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" CONSTRUCTION DEED OF TRUST (B1Z271s50LE)

DATE: March 3, 2003

Reference # (if appllcable) ; Additional on page
Grantor(s}: :
1. HANSELL/MITZEL LLC

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

Legal Description: LOT 48 "NOOKACHAMP HILLS PUD PHASE 1*; LOT 6 "NOOKACHAMP
HILLS PUD PHASE 1" . Additional on page 2

Assessor's Tax Parcel [D#: PAFI'C_EL A ; 4722 000-048-0000 (P113889); PARCEL B:
4722-000-008-0000 (P113846) '

THIS DEED OF TRUST is dated March 3, 2003, ‘among HANSELL / MITZEL, LLC, whose
address is 1369 PACIFIC PLACE, BURLINGTON, WA 98233 ("Grantor"); PEOPLES BANK,
whose mailing address is MAIN OFFICE, 418 GROVER STREET, PO BOX 233, LYNDEN, WA
98264 (referred to below sometimes as "Lender" and sometimes as "Beneficiary"); and First
American Title Co. of Skagit County, whose mallmg address is 1301-B Riverside Drive,

Mount Vermon, WA 98273 (referred to below as "Trustee“)
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DEED OF TRUST
" Loan No: 5016207-201 (Continued) Page 3

_ __!-.-'eﬁ_dé?’s Right to Enter. lender and Lender's agents and representatives may enter upon the Real Property at all
¢ i~ reasonable times to attend to Lender’s interests and to inspect the Real Property for purposes of Grantor's compliance
-with the tefms and conditions of this Deed of Trust.

Compliance with Governmental Requirements. Grantor shall promptly comply, and shall promptly cause compliance
by.all agents, tenants or other persons or entities of every nature whatsoever who rent, lease or otherwise use ar 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 Proparty, including without limitation, the Americans With Disabilities
Act. Granfor may ‘contest in good faith any such law, ordinance, or reguiation and withhold compliance during any
procesding, includingappropriate appeals, so long as Grantor has notified Lender in writing prior to doing so and so
long as, in bnder's sole opinion, Lender's interssts in the Property are not jeopardized. Lender may require Grantor to
post adequate séourity. 0r a surety bond, reasonably satisfactory to Lender, to 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 reascnably
necessary to protect and preserve the Property.

Construction Loan: “If somepr all of the proceeds of the loan ¢reating 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:for such earlier date as Lender may reasonably establish) and Grantor shall pay in full all costs
and expenses in connection with the work. Lender will disburse loan proceeds under such terms and conditions as

Lender may deem reasonably hecessary 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, among other things, that

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

reports, and such other docurn_e'ntation as Lender may reasonably request.

TAXES AND LIENS. The followi_ng'_ provisioris::relatjng 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 delinquency) all taxes, special taxes, assessments,
charges (including water and sewerj, fines and impositions levied against or on account of the Property, and shall pay

when due all claims for work done on of for services rendered or material fumished to the Property. Grantor shall

maintain the Property free of all liens .Kaving priority over or equal to the interest of Lender under this Deed of Trust,
except for the lien of taxes and assessments not due and except as otherwise provided in this Deed of Trust.

Right to Contest. Grantor may wnthhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the obligation to pay, so long:as:Fender's interest in the Property is not jeopardized. If a lien arises or is
filed as a result of nonpayment, Granter shall within fifteen:(15) days after the lien arises or, if a lien is filed, within fifteen
{15) days after Grantor has notice of the filing, 5ecure the discharge of the lisn, or if requested by Lender, deposit with
Lender cash or a sufficient corporate surety sbond-or other security satisfactory to 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 lien. In any contest, Grantor shall defend itself and Lender and shall satisfy any adverse judgment before
enforcement against the Property. Grantor shail'name Lender as an additional obligee under any surety bond furnished

in the contest proceedings.

Evidence of Payment. Grantor shall upon demand” furnlsh to Lender satisfactory evidence of payment of the taxes or
assessments and shall authorize the appropriate governmenlal csfflclal to delwer to Lender at any time a writtan statement
of the taxes and assessments against the Property. - 2

Notice of Construction. Grantor shall notify Lender at least flfteen (15) days before any work is commenced, any
services are furnished, or any materials are supplled 1o the. Property, if any mechanic’s lien, materialmen's lien, or other
lien could be asserted on account of the work, services, or matérials arid the. cost excesds $1,000.00. Grantor will upon
request of Lender furnish to Lender advance assurances satlsfaclory (o3 Lender that Grantor can and will pay the cost of
such improvernents.

