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. .CONSTRUCTION DEED OF TRUST

DATE: September 30, 2063-

Reference # (if appllcable) Additional on page
Grantor(s): .
1. Hansell/Mitzel, L LC

Grantee(s)
1. Horizon Bank E
2. Westward Financial Semces Inc Trustee

Legal  Description: Lots 1 4 5 8 9 11 12 .16-17,19-22,24-25,28-29,39,42-43,47-49,56,
"ROSEWOOD PUD" Additional on page 2

Assessor's Tax Parcel ID#: 4745- 000 001 0000 (P116447); 4745-000-004-0000 (P116450);
4745-000-005-0000 (P116451); 4745-000-008-0000 (P116454); 4745-000-009-0000 (P116455);
4745-000-011-0000 (P116457); 4745-000-012-0000 (P116458); 4745-000-016-0000 (P116462);
4745-000-017-0000 (P116463); 4745-000-019-0000 (P116465); 4745-000-020-0000 (P116466);
4745-000-021-0000 (P116467); 4745-000-022:0000 (P1.16468); 4745-000-024-0000 (P116470);
4745-000-025-0000 (P116471); 4745-000-028-0000 {P116474); 4745-000-023-0000 (P116475),
4745-000-039-0000 (P116477); 4745-000-042-0000" (P‘I16480) 4745-000-043-0000 (P116481);
4745-000-047-0000 (P116485); 4745-000-048-0000: (P116486); 4745-000-049-0000 (P116487);
4745-000-056-0000 {P116493) o e

THIS DEED OF TRUST is dated September 30, 2003, among Hansel/Mitzel, LL.C.; A
Washington Limited Liability Company ("Grantor"); Horizon Bank, whose malllng address is
Skagit Commercial Center, 2211 Rimland Drive, Suite 230, Bellingham, WA 98226 (referred to
below sometimes as "Lender” and sometimes as "Beneflclary"), _and Westward Financial
Services Inc, whose mailing address is 1500 Cornwall Avenue Bellmgham WA 98225
(referred to below as "Trustee"). :




DEED OF TRUST

Loan No: 1060000023 (Continued) Page 2

CONVEYANCE AND GRANT. For valuable consideration, 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 interest in and to the
following siescribed, real property, together with all existing or subsegquently erected or affixed buildings, improverments and
fixtures; all easements, rights of way, and appurtenances; all water, water rights and ditch rights (including stock in utilities
with diteh or irrigation rights); and all other rights, royalties, and profits relating to the real property, including without limitation

all minerals, il,-gas, geothermal and similar matters, {the "Real Property") located in Skagit County, State

of Washmgton

Lots 1 Y 5 8 9, 1112, 16-17, 19-22, 24-25, 28-29, 39, 42-43, 47-49, and 56,
“FIOSEWOOD PU D. PHASE |I", as recorded February 14, 2000 under Auditor's File No.
200002140086, records of Skagst County, Washington

The Real Proper_’_(y qr lt_s-_'address is commonly known as Mount Vernon, WA. The Real
Property tax .identification number is 4745-000-001-0000 (P116447); 4745-000-004-0000

(P116450);
(P116455);
(P116462);
(P116466);
(P116470);
(P116475);
(P116481);

4745-000-005-0000 (P116451);
4745-000-011-0000 (P116457);
4745-000-017-0000-(P116463);
4745-000:021-0000.(P116467);
4745-000-025-0000 (P116471);
4745-000-039-G000 (P116477);
4745-000-047-0000 (P116485);

4745-000-008-0000 {P116454);

4745-000-012-0000 (P116458);
4745-000-019-0000 (P116465);
4745-000-022-0000 (P116468);
4745-000-028-0000 (P116474);
4745-000-042-0000 (P116480);
4745-000-048-0000 (P116486);

4745-000-009-0000
4745-000-016-0000
4745-000-020-0000
4745-000-024-0000
4745-000-029-0000
4745-000-043-0000
4745-000-049-0000

(P116487); 4745-000-056-0000 P 16493)

REVOLVING LINE OF CREDIT. Speclftcally, in addition to the amounts specified in the Indebtedness definition, and
without limitation, this Deed of Trust:sectires 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 -thé Note allows negative amortization. Funds may be advanced by
Lender, repaid, and subsequently readvanced. “The unpaid 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. Therefo're, the"’lien of this Deed of Trust will remain in full force and effect
natwithstanding any zero balance. .

