 P28735
340429-3-021-0002 P_23734_..
340429-4-011-0002 P28755 -
340429-4-012-0001 P23757

REVOLVING LINE OF CREDIT.. Specll'tcelly, in“addition to the amounts specified in the Indebtedness definition, and
without limitation, this Deed of Frust géecures a revolving line of credit,with a variable rate of interest, which obligates
Lender to make advances to Grantor-so long-as Grantor complies with all the terms of the Note and the line of credit
has not been terminated, suspended or-cancelled; the Note allows negative amortization. Funds may be advanced by
Lender, repaid, and subsequently readvariced. Theunpald balance of the revolving line of credit may at certain times
be lower than the amount shown or zero, . A-Zero balance does not terminate the line of credit or terminate Lender’s
obligation to advance funds to Grantor. Therefore, the lien of this Deed of Trust will remain In full force and effect
notwithstanding any zero balance.

Grantor hereby assigns as security to Lender, al! of Grantor’s nght titte, and interest in and to all leases, Rents, and profits of
the Property. This assignment is recorded in accardance with RCW 65.08.070; the lien created by this assignment is intended
to be specific, perfected and choate upon the recording-of this Deed of Trust. Lender grants to Grantor a license to collect
the Rents and profits, which license may be revokéed.at Landsrs option and shall be automatically revoked upon acceleration
of all or part of the Indebtedness.

THIS DEED OF TRUST, INCLUDING THE ASSiGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS
AND PERSONAL PROPERTY, IS GIVEN TO SECURE (A) PAYMENT OF THE INDEBTEDNESS AND (B)
PERFORMANCE OF ANY AND ALL OBLIGATIONS UNDER THE NOTE, THE RELATED DOCUMENTS, AND THIS DEED
OF TRUST. THIS DEED OF TRUST IS GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Except as otherwise prowdad in thig Deed of Trust, Grantor shall pay to Lender all
amounts secured by this Deed of Trust as they become due, and $hall strictly and in a timely manner perform all of Grantor’s
obligations under the Note, this Deed of Trust, and the Related Documents:”

CONSTRUCTION MORTGAGE. This Deed of Trust is a "construchon 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 agrses that Grantcr’s possession and use of the Property
shall be govemed by the following provisions:

Possession and Use. Until the occurrence of an Event of Defauit, Grantor may (‘1) remain in possession and control of
the Property; (2) use, operate or manage the Property; and (3) callect the Rents:-frem.the Property (this privilege is a
license from Lender to Grantor automatically revoked upon defau!t) The following provisions relate to the use of the
Property or to othet limitations on the Property. Tha Real Proparty is not used pnnctpally for agncultural PUrpOSes.

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

Compliance With Environmentat Laws. Grantor represents and warrants to. Lendsr that m During the period of
Grantor’s ownership of the Property, there has been no use, generation, manufacture; storage, treatment, disposal,
release or threatened release of any Hazardous Substance by any person on, under-abott or from the Property, (2)
Grantor has no knowledge of, or reason to balieve that there has been, except: as previoysly ‘disclosed to and
acknowledged by Lender in writing, (a) any breach or violation of any Environmental Laws, {b) any use, generation,
manufacture, storage, treatment, disposal, release or threatened release of any Hazardous Siibstance.on, under, about

or from the Property by any prior owners or occupants of the Property, or {(c) any actual or threatensd litigation or
claims of any kind by any person relating to such matters; and (3} Except as praviously disclosed to and acknowledged

by Lender in writing, (a) neither Grantor nor any tenant, contracter, agent or other authorized, siserof the Progerty shall

use, generate, manufacture, store, treat, dispose of or release any Hazardous Substance ori, under, about or from the
Property; and (b} any such activity shail be conducted in compliance with all applicable federal -State’ and-local laws,
regulations and ordinances, including without limitation all Environmental Laws. Grantor authiorizes Lendef and its
agents to enter upon the Property to make such inspections and tests, at Grantor's expense, ‘as Lender may deem
appropriate to determine compliance of the Property with this section of the Deed of Trust. Any irispections ortests
made by Lender shalt be for Lender's purposes only and shall not be construed to create any responsibility of liability:or,

the part of Lender to Grantor or to any other person. The representations and warranties contained herein are’based on .
Grantor's due diligence in investigating the Property for Hazardous Substances. Grantor hereby {1) ‘teleases and
waives any future claims against Lender for indemnity or contribution in the event Grantor becomes liable for.cleanup or .+,
other costs under any such laws; and {2} agrees fo indemnify and hold harmless Lender against any and all claims, = -
losses, llabilities, damages, penalties, and expenses which Lender may directly or indirectly sustain or suffer-resulting’ *
from a breach of this section of the Deed of Trust or as a consequence of any use, generatson manufacture, storage,” -
disposal, release or threatened release occurring prior to Grantor's ownership or interest in the Property, whethér or ot
the same was or should have been known to Grantor. The provisions of this section of the Deed of Trust, including the -~
obligation to indemnify, shall survive the payment of the Indebtedness and the satisfaction and reconveyance of the lign: -
of this Deed of Trust and shall not be affected by Lender's acquisition of any Intersst in the Property, whether: by
foreclosure or otherwise. '

Nuisance, Waste. Grantor shall not cause, conduct or permit any n T - Hoe oo otrinninn of
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' _pr:'\'rvaéte on or to the Property or any portion of the Property. Without limiting the generality of the foregoing, Grantor will
# < not remove, or grant 1o any other party the right to remove, any fimber, minerals (including oil and gas), coal, clay,
_-8coria; soil, gravel or rock products without Lender's prior written consent.