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

Maintenance of Insurance. Grantor shall procure and maintain pohmes of fire insurance with standard extended
coverage endorsements on a replacernent basis for the full insurable. value-coveéring ‘all Improvemerts on the Real
Property in an amount sufficient to avoid application of any coinsurance clause, and witfi-a standard mortgagee clause in
favor of Lender. Grantor shall also procure and maintain comprehensive gene__ral liability insurance in such coverage
amounts as Lender may request with Trustee and Lender being named as additional insureds in such Hability insurance
policies. Additionally, Grantor shall maintain such other insurance, including but not. imited to hazard, business
inferruption, and boiler insurance, as Lender may reasonably require. Policies.shall be Wwriten in form, amounts,
coverages and basis reasonably acceptable to Lender and issued by a company-er companies, réasonably acceptable to
Lender. Grantor, upon request of Lender, will deliver to Lender from time to time the policies:or certificates of insurance
in form satisfactory to Lender, including stipulations that coverages will not be cancelled.or diminished without at least
thirty (30) days prior written notice to Lender. Each insurance policy also shall include:an endorsement providing that
coverage in favor of Lendsr will not be impaired in any way by any act, omission or default'of Grantor or any other
person. Should the Real Property be located in an area designated by the Diregtoir of tfie Federal Emergency
Management Agency as a special flood hazard area, Grantor agrees to obtain and maintain- Federal Flood Insurance, if
availabte, within 45 days after notice is given by Lender that the Property is located in a special flood-hazard area, for the
full unpaid principal balance of the loan and any prior liens on the property securing the loan, up 10'the maximum policy

limits set under the National Flood Insurance Program, or as otherwise required by Lender, and to=m |nta|n such
insurance for the term of the loan.

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the Property |f the es’nmated
cost of repair or replacement exceeds $1,000.00. Eender may make proof of loss if Grantor fails to°do. 50 within fiffeen
(15} days of the casually. Whesther or not Lender's security is impaired, Lender may, at Lender's election; recéive.and
retain the proceeds of any insurance and apply the proceeds to the reduction of the Indebtedness, payment.of-any fién .
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 dastroyed Improvements in a manner satisfactory to Lender. .
Lender shall, upon satlsfactory proof of such expendnure pay of reimburse Grantor from the proceeds for the |
reasonable 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 recsipt and which Lender has not committed to the repair or restoration of &
the Property shall be used first to pay any amount owing 1o Lender under this Deed of Trust, then to pay ‘accrued *
interest, and the remainder, if any, shall be applied to the principal balance of the Indebtedness. If Lender holds any - -
proceeds after paymeant in full of the Indebtedness, such proceeds shall be paid without interest to Grantor as Grantor’s
interests may appear.

Grantor’s Report on Insurance. Upon request of Lender, however not more than once a year, Grantor shall fumlsh to
Lender a report on each existing policy of insurance showing: (1) the name of the insurer; (2) the risks insured; (3)
the amount of the policy; (4) the property insured, the then current replacement value of such property, and the manner
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DEED OF TRUST
" Loan-No: 5016207-201 (Continued) Page 5

) F_LlFI.'IZHE;R-""'ASSURANCES; ATTORNEY-IN-FACT. The following provisions relating to further assurances and
attorhey*in fact are a part of this Deed of Trust:

k_"Further Assurancea At any time, and from time to time, upon request of Lender, Grantor will make, execute and
daliver, or will.cause to be mads, executed or delivered, to Lender or to Lender's designee, and when requested by
Lerider, cause o 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 morgages, deeds of trust, security deeds, security
agreements, financing statements, continuation statements, instruments of further assurance, certificates, and other
documerts &s maly,.in the sole opinion of Lender, be necessary or desirable in order to effectuate, complete, perfect,
coritinug, ¢r preserve-(1)  Grantor’s obligations under the Note, this Deed of Trust, and the Related Documents, and (2)
the liens and security interests created by this Deed of Trust as first and prior liens on the Property, whether now owned
or hereafter dcquired by Grantor. Unless prohibited by law or Lender agrees to the contrary in writing, Grantor shall
reimburse Lender for all costs and expenses incurred in connection with the matters referred to in this paragraph.

Attorney-in- -Fact.” If Grantor fails o do any of the things referrad to in the preceding paragraph, Lender may do so for
and in the name of Grantor.and at Grantor’s expense. For such purposes, Grantor hereby irrevocably appoints Lender
as Grantor's attorney-m-fact ‘forthe purpose of making, executing, delivering, filing, recording, and doing all other things
as may be necessary or desirable in Lender's sole opinion, to accomplish the matters referred to in the preceding
paragraph. :
FULL PERFORMANCE. if Grantcr pays aII the Indebtedness when dus, and otherwise performs all the obligations imposed
upon Grantor under this Deed.of Trist, Lander shall execute and dsliver to Trustee a request for full reconveyance and shalll
execute and deliver to Graritor-suitable_statements of termination of any financing statement on file evidencing Lender's
security interest in the Rents and‘the Personal Property. Any reconveyance tee shall be paid by Grantor, if permitted by
applicable law. The grantee in any feconveyarnce may be described as the "person or persons legally entitled thereto”, and
the recitals in the reconveyance: of any matters or facts shall be conclusive proof of the truthfulness of any such matters or
facts.