Grantor hereby assigns as security to Lender, aII of Grantors right, title, and interest in and to all leases, Rents, and profits of
the Property. This assignment is recorded in accordande with RCW 65.08.070; the lien created by this assignment is intended
to be specific, perfected and choate upon the recordingof this Deed of Trust. Lender grants to Grantor a license to collect
the Rents and profits, which license may be revoked at Lender s Optlon and shall be automnatically revoked upon acceleration
of ail or part of the Indebtedness.

THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF REN:_I'S”‘.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 1S GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Except as otherwise provnded iy this Deed. of Trust, Grantor shall pay to Lender all
amounts securad by this Deed of Trust as they become dus, and shall strictly and.in'a t:mely manner perform all of Grantor's
cbligations under the Note, this Deed of Trust, and the Related Documents.’

CONSTRUCTION MORTGAGE. This Deed of Trust is a "construction’ rnortgage“ 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 that Grantors possessu:m and use of the Property
shall be governed by the following provisions:

Possession and Use. Until the occurrence of an Event of Default, Grantor may {1) remaln in possession and control of
the Property; (2) use, operate or manage the Property; and (3) collect the Rehts from the Property (this privilege is a
license from Lender to Grantor automatically revoked upon defauit). The following provisions relate to the use of the
Property or to other limitations on the Property. The Real Property is not used‘-principaily for agricultural purposes.

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

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance nor OOITIITIIt permlt [# suf'fer any stripping of
or waste on or to the Property or any portion of the Property. Without limiting the generality of the foregoing, Grantor will
not remove, or grant to any other party the right to remove, any timber, minerals (mcludlng cul and gas) coal, clay,
scoria, soil, gravel or rock products without Lender's prior written consent.

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

Lender’s Right to Enter. Lender and Lender's agents and representatives may enter upon the Real. Propeﬂy .at all
reasonable times to attend to Lender's interests and to inspect the Real Property for purposes of Gramors comphance
with the terms and conditions of this Deed of Trust. o

Compliance with Governmental Requirements. Grantor shall promptly comply, and shail promptly cause comphance
by all agents, tenants or other persons or entities of every nature whatsoever who rent, lease or otherwise use or dccupy”
the Property in any manner, with all laws, ordinances, and regulations, now or hereafter in effect, of all govemmental -
authorities applicable to the use or occupancy of the Property, including without limitation, the Americans With'Disabilities-~
Act. Grantor may contest in good faith any such law, ordinance, or regulation and withhold compliance:during ary .+
proceeding, including appropnate appeals, so long as Grantor has notifisd Lender in writing prior to doing se and’so:":
long as, in Lender's sole opinion, Lender's interests in the Property are not jeopardized. Lender may require Grantor o
post adequate security or 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 reasonably
necessary to protect and preserve the Property.

If some or all of the proceeds of the loan creating the Indebtedness are to be used to construct or
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gompiéte 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 all costs
_~and_.expenses in connection with the work. Lender will disburse loan proceeds under such terms and conditions as
Lender- may-leem reasonably necessary to insure that the interest created by this Deed of Trust shall have priority over
gl possible. liens, including those of material suppliers and workmen. Lender may require, among cther things, that
5'd|sbursement requests be supported by receipted bills, expense affidavits, waivers of liens, construction progress
'f'_reports and sach other documentation as Lender may reasonably request.

DUE 'ON SALE ‘CONSENT BY LENDER. Lender may, at Lender’s option, (A) declare immediately due and payable all
sums sacured-by this Déed of Trust or (B) increase the interest rate provided for in the Note or other document evidencing
the Indebtedness and-impose such other conditions as Lender deems appropriate, upen the sale or transfer, without Lender’s
prior written censent,of all.or any part of the Real Property, or any interest in the Real Property. A "sale or transfer' means the
conveyance-of Aeal Property or any right, fitle or interest in the Real Property; whether legal, beneficial or equitable; whether
voluntary or mvoluntary. whether by outright sale, deed, installment sale contract, land contract, contract for deed, leasehold
interest with a term greatet than'three (3) years, lease-option contract, or by sale, assignment, or transfer of any beneficial
interest 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 Granter is*a gorporation, partnership 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 casé may be; of such Grantor. However, this option shall not be exercised by Lender if such exercise is
prohibited by federal law or by Washlnglon law.