Remd"\iél“pf Improvements. Grantor shall not demolish or remove any Improvemnents from the Real Property without
‘Lehder's prior: written consent. As a condition to the removal of any Improvements, Lender may require Grantor to make
arrangements'-satisfactory to Lender 10 roplace such Improvements with Improvements of at least equal value.

:Lenders Right to Enter. Lender and Lender's agents and representatives may enter upon the Real Property at all
reasonable timeé to attend to Lender's interests and ta inspect the Real Proparty for purposes of Grantor's compliance
with the terms and canditions of this Deed of Trust.

Cclmpllance with Governmental Requirements. Grantor shall promptly comply, and shall prompily cause compliance
by all agents, teriants or gther persons or entities of every nature whatsosver who rent, lease or otherwise use or occupy
the Property in any manner, with all laws, ordinances, and regulations, now or hereafter in effect, of all governmental
authorities applicable: to the'use or occupancy of the Property, inciuding without limitation, the Americans With Disabilities
Act. Grantor may coritest. ingood faith any such law, ordinance, or regulation and withhold compliance during any
proceeding, inchiding a’p__prcipriﬂe appeals, so long as Grantor has notified Lender in writing prior to doing so and so
long as, in Lender's sole-gpirion, Lender's interests in the Property are not jeopardized. Lender may require Grantor to
post adequate security ora surety:bond, reasonably satisfactory to Lender, o protect Lender's interest.

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

Construction Loan. If some.or all of the procesds of the loan creating the Indebtedness are to be used to construct or
complete construction of any Improvements on the Property, the Improvements shall be completed no later than the

maturity date of the Note (or such earlier'date as Lender may reasonably establish) and Grantor shall pay in full ali costs
and expenses in connection with-the work. ‘Lender will disburse loan proceeds under such terms and conditions as

Lender may deem reasonabiy.necessary to-insure that the interest created by this Deed of Trust shall have priority over
all possible liens, including those of-matérial suppliers and workmen. Lender may require, among other things, that

disbursement requests be supported-by receipted bills, expense affidavits, waivers of liens, construction progress

reports, and such other documentation as Lender may reasonably request.

DUE ON SALE - CONSENT BY LENDER. Lerider may, at Lender's option, (A) declare immediately dus and payable all
sums secured by this Deed of Trust or (BY increase the interest rate provided for in the Note or other document evidencing
the Indebtedness and impose such other conditions as Lend__ar"deems appropriate. upon the sale or transfer, without Lender’s
prior written consent, of all or any part of the Real Proparty; or any interest in the Real Property. A "sale or transfer® means the
conveyance of Real Property or any right, title or interest in-the Real Property; whether legal, beneficial or equitable; whether
voluntary or involuntary; whether by outright sale; deed, installment sale contract, land contract, contract for deed, leasshold
interest with a term greater than three (3) years, léase-option contract, or by sale, assignment, or transfer of any bensficial
intgrest in or to any land trust holding title to the Real Property, or by any other method of conveyance of an interest in the
Real Property. If any Grantor is a corporation, paririership or limited liability company, transfer also includes any change in
ownership of more than twenty-five percent {25%) of the voting stock, partnership interests or limited liability company
interests, as the case may be, of such Grantor. However, this optlen shal! not be exsercised by Lender if such exercise is
prohibited by federal law or by Washington law.

TAXES AND LIENS. The following provisions relating to the t&xes and hens on the Property are part of this Deed of Trust:

Payment. Grantor shall pay when due (and in all avents pnor to deimquency) all taxes, special taxes, assessments,
charges (including water and sewer), fines and lmposmons levied-against or on account of the Property, and shall pay
when due all ¢claims for work done on or for services rendered .or material fumished to the Property. Grantor shall
maintain the Property free of all liens having priority over or equal to the iritarést of Lender under this Deed of Trust,
except for the lien of taxes and assessments not due and except as. othanmse prov:ded in this Deed of Trust.

Right 10 Contest. Grantor may withhold payment of any tax, ass_assment, _or___claum in connection with a good faith
dispute over the obligation to pay, so iong as Lender's interest in the- Property is not jeopardized. If a lien arises or is
filed as a result of nonpayment, Grantor shalt within fiftsen (15) days-after the lien arises or, if a lien is filed, within fifteen
{15) days after Grantor has notice of the filing, secure the discharge of the-lien,-or if requested by Lender, deposit with
Lender cash or a sufficient corporate surety bond or other security satisfagtory: 10 Lender in an amount sufficient to
discharge the lien plus any costs and attorneys' fees, or other charges that could accrue as a result of a foreclosure or
sale under the tien. In any contest, Grantor shall defend itself and Lender and shall satisfy any adverse judgment before
enforcement against the Property. Grantor shall name Lender as an addmonal obllgee under any surety bond furnished

in the contest proceedings.

Evidence of Payment. Grantor shall upon demand fumnish to Lender satlsfactory ewdence of payment of the taxes or
assessments and shall authorize the appropriate governmental official to deliver 1o Lender at any t|me a written statement
of the taxes and assessments against the Property.