EVENTS OF DEFAULT. Each of the followrng, at Lenders option, shall constitute an Event of Default under this Deed of
Trust:

Payment Default. Grantor falls to make any paymem when due under the Indebtedness.

Other Defaults. Grantor fails to comp{y with or 10’ perform any other term, obligation, covenant or condition contained in
this Deed of Trust or in any of the Related Docurnents or to comply with or to perform any term, obligation, covenant or
condition contained in any cther agreement betw'reen Lender and Grantor.

Compliance Default. Failure to comply with: any other- term obligation, covenant or condition contained in this Deed of
Trust, the Note or in any of the Related Décuments. If‘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 occurred) if Grantor, after Lender sends written notice demanding cure of such failure:

{a) cures the failure within fifteen (15) days; or (b}. if the cure requires more than fifteen (15) days, immediately initiates
steps sufficient to cure the failure and thereafter continues and completes all reasonable and necessary steps sufficient
to produce compliance as soon as reasonably practlcal

Default on Other Payments. Failure of Grantor within the time. requlred by this Deed of Trust o make any payment for
taxes or insurance, or any other payment necessary to preventfiling of or fo effect discharge of any lien.

False Statements. Any warranty, representation or state__rnent'nlade e:r furnished to Lender by Grantor or on Grantor's
behalf under this Deed of Trust or the Related Documents’is false or misleading in any material respect, either now or at
the time made or furnished or becomes false or misleading at any time thereaﬂer

Defective Collateralization. This Deed of Trust or any of the: Related Documents ceasss to be in full force and effect
(including failure of any collateral document to create a valid and perfected secunty interest or lien) at any time and for
any reason.

Death or Insolvency. The dissclution of Grantor's (regardless of whether electron to continue is made), any member
withdraws from the limited liability company, or any other termination. of Grantor's: existence as a going business or the
death of any member, the insolvency of Grantor, the appointment of ‘a_récaiver for-any part of Grantor's property, any
assignment for the benafit of creditors, any type of creditor workout, or the oommencement of any proceeding under any

bankruptcy or insolvency laws by or against Grantor. .

Creditor or Forfeiture Proceedings. Commencement of foreclosure or forfelture proceedmgs whether by judicial
preceeding, self-help, repossession 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, including
deposit accounts, with Lender. However, this Event of Default shall not appiy if there is a good faith dispute by Grantor
as to the validity or reasonableness of the claim which is the basis of the creditor or forfeiture proceeding and i Grantor
gives Lender written notice of the creditor or forfeiture proceeding and depoeits with Lefider monies or-a suraty bond for
the creditor or forfeiture proceeding, in an amount determined by Lender, in its sole dlscretlon as balng an adequate
reserve or bond for the dispute.

Breach of Other Agreement. Any breach by Grantor under the ferms of any other agreement between Grantor and
Lender that is not remedied within any grace period provided therein, including without I|m|tat|on any agreement
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- Guarantcr of any of the
Indebtedness or any Guarantor dies or becomes incompetent, or revokes or disputes the validity of, or.Yiability under,
any Guaranty of the Indebtedness. In the event of a death, Lender, at its option, may, but shali ot be required to,
parmit the Guarantor's estate to assume unconditionally the obligations arising under the guaranty in a’ rnanner
satisfactory to Lender, and, in doing so, cure any Event of Default. .

Adverse Change. A material adverse change occurs in Grantor’s financial condition, or Lander belleves the prospect of .
payment or performance of the indebtedness is impaired. :

Insecurity. Lender in good faith believes itself insecure.

Right to Cure. If such a failure is curable and if Grantor has not been given a notice of a breach of the sama provrsron
of this Deed of Trust within the preceding twelve (12) months, it may be cured (and no Event of Default’ wili'have, ;
occurred) if Grantor, after Lender sends written notice demanding cure of such failure: (a) cures the failure within flﬂeen i

(15) days; or (b} if the cure requires more than fifteen (15) days, immediately initiates steps sufficient to cure the failure:

and thereafter continues and completes all reasonable and necessary steps sufficient to produce compliance as soon as’ i
reasonably practical. ;

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

IR
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N DEED OF TRUST
“ Loan No: 5016207-201 (Continued) Page 7