TAXES AND LIENS. The followmg prowsmns relating to the taxes and lisns on the Property are part of this Deed of Trust:

Payment. Grantor shall’ pay’ “whefi dué {and in all events prior to delinquency) all taxes, special taxes, assessments,
charges (including water and séwer), fines and impositions 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 furnished to the Property. Grantor shall
maintain the Property free“of all liens having priority over or equal to the interest of Lender under this Deed of Trust,
except for the lien of taxas and-assessments rot due and except as otherwise provided in this Deed of Trust.

Right to Contest. Grantor may-withkold: payment of any tax, assessment, or claim in connection with a good faith
dispute over the obligation to pay, 50 lorig as Lender's interast in the Property is not jeopardized. If a lien arises or is
filed as a result of nonpayment, Grantor shall within-fifteen (15) days after the lien arises or, if a lien is filed, within fifteen
{15) days after Grantor has notice of the- fillng, secuyre the discharge of the lien, or if requested by Lender, deposit with
Lender cash or a sufficient corporaté surety bend or other security satisfactory to Lender In an amount sufficient to
discharge the lien plus any costs and“aftomeys’ tées, 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 shall name Lender as an additional obligee under any surety bond furnished

in the contest proceedings.

Evidence of Payment. Grantor shall upon demand furnlsh 1o Lender satistactory evidence of payment of the taxes or
assessments and shall authorize the appropriate governmental official to deliver to Lender at any time a written statement
of the taxes and assessments against the Property

Notice of Construction. Grantor shall notify Lender at least fifteen (15} days before any work is commenced, any
services are furnished, or any materials are supplied to the Propeny, if any mechanic’s lien, materialmen's lien, or other
lien could be asserted on account of the work, services, or materials.’. Grantor will upon request of Lender fumnish to
Lender advance assurances satisfactory to Lender that Grantor €an and W|Il pay the cost of such improvemants,

PROPERTY DAMAGE INSURANCE. The following prowsmns relatlng to msunng the Property are a part of this Deed of
Trust.

Maintenance of Insurance, Granter shall procure and ma.lntaln pdlacies “of.fire insurance with standard extercled
coverage endorsements on a replacement basis for the full insurable valiie. cavering all Improvements on the Real
Property in an amount sufficient to avoid application of any coinsurance.clause, and with a standard morigagee clause in
favor of Lender. Grantor shall also procure and maintain comprehensive general liability insurance in such coverage
amounts as Lender may request with Trustee and Lender being named as additional insureds in such liabiliity insurance
policies.  Additionally, Grantor shall maintain such cther insurante;- including’ but not limited to hazard, business
interruption, and boiler insurance, as Lender may reasonably require.  Pglities-sHall, be written in form, amounts,
coverages and basis reasonably acceptable to Lender and issued by a cémpany or companies reasonably acceptable to
Lender. Grantor, upon request of Lender, will deliver to Lender from time to tifme the policiés or certificates of insurance
in form satisfactory to Lender, including stipulations that coverages will not be cancelled of diminished without at least
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, omissjon. or default of Grantor or any other
person. Should the Aeal Property be located in an area designated by ‘the Director of .the Federal Emergency
Management Agency as a special flood hazard area, Grantor agrees to obtain and maintain Federal Flood Insurance, if
available, within 45 days after notice is given by Lender that the Property is located in a'special flood-hazard area, for the
full unpaid principal balance of the loan and any prior liens on the property securing thie loan, up to'the maximum policy

limits set under the National Flood Insurance Program, or as otherwise required by Lender and ‘l’Q maintain such
insurance for the term of the loan.