Notice of Construction, Grantor shall notify Lender at least fifteen (15) days befora any’ work is“commenced, any
services are furnished, or any materials are supplied to the Property, if any mechariic’s, lien, materialmerr’s lien, or other
lien could be asserted on account of the work, services, or materials. Grantor will upori request of Lender furnish to
Lender advance assurances safisfactory to Lender that Grantor can and will pay the cost of such |mprovements

PROPERTY DAMAGE INSURANCE. The following provisions relating to insuring the Property are a pan of thls Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and maintain policies of fire insurance W|th standard extandad
coverage endorsements on a replacement basis for the full insurable value covering all lmprovemems an’ the Real
Property in an amount sufficient to avoid application of any coinsurancs clause, and with a standard’ mcrtgagee clause.n
favor of Lender. Grantor shall also procurs and maintain comprehensive general liability insurance in-such coverage
amounts as Lender may request with Trustee and Lender belng named as additional insureds in suchiilability insurance
policies.  Additionally, Grantor shall maintain such other insurance, including but not limited to hazard, business
interryption, and boiler insurance, as Lender may reascnably require. Policies shall be written in forrn, 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 satusfactory to Lender, including stipulations that coverages will not be cancelled or diminished without at fsast ” -
ten (10} days prior written notice to Lender, Each insurance policy also shall include an endorsement providing that' .
coverage in favor of Lender will not be impaired in any way by any act, omission or default of Grantor or any others _
person. Should the Rsal 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,. i
available, within 46 days after notice is given by Lender that the Property is located in a special fiood hazard area, for the
full unpaid principal balance of the loan and any prior liens on the property securing the loan, up to the maximum policy
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¢ 'limits set under the National Flood Insurance Program, or as otherwise required by Lender, and to maintain such
insurance for the term of the loan.

VAppflcatIon of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the Property. Lender may
< make proof of loss if Grantor fails to do so within fifteen (15) days of the casualty. Whether or not Lendsr’s security is
impaired, Lender may, at Lender’s election, receive and retain the proceeds of any insurance and apply the proceeds to
ihe 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 to 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 expenditure,
pay or reimburse Grantor from the proceeds for the reasonable cost of repair or restoration if Grantor is not in default
under this Deéd of:-Trust. 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 Property 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 Indebtednaess, If Lender holds any proceeds after payment in full of the Indebtedness, such proceeds

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

Grantor's Report on Insuranoe. Upon request of Lender, however not mors than once a year, Grantor shall furmnish 1o
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.policy; “(4) the property insured, the then current replacement value of such property, and the manner
of determining that value;sand.-(5). the expiration date of the policy. Grantor shall, upon request of Lender, have an
independent appraiser satrsfactory to Lender determine the cash value replacement cost of the Property.

LENDER'S EXPENDITURES: # gny. action or proceeding is commenced that would materially attect Lender's interest in the
Praperty or if Grantor fails fo comply with any provision of this Deed of Trust or any Related Documents, including but not
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 behalf may (but shall not be obligated to) fake any action that Lender
deems appropriate, including but riot limited: to' discharging or paying all taxes, liens, security interests, encumbrances and
other claims, at any time levied or placed on:the-Proparty and paying ali costs for insuring, maintaining and preserving the
Property. All such expenditures incuiiéd or paid by Lender for such purposes will then bear interest at the rate charged
under the Note from the date incurretor pajd'by.Lender to the date of repayment by Grantor, All such expenses will become
a part of the Indebtedness and, at Lender's option, wil {A) be payable on demand; (B) be added 1o the batance of the
Note and be apportioned among and be’ payable with-atiy-installment payments to becoma due during either (1) the term of
any applicable insurance policy; or (2) the remaining term-of the Note; or (C) be treated as a balloon payment which will be
due and payable at the Note’s maturity. Thie Deed of Trust also will secure payment of these amounts. Such right shall be in
addition to all other rights and remadies to which: Lander may be entitled upon Default.

WARRANTY; DEFENSE OF TITLE. The followmg prowsrons relatlng to ownership of the Property are a part of this Deed of
Trust:

Title. Grantor warrants that: {a} Grantor holds good and marketahlg tifle of record to the Proparty in fee simple, free
and clear of all liens and encumbrances othér than those set forth in the Real Property description or in any title
insurance policy, title report, or final title opinion issued in favor of, and accepted by, Lender in connection with this Deed
of Trust, and (b) Grantor has the full right, power, and authority to execute and deliver this Deed of Trust to Lender.

Defense of Title. Subject to the exception in the paragraph above; Grantor warrants and wilt forever defend the title to
the Property against the lawful claims of all persons. In the event any. agtion 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 nominal party in such proceeding, bit Lender shall be entitled to participate in the
proceeding and 1o be represented in the procesding by counsel of Lender's own choice, and Grantor will deliver, or
cause to be defivered, to Lender such instruments as Lender, may request from time to time to permit such participatiort.

Compliance With Laws. Grantor warants that the Property’ and Grantors USe of the Property complies with all existing
applicable laws, ordinances, and regutations of governmental authormes LT

Survival of Representations and Warranties. All representations,. warrantles and agreements mads by Grantor in this
Deed of Trust shall survive the execution and delivery of this Deed ‘of Trust, 5hall be continuing in nature, and shall
remain in full force and effect until such time as Grantor's Indebtedness shall be pard in full.