- otherwise required by [aw), when deposited with a nationally recognized overnight courier, or, if mailed, when deposited in
the United States mall, as first class, certified or registered mail postage prepaid, directed to the addresses shown near the
beginning. of this. Deed of Trust. All copies of notices of foreclosure from the holder of any lien which has priority over this
Deed of Trust-shall be sent to Lender’s address, as shown near the beginning of this Deed of Trust. Any party may change its
address for notices ‘under this Deed of Trust by giving formal written notice to the other parties, specifying that the purpose of
the rotice is to change the party's address. For notice purposes, Grantor agrees to keep Lender informed at all times of
Grantor’s current'address. Subject to applicable law, and except for notice required or allowed by law to be given in another
manner,-if theré ig' more than one Grantor, any notice given by Lender to any Grantor is deemed to be notice given to all
Grantors, ™

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

MISCELLANEOUS PFIQVI"SIONS“.-. The following miscellaneous provisions are a part of this Deed of Trust;

Amendments. . This“Deed of Trust, together with any Related Documents, constitutes the entire understanding and
agreement of the parties as to'the matters set forth in this Deed of Trust. No alteration of or amendment to this Deed of
Trust shail be effective unless glven In writing and signed by the party or parties sought to be charged or bound by the
aiteration or amendment. :

Annual Reports. [f the: Property s used for purposes other than Grantor's residence, Grantor shall furnish to Lender,
upon request, a certifiéd statement-of nét operating income received from the Property during Grantor's previous fiscal
year in such form and“detail as'Lender shall require. "Net operating income" shall mean all cash receipts from the
Property less all cash expenditires made in connection with the operation of the Property.

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

Merger. There shall be no merger of the |nterest or estate created by this Deed of Trust with any other interest or estate
in the Property at any time held by o for the benefit of Lender in any capacity, without the written consent of Lender.

Governing Law. This Deed of Trust Wlll be govemed by, construed and enforced in accordance with federal law
and the laws of the State of Washlngton Thls Deed of Trust has been accepted by Lender in the State of
Washington. 3

Choice of Venue. If there is a lawsuit, Grantor agrees upon Lender’s request to submit to the jurisdiction of the courts of
WHATCOM County, State of Washington. ;

No Waiver by Lender. Lender shall not be deemed to have waived any rights under this Deed of Trust unless such
waiver is given in writing and signed by Lendar, No‘delay or omission on the part of Lender in exercising any right shall

operate as a walver of 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 of Lender's right ‘otherwise to demand strict compliance with that provision or any other

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

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

not consiitute continuing consent to subsaquant instances where.such consent is required and in alf cases such consent

may he granted or withheld in the sole discretion of Lender ‘

Severabllity. If a court of competent jurisdiction finds any prowsron 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
unenforceabls as to any other circumstance. |f feasible, the offendlng provrsren shall be considered modified so that it
becomes legal, valid and enforceable. f the offending provision cannot bé so-modified, it shall be considered deleted
from this Deed of Trust. Unless otherwise required by law, the ﬂlegal'lty, Invalidity, or unenforceability of any provision of
this Deed of Trust shall not affect the legality, validity or enforceability of any other prowsron of this Deed of Trust.

Successors and Assigns. Subject to any limitations stated in this: Deed of. Trust on transfer of Grantor's interest, this
Deed of Trust shall ba binding upon and inure to the benefit of the parties, théir successors and assigns. If ownership of
the Property becomes vested in a person other than Grantor, Lender, without hotice to Grantor, may deal with Grantor's
successors with reference 1o this Deed of Trust and the Indebtedness by way-of forbearance ar extansion without
reteasing Grantor from the obligations of this Deed of Trust or liabitity under the Indebtedne'ss;;

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 waive the right to an
counterclaim brought by any party against any other party. (Initial Here ¥

Whaiver of Homestead Exemption. Grantor hereby releases and waives ts" and benefrte .of the homestead
exemption laws of the State of Washingion as to all Indebtedness secured by this Deed of Trust.

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

Unless specifically stated to the contrary, all references to dotlar amounts shall mean amounts in lawful ioney of the United
States of America. Words and terms used in the singular shall include the plural, and the plural hall include the singular, as
the context may require. Words and terms not otherwise defined in this Deed of Trust shall have the meamngs attnbuted to
such terms in the Uniform Commercial Code: : .

Beneficlary. The word "Beneficiary” means PEOPLES BANK, and its successors and eselgns

Borrower. The word "Borrower" means HANSELL / MITZEL, LLC, and all other persons and entities srgmng the Note in
whatever capacity.

Deed of Trust. The words "Deed of Trust" mean this Deed of Trust among Grantor, Lender, and Trustee al d 'lncludes
without limitation all assignment and security interest provisions relating to the Personal Property and Fients, 3 LT

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

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

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

Guarantor. The word "Guarantor" means any guarantor, surety, or accommodation party of any or aII ef the_.r.""
Indebtedness.

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

Improvements. The word “Improvemesnts” means all existing and future improvements, buildings, structures, mobile

Ty
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