Application of Proceeds. Granlor shall promptly notify Lender of any loss or damage"m'the Property‘. Lender may
make proof of loss if Grantor fails 10 do so within fifteen (15) days of the casualty. Whether or not:Lender's security is
impaired, Lender may, at Lender's election, receive and retain the proceeds of any insurance:and apply the proceeds to
the reduction of the Indebtedness, payment of any lien affecting the Property, or the restoration: and repair of the
Property. If Lender elects to apply the proceeds to restoration and repair, Grantor shail repair or replace the damaged or
destroyed Improvements in a manner satisfactory 1o Lender. Lender shall, upon satistactory proef-6f 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 Deed 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 dwing. 15.
Lender under this Deed of Trust, then 1o pay accrued interest, and the remainder, if any, shall be applied to the pnncnpal
balance of the Indebtedness. If Lender holds any proceeds after payment in full of the indebtedness, such proceeds
shall be paid without interest to Grantor as Grantor's interests may appear. Co

Grantor’s Report on Insurance. Upon request of Lender, however not more than once a year, Grantor shall fumtsh tor
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; and (5) the expiration date of the policy. Grantor shall, upon request of Lender, have an:, -
independent appraiser satisfactory to Lender determine the cash value replacement cost of the Property.

LENDER’S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lender's intarest ir‘i-;thé":
Property or if Grantor fails to 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

ML

Skagit County Auditor
10/15/2003 Page 3 of 9 1:58PM




A DEED OF TRUST
*" Loan No: 1060000023 (Continued) Page 4

of Trust or any Related Documents, Lender on Grantor's behalf may {but shall not be obligated to) take any action that Lender
deems_appropriate, including but not limited to discharging or paying all taxas, lians, securrty intergsts, encumbrances and
other. clalms at any time levied or placed on the Property and paying all costs tor insuring, maintaining and preserving the
‘Property. All.such expenditures incurred or paid by Lender for such purposes will then bear interest at the rate charged
tinder'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 Indébtedness and, at Lender's option, will {A) be payable on demand: (B) be added to the balance of the
Note and be apportroned 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 ba
due and payablgat the Note's maturity. The Deed of Trust also will secure payment of these amounts, Such right shall be in
addition to.all: other rights and remedies to which Lender may be entitled upon Default.

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

Title. Grantor warrants that {a) Grantor holds good and marketable title of record to the Property in fee simpls, free
and clear of all liens” arid, éncumbrances other than those set forth in the Real Property description or in any tite
insurance policy, titie report: or final tite opinion issued in favor of, and accepted by, Lender in connaction with this Desd
of Trust, and (b) Grantor has {hie full right, power, and authority to execute and deliver this Deed of Trust 1o Lender.

Defense of Title. Subject to thé éxception in the paragraph above, Grantor warrants and will forever defend the title to
the Property against the lawful claims of all persons. In the event any action or proceeding is commenced that questions
Grantor's title or the mterest of Trugtee or Lender under this Deed of Trust, Grantor shall defend the action at Grantor's
expense. Grantor may be the-‘fiominal party in such proceeding, but Lender shall be entitled to participate in the
proceeding and to be: represented n-thie proceeding by counsel of Lender's own choice, and Grantor will deliver, or
cause to be delivered, to Lerider such rnstruments as Lender may request from time to time to permit such participation.

Compliance With Laws. Grantor warrants that the Property and Grantor's use of the Property complies with all existing
applicable laws, otdinancss, and ragulatrons of governmental authorities.

Survival of Representatlons and Warrantles All representations, warranties, and agreements made by Grantor in this
Deed of Trust shall survive the execufion“and delivery of this Deed of Trust, shall be continuing in nature, and shall
remain in full force and effect until such time as Grantor's Indebtedness shall be paid in full.

CONDEMNATION. The following prowsrons reia!tng to condernnatron proceedings are a part of this Deed of Trust:

Proceedings. If any proceeding in condemnahon Is filed, Grantor shall promptly notify Lender in writing, and Grantor
shall promptly take such steps as may benegessary to defend the action and 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 choice: all at Grantor's expense, and Grantor will deliver or cause to be delivered to
Lender such instruments and documentatlon as” may be requested by Lender from time to time to permit such
participation.