CONDEMNATION. The following provisions relating to condemnation proceedlngs are a partof this Deed of Trust:

Proceedings. If any proceeding in condemnation is filed, Grantor shall promptly oty Lender in writing, and Grantor
shall promptly take such steps as may be necessary to defend the action arid obtain the award. Grantor may be the
nominal party in such proceeding, but Lender shall be entitled to participate in the proceeding and to be represented in
the proceeding by counsel of its own cheice all at Grantor's expense, and Grantor will deliver or.cause o be delivered to
Lender such instruments and documentation as may be requested by Lender frorn tlrne to time to permit such
participation.

Application of Net Preceeds. if all or any part of the Property is condemned by emrnent domaln proceedings or by any
proceeding of purchase in lieu of condsmnation, Lender may at its election require that all or any portion of the net
proceeds of the award be applied to the Indebtedness or the repair or restoration of tHe Property The net proceeds of
the award shall mean the award after payment of all reasonable costs, expenses, and attorneys fees ineurred by Trustee
or Lender in connection with the condemnation.

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES. The followmg prowsmns reiatlng to
govemmental taxes, fees and charges are a part of this Deed of Trust:

Current Taxes, Fees and Charges. Upon request by Lender, Grantor shall execute such docurnents i addstron fo this
Deed of Trust and take whatever other action is requested by Lender to perfect and continue Lender's lieh o the- Real
Property. Grantor shall relmburse Lender for all taxes, as described below, together with all“expenses incurréd in
recording, perfecting or continuing this Deed of Trust, including without limitation all taxes, fees, documentary stamps,
and other charges for recording or registering this Deed of Trust.

Taxes. The following shall constitute taxes to which this section applies: (1) a specific tax upon this’ type ot Deed of
Trust or upon all or any part of the Indebtedness secured by this Deed of Trust; (2) a specific tax on: Grartor. whlch
Grantor is authorized or required to deduct from payments on the Indebtedness secured by this type of Deed of Trust, -~
{3) a tax on this type of Deed of Trust chargeable against the Lender or the holder of the Note; and (4) a specrhc tax - .
on all or any portion of the Indebtedness or on payments of principal and interest made by Grantor.

Subsequent Taxes. If any tax to which this section applies is enacted subsequent to the date of this Deed of Trust thls
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 below unless Grantor either (1) pays the tax before it becomes delinquent, or (2)
contests the tax as provided above in the Taxes and Liens section and deposits with Lender cash or a suﬁrcrent
corporate surety bond or other security satisfactory to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions relating to this Deed of Trustas a secunty
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“ agreement are a part of this Deed of Trust:

k_SecurIty Agreement. This instrument shall constitute a Security 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: 1o tlme

S_ecurlty In_lerpst. Upon request by Lender, Grantor shall executs financing statements and take whatever other action

‘ig requested by Lender to perfect and continue Lender’s security interest in the Rents and Personal Property. In addition
4o recording . this Peed of Trust in the real property records, Lender may, at any time and without further authorization
fromi-Grantor, file executed counterparts, copies or reproductions of this Deed of Trust as a financing statement. Grantor
shalt: relmburse i:ender for all expenses incurred in perfecting or continuing this security interest. Upon default, Grantor
shall not rémove, sever or detach the Personal Property from the Property. Upon default, Grantor shall assembla any
Personal Preperty not affixed to the Property in a manner and at a place reasonably convenient to Grantor and Lender
and make it available to Lender within three (3} days after receipt of written demand from Lender to the extent permitted

by applicable law: :

Addresses. The: mallrng addresses of Grantor (debtor) and Lender (secured party) from which information concerming
the security interest granted by this Deed of Trust may be obtained (each as required by the Unitorm Commercial Cods}
are as stated on the first page of this Deed of Trust.

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provisions relating 1o further assurances and
attorney-in-fact arg a part of mis*'Deed of Trust:

Further Assurances. “At any: trme and from time to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause to-be made, executed or delivered, to Lendsr or to Lender's designee, and when requssted 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 desin appropriate, any and all such mortgages, deeds of trust, security deeds, security
agreements, financing staterents, confinugtion statements, instruments of further assurance, cenificates, and other
documents as may, in the ‘sole.opinion gf: Lender, be necessary of desirable in order to effectuate, complete, perfect,

continue, or preserve (1) Grantor's ob]igatmns urler the Note, this Deed of Trust, and the Related Documents, and {2}
the liens and security interests created by this Daed of Trust as first and prior liens on the Property, whether now owned
or hereaftar acquired by Grantor..“Untéss prohibited by law or Lender agrees to the contrary in writing, Grantor shall
reimburse Lender for all costs and"'expeﬂses irficurred in connection with the matters referred to in this paragraph.

Attorney-in-Fact. If Grantor fails to’ do any, of the thmgs referred 1o in the praceding paragraph, Lender may do so for
and in the name of Grantor and at Grantor's-gxpense. For such purposes, Grantor hereby irevocably appoints Lender
as Grantor's attorney-in-fact for the purpose of making, eixecuting, delivering, filing, recording, and doing all other things
as may be nacessary or desirable, in Lender‘s sole epmnon. to accomplish the matters referred to in the preceding
paragraph.
FULL PERFORMANCE. If Grantor pays all the Indebt_edness when due, and otherwise performs all the obligations imposed
upon Grantor under this Deed of Trust, Lender shall. execute and deliver to Trustee a request for full reconveyance and shall
execute and deliver to Grantor suitable statements’.of:termination of any financing statement on file evidencing Lender's
security interest in the Rents and the Personal Property, Any reconveyance fee shall be paid by Grantor, if permitted by
applicable law. The grantee in any reconveyance may bé described as the "person or persons legally entitled thereto®, and
the racitals in the reconveyance of any matters or facts shall be cenclusrve proof of the truthfulness of any such matters or
facts.

EVENTS OF DEFAULT. Each of the following, at Lender's opbon shaII consntute an Event of Default under this Desd of
Trust:

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

Other Defaults. Grantor fails to comply with or to perform any olher term; ‘Gbligation, covenant or condition contained in
this Deed of Trust or in any of the Related Documents or to comply with or to perform any term, obligation, covenant or
caondition contained in any other agreement batween Lender and Grantor. ;

Compllance Default. Failure to compiy with any other term, oblrgatlon oovenant or condition contained in this Deed of
Trust, the Note or in any of the Related Documents. If such a failure’ is ‘¢urable. and if Grantor has not been given a
notice of a breach of the same provision of this Dead of Trust within the.precédirig twelve (12) months, it may be cured
(and no Event of Default will have accurred) if Grantor, after Lender sends written. niotice: demanding cure of such failure:
(a) cures the failure within thirty (30) days; or (b) if the cure requires more’ than thirty :(30) days, immediately initiates
staps sufficient to cure the failurs and thersafter continues and completes all réasonable and necessary steps sufficient
1o produce compliance as soon as reasonably practical.

Default on Other Payments. Failure of Grantor within the time required by this Deed of Trust to make any payment for
taxes or insurance, or any other payment necessary to prevent filing of or to effect’ duscharge of any lien.

False Statements. Any warranty, representation or statement made or furnished to. Lerider by Grantor or on Grantor's
behalf urdler this Desd of Trust or the Related Documents is false or misleading in any matenal respect either now or at
the time made or furnished or becomes false or misieading at any time thereafter. ;

Defective Collateralization. This Deed of Trust or any of the Related Documents ceases.td be in full force and effect
{including failure of any collateral document to create & valid and perfected security interest or hen) at any time and for
any reason, ;

Death or Insoivency. The dissolution of Grantor's (regardless of whether election 1o contiritie is rnade), any member
withdraws from the limited liability company, or any other termination of Grantor's existence as:a gaing business or the
death of any member, the inscivency of Grantor, the appointment of a receiver for any part of Grantoi's -property, any
assignment for the benefit of creditors, any type of creditor workout, or the commencement of any proceednng under any
bankruptcy or insolvency laws by or against Grantor.

Creditor or Forfeiture Proceedings. Cornmencement of foreclosure or forfeiture proceedings, whether by ludu:tal
proceeding, self-help, repossessron or any other method, by any creditor of Grantor or by any governmental agency
against any property securing the Indebtedness. This includes a garnishment of any of Grantor's accounts, iricluding:
deposit accounts, with Lender. However, this Event of Default shall not apply if there is a good faith dispute by Grantor .
as to the validity or reasonableness of the claim which is the basis of the creditor or forfeiture proceeding andif Grantor
gives Lender written notice of the creditor or forfeiture proceeding and deposnts with Lender monies or a surety bongfor
the creditor or forfeiture proceeding, in an amount determined by Lender, in its sole discretion, as being an adequate i
reserve or bond for the dispute. ;

Breach of Other Agreement. Any breach by Grantor under the terms of any other agreement between Grantor: and
Lender that is not remedied within any grace period provided therein, including without limitation any agreamﬁnt
concerning any indebtedness or other obligation of Grantor to Lender, whether existing now or later,

Events Affecting Guarantor. Any of the preceding events occurs with respect to any Guarantor of any of the '
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S Indebtedness or any Guarantor dies or becomes incompetent, or revokes or disputes the validity of, or liability under,
;7 .dny-Guaranty of the 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 guaranty In a manner
satzsfactory to Lender, and, in doing so, cure any Event of Default.

Adyérse Change. A material adverse change ocecurs in Grantor’s financial condition, or Lender belioves the prospect of
}payment or performance of the Indebtedness is impaired.

"Insacurlty Lender in good faith believes itself insecure.

Right to 0ure 1 such a failure is curable and if Grantor has not been given a notice of a breach of the same provision
of this -Deed of Trust within the preceding twelve (12) months, it may be cured (and no Event of Default will have
oceurred) if Grantor .after Lender sends written notice demanding cure of such failure: (a) cures the failure within thirty
{30) days; of {b}.if the cure requires more than thirty (30) days, immediately initiates steps sufficient to cure the failure
and thereafter continues and complstes all reasonable and necessary steps sufficient to produce compliance as soon as
reasonably practical.

RIGHTS AND REMEDIES ON DEFAULT It an Event of Default occurs under this Deed of Trust, at any time thereafter,
Trustee or Lender may exercise any ‘one or more of the following rights and remedies:

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

Accelerate Indebtedness. Lender shall have the right at its option to declare the entire Indebtedness Immediately due
and payable, including any prepaymant penalty which Grantor would be required io pay.

Foreclosure. With respectto allor any: part of the Real Property, the Trustee shall have the right to exercise its power of
sale and to foreclose by notice and sals; and Lender shall have the right to foreclose by judiclal foreclosure, in either
case in accordance with and 1o.1he full extent provided by applicable law.

UCC Remedies. With raspeét to all-or gn‘j pa'ﬁ of the Personal Property, Lender shall have all the rights and remedies of
a secured party under the Uniform Com’me'r'i:ial Code.

Collect Rents. Lender shall have. 1he nght withdt notice to Grantor to take posssession of and manage the Property
and collect the Rents, including amdunts-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 maks payments of rent or use fees directly to Lender. If the Rents are collected by Lender, then Grantor irrevocably
designates Lender as Grantor's attorney-in-fact.to endofse instruments received in payment thereof in the name of
Grantor and to negotiate the sams and collect the pracéeds. 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 lts rlghts under this subparagraph either in parson, by agent, or through a
receiver.

Appoint Receiver. Lender shall have the nght o 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 Propsrty 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 right to the appointment
of a receiver shall exist whether or not the apparent value of the Property excesds the Indebtedness by a substantial
amount. Employment by Lender shall not disqualify a person ftom servrng as a receiver.

Tenancy at Sufferance. If Grantor remains in possession of ihe Propérty after the Property is sold as provided above or
Lender otherwise becomes entitied to possession of the Property upon _ detault of Grantor, Grantor shall become a
tenant at sufferance of Lender or the purchaser of the Property dnd-shafl-at Lender's option, either (1} pay a
reasonable rental for the use of the Property, or (2) vacate the Property rmmedlately upon the demand of Lender.

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

Notice of Sale. Lender shall give Grantor reasonable notice of ths tlme and place of any public sale of the Personal
Property or of the time after which any private sale or other intended disposition” of the"Personal Property is to be made.
Reasonable notice shall mean notice given at lsast ten (10} days before ‘the time of the sale or disposition. Any sale of
the Personal Property may be made in conjunction with any sale of the Real Properfy

Sale of the Property. To the extent permitted by applicable law, Grantor hereby walves any and all rights to have the
Property marshelled. In exercising its rights and remedies, the Trustee or Lender shall be frée tp.sell alt or any part of the
Property together or separately, in one sale or by separate sales. Lender shalk be entﬂied 10. bld at any public sale on aII
or any portion of the Property. :

Attorneys’ Fees; Expenses. If Lender institutes any suift or action to enforce any of the terms of -this Deed of Trust,
Lender shall be entitied to recover such sum as the court may adjudge reasonable a§ attorneys': fees at trial and upon
any appeal. Whether or not any court action is involved, and to the extent not prohibited: by law, .all reasonabls
expenses Lender incurs that in Lender's opinion are necessary at any time for the. protectior of ite “interest or the
enforcement of its rights shall become a part of the Indebtedness payable on demand and:shall bear-interest at the Note
rate from the date of the expenditure until repaid. Expenses covered by this paragraph include, ‘Without limitation,

however subject 1o any limits under applicable law, Lender's attorneys’ fees and Lender's legal.xpenses, whether or not
there is a lawsuit, including attorneys’ fees and expenses for bankruptey proceedings (including-efforts: ‘o modify or
vacate any automatic stay or injunction), appeals, and any anticipated post-judgmem collection ‘sefvices, tha.cost of

searching records, obtalning title reports (including forsclosure reports), surveyors' reports, and appratsal Tees, title
insurance, and fees for the Trustee, 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 Trustee. Trustee shall have all of the rights and duties of Lender as set forth in this sectlon

POWERS AND OBLIGATIONS QF TRUSTEE., The following provisions relating to the powers and obllgatlons of Trusiee
(pursuant to Lender's instructions) are part of this Deed of Trust:

Powers of Trustee. In addition to ali powars of Trustes arising as a matter of law, Trustee shall have the power o take ;3'
the following actions with respect to the Propsarty upon the written request of Lender and Grantor; (&) join in prepanng S
and fiing a map or plat of the Real Property, including the dedication of streets or other rights to the public; (b¥jeinin: - -
granting any easement or creating any restriction on the Real Property; and {c) join in any subordination o o:her
agresment affecting this Deed of Trust or the intersst of Lendsr under this Deed of Trust. i

Obligations to Notity. Trustee shall not be obligated to notify any other party of a pending sale under any other trust.
deed or lien, or of any action or proceeding in which Grantor, Lender, or Trustee shall be a party, unless required by’

applicable law, or unless the action or proceeding is brought by Trustes.
AU RANMD DA
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_Trustee. Trustes shall meet all qualifications required for Trustee under applicable law. In addition to the rights and
¢ - reedies set forth above, with respect to ali or any part of the Property, the Trustee shall have the right to foreclose by

~Toties and sale, and Lendar shall have the right to foreclose by judicial foreclosure, in either case in accordance with and
to the-full-extent provided by applicable law.

‘Successor:Trustee. Lender, at Lender's option, may from time to time appoint a successor Trustee to any Trustee

« appointed under this Deed of Trust by an instrument executed and acknowledged by Lender and recorded in the office
:of the recorder of Skagit Gounty, State of Washington. The instrument shall contain, in addition to all other matters
requrred ‘by-state’law, the names of the original Lender, Trustee, and Grantor, the book and page or the Auditor’s File
Number where this Deed of Trust is recorded, and the name and address of the successor frustee, and the instrurnent
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 upon the Trustee in this Deed of Trust and by
applicable-law: "This: procedure for substitution of Trustee shall govern to the exclusion of all other provisions for
substitution.

NOTICES. Subject to appllcable law, and except for notice required or allowsd by law to be given in another manner, any
notice required 1o 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, when actually received by telefacsimile (unless
otherwise required by law), when deposited with a nationally recognized overnight courier, or, if mailed, when deposited in
the United States mail, as first class, certified or registered mail postage prepaid, directed to the addresses shown near the
heginning 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 1o'Lender's dddress, as shown near the beginning of this Deed of Trust. Any party may change its
address for notices under this-Deed of Trust’ by giving formal written notice to the other parties, specifying that the purpose of
the notice is 10 change the party’s dddress. “For notice purposes, Grantor agrees to keep Lender informed at all times of
Grantor's current address. Subject to applicable law, and except for notice required or allowed by law to be given in another
manner, if there is more than ene Grantor; any notlce given by Lender to any Grantor is deemed to be notice given to all
Grantors.

MISCELLANEQCUS PROVISIONS The followmg miscellaneous provisions are a part of this Deed of Trust:

Amendments. This Desd of Trust, together with any Related Documents, constitutes the entirs understanding and
agreement of the parties as to the.mafiers set férthin this Deed of Trust. No alteration of or amendment to this Deed of
Trust shall be effective unless gwen in writmg and srgned by the party or parties sought to be charged or bound by the

alteration or amendment.

Annual Reports. If the Property is used for purposes other than Grantor's residence, Grantor shall furnish to Lender,
upon request, a certified statement of net operating indome received from the Property during Grantor's previous fiscal
year in such form and dstail as Lender shall’ require. . "Nst operating income” shall mean all cash receipts from the
Property less all cash expanditures made in‘connection with the operation of the Property.

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

Merger. There shall be no merger of the interest pr""e_state created by this Deead of Trust with any other interest or estate
in the Property at any time held by or for the benefit:af Lender in any capacity, without the written consent of Lender.

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

Cholce of Venue. if there is a lawsuit, Grantor agrees upon Landers request to submit to the jurisdiction of the courts of
Skagit County, State of Washington.

No Walver by Lender. Lender shall not be desmed to have wawed any nghts 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 shall not
prejud|ce or constitute a waiver of Lender's right otherwise to demand. strict compliance with that provision or any other

provision of this Deed of Trust. No prior waiver by Lender, nor any Gourse of dealing between Lender and Grantor, shall

constitute & waiver of any of Lender's rights or of any of Grantor's obllgatlons as-to any. future transactions. Whenever
the consent of Lender is required under this Deed of Trust, the granting of such’congsent by Lender in any instance shall

not constitute continuing consent to subsequent instances where such consent JS requ!red and in all cases such consent
may be granted or withheld in the sole discretion of Lender.

Severability. |f a count of compstent jurisdiction finds any provision of thls Deed of Trust to be illegal, invalid, or
unenforceable as to any circumstance, that finding shall not make the. offshding provision illegal, invalid, or
unenforceable as 1o any other circumstance. If feasible, the offending provision-shall be‘considered modified so that it
becomes legal, valid and enforceabls. If the offending provision cannot be so modified, it-hall be considered deleted
from this Deed of Trust. Unless otherwise required by law, the illegality, invalidity, or; unenforceablhty of any provision of
this Deed of Trust shall not affect the legality, validity or enforceability of any other provrsmn of ‘lhIS Deed of Trust.

Successors and Assigns. Subject to any limitations stated in this Deed of Trust or, transfer of Grantor s interest, this
Deed of Trust shall be binding upon and inurs to the benefit of the parties, their successors.and assigns. i ownership of

the Property becomes vested in a person other than Grantor, Lender, without notice to Grantor,-may, deal with Grantor's

successors with reference to this Deed of Trust and the Indebtedness by way of forbearance or extensron 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 performance of this Deed of Trust.

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

Waiver of Homestead Exemption. Grantor hereby releases and waives all rights and beneflts of the hornestead
exsmption laws of the State of Washington as to all Indebledness secured by this Deed of Trust. :

DEFINITIONS. The following capitalized words and terms shail have the following meanings when used in this: Deed of Trust."
Unless specifically stated to the contrary, all references to dollar amounts shall mean amounts in lawful 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 shall have the meanings atlrlbuted ta
such terms in the Uniform Commaercial Code: r ’

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

Borrower. The word "Borrowsr" means Hansel/Mitzel, |.L.C., and all other persons and entities signing the Note in"'".
whatever capacity.

Deed of Trust. The words "Deed of Trust" mean this Deed of Trust among Grantor, Lender, and Trustee, and includes o

T
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; :"vgiM'éyi-limitation all assignment and security interest provisions relating to the Parsonal Property and Rents.
£ beféult The word "Default" means the Default set forth in this Deed of Trust in the section titled "Default”,

k_”EnvIronmemal Laws. The words "Environmental Laws" mean any and all state, federal and local statules, regulations
and ordinances relating to the protection of human health or the environment, including without limitation the
Cumprehenswe Environmental Response, Gompensation, and Liability Act of 1980, as amended, 42 U.S.C. Section
19601, et seq. ("CERCLA"), the Superfund Amendments and Reauthorization Act of 1986, Pub. L. No. 99-499 ("SARA"),
the Hazardous Materials Transportation Act, 49 U.S.C. Section 1801, et seq., the Resource Conservation and Recovery
Act; 424, S C. Sectlon 6901, et seq., or other applicable state or fadera! taws, rules, or regulations adopted pursuant
théreto. . :

Event of Default The words "Event of Default" mean any of the events of default set forth in this Deed of Trust in the
events cf defautt section-of this Deed of Trust.

Grantor. The word 'G_rariia;" means Hansel/Mizel, L.L.C..

Guarantor. The _wé'rd-':"GGarantor' means &Ny guarantor, surety, of accommodation party of any of all of the
indebtedness. i

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

Hazardous Substances. . Tha words "Hazardous Substances" mean materials that, because of their quantity,
cancentration or physical, chemical or, infectious characteristics, may cause or pose a present or potential hazard 1o
human health or the:snvironsment.. whén improperly used, treated, stored, dlsposed of, generated, manufactured,
transported or otherwise handled. The words "Hazardous Substances" are used in their very broadest sense and
include without limitation any and all hazardous or toxic substances, materials or waste as defined by or listed under the
Environmental Laws. The:térm "Hazardous Substances® also includes, without limitation, petroleum and petroleum
by-products or any fraction thereof and asbestos

Improvements. The word "Improvemen!s" feans af existing and future improvements, buildings, structures, mobile
homes affixed on the Real Property, facilities, additions, replacements and other construction on the Real Property.

Indebtedness. The word 'Indebtedness" means’ #ii-principal, interest, and other amounts, costs and expenses payable
under the Nots or Related Documents, together: witl' all renewals of, extensions of, modifications of, consclidations of
and substitutions for the Note or Rslated, Documents and any amounts expended or advanced by Lender to discharge
Grantor's obligations or expenses inciirred, by ‘Trustee or Lender to enforce Grantor's obligations under this Deed of
Trust, together with interest on such amounts. as provided-in this Deed of Trust.

Lender. The word "Lender” means Horizorg.Bgnk, tgs‘éuccéssors and assigns.

Note. The word “Note” means the promissory note dated January 31, 2002, in the original principal amount
of $5,000,000.00 from Grantor to Lender, together with all renewals of, extensions of, modifications of, refinancings
of, consohdaﬂons of, and substitutions for the prormssory note or agreement. The maturity date of this Deed of Trust is
February 15, 2003.

Personal Property. The words “Personal Proparty" mean all equlpment 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
accassions, parts, and additions to, all replacements of, and all substitutions for, any of such property; and together with
all issues and profits thereon and proceeds (including wnthout Ilmrtatlon aII insurance proceeds and refunds of premiums}
from any sale or other disposition of the Property.

Property. The word "Property” maans collectively the Real Property and the Personal Froperty.

Real Property. The words "Real Property” mean the real property, mteresm and nghts as further described in this Deed
of Trust.

Related Documents. The words "Refated Documents® mean all premlssory notes credit agreements, loan agresments,
environmental agreements, guaranties, security agreements, morigages, deéds of trust, security deeds, collateral
mortgages, and all other instruments, agreements and documents; whether Now or hereafter existing, exscuted in
cohnection with the Indebtedness. . .

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

Trustee. The word “Trustee” means Westward Financlal Services Inc, whose malllng address |s 1500 Cornwall Avenus,
Bellingham, WA 98226 and any substitute or successor trustees.

GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISICNS OF THIS DEED OF THUST AND GRANTOR
AGREES TO ITS TERMS.

GRANTOR:
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— LIMITED LIABILITY COMPANY ACKNOWLEDGMENT
STATE oF ﬂUé S A,{ a{-)ﬁrx )
cou»mr OF 5%[(4—,/ /’ }

On this 2 i day of /U C’U—Em&/ 20 £, before me, the undersigned

Notary Public, persunally appeared Daniel R. Mitzel, Manager; Jeffrey D Hansell Manager of Hansell/Mitzel, L.L.C., and
personally kriown to'me or proved to me on the basis of satistactory evidence to be of the limited liability company that
executed the Deed of Trust and-acknewladged the Deed of Trust to be the free and voluntary act and deed of the limited
liability company, by authority of statute, its articles of organization or its operating agreement, for the uses and purposes
thersin mentionad, and on.path stated that they are authorized to execute this Deed of Trust and in fact executed the Deed of
If of the Jimited liabllity company.

“.  Residingat _ &£ {J)e/10 #
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~LUCILLE M. PEREZ

ﬁ

FIEQUEST *Fon Fﬂuk RF\®NVEYANCE

To: o :f%‘i‘ﬁ"‘“

The undersigned is the legal owner and holder of all lndebtedness secured by this Deed of Trust. You are hereby requested,
upon payment of all sums owing to you, 1o reconvey: W|th0ut warranty, 1o the persons entitled thereto, the right, title and
interest now held by you under the Deed of Trust ’ ;

Date: ; & 4 Beneficiary:
B By:
Its:

(ASER PRO Landing, Ver. 5.21.00.008 Gopi. Harland Financiel Solutiane, Inc. 1997, 2002 AN Fighia Resscved, - WA pAcwimiGENLPUGOLFG TR-2088
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