Application of Net Proceeds. If all or any part of the Property is condemned by eminent domain proceedings or by any
proceeding or purchase in lleu of condemnatior; Uender may at its election require that all or any portion of the net
proceeds of the award be applied to the Indebtedriess or the repair or restoration of the Property. The net proceeds of
the award shall mean the award after payment of alf’ reasonable casts expenses, and attormeys' fees incurred by Trustee
or Lender in connection with the condemnation.

IMPQSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES The following provisions relating to
governmental 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 documents in addition to this
Deed of Trust and take whatever other action is requested by.Lender to.pérféct and continue Lender’s lien on the Real
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 Irmrtatron aII 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 apphes {1] a specnflc tax upon this type of Deed of
Trust or upon all or any part of the Indebtedness secured by this Dged of-Trust; (2). a specific tax on Grantor which
Grantor fs authorized or required to deduct from payments on the Indebtedness secured by this fype of Deed of Trust;
{3) a tax on this type of Deed of Trust chargeable against the Lender or the helder 6f the'Note; and ({4) a specffic tax
on all or any portion of the Indebledness 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, 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 below unless Grantor either (1) pays the tax Before it becefes delinquent, or (2)

contests the tax as provided above in the Taxes and Liens section and deposns wrth Lender cash or a sufficient
corporate surety bond or other security satisfactory to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions relatlng 10, thls Deed of Trust as a security
agreement are a part of this Deed of Trust:

Security Agreement. This instrument shall constitute a Security Agreement to the exlenl any of the Property constitutes
fixtures, and Lender shall have all of the rights of a secured party under the Uniform Cornrnercrat Oode as ‘amended from
time to time.

Security Interest. Upon request by Lender, Grantor shall execute financing statements and talie__‘-whatevér_ pthQr action
is raquested by Lender to perfect and continue Lender's security interest in the Rents and Parsonal Property. |r addition
to recording this Deed of Trust in the real property records, Lender may, at any time and without: firther atthorization
from Grantor, file executed counterparts, copies or reproductions of this Dead 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 Personal Property from the Property. Upon default, Grantor shall-assemple any
Personal Property not affixed to the Property in a manner and at a place reasonably convenient to Grantor ang Eender”
and make it available to Lender within three {3) days after receipt of written demand from Lender to the extent permitted
by applicable iaw. T

Addresses. The mailing addresses of Grantor (debtor} and Lender (secured party) from which information concerm'hg fF
the security intorest granted by this Deed of Trust may be obtained (each as required by the Uniform Commercnal Code)
are as stated on the first page of this Deed of Trust. ;

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provisions relating to further assurances a_nd'.'“uu
atiorney-in-fact are a part of this Deed of Trust: Ea

Further Assurances. At any time, and from time to time, upon request of Lender, Grantor will make, execute é’nd::'
defiver, or will cause to be made, executed or delivered, to Lender or to Lender's designes, 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

T
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; places as Lender may deem appropriate, any and all such morigages, deeds of trust, security deeds, security
i .- agréements, financing statements, continuation statements, instruments of further assurance, certificates, and other
décuments. as may, in the sole opinion of Lender, be necessary or desirable in order to effectuate, complete, perfect,
<" continue;.or preserve {1) Grantor’s obligations under the Note, this Deed of Trust, and the Related Documents, and {2)
the liens arid security interests created by this Deed of Trust as first and prior liens on the Property, whether now owned
or: hereafter: -acquired 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 maters referrad to in this paragraph.

Attarney-ln-Facl. If Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do so for

and, in the-hame of Grantor and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints Lendsr
as Grantor's: attorney—rn -fact for the purpose of making, execuling, delivering, filing, recording, and doing all other things

as may beé necessary ‘or desirable, in Lender's sole opinion, to accomplish the matters referred to in the preceding
paragraph

FULL PERFORMANCE If. Grantor pays all the Indebtedness when due, and otherwise performs all the obligations imposed
upon Grantor under this Déed of Trust, Lender shali 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 Renis.and:the Personal Property. Any reconveyance fee shall be paid by Grantor, if permitted by
applicable law. The’grantee-in.any rezonveyance may be described as the "person or persons legally enutled thereto", and
the recitals in the reconveyance of any ‘matters or facts shall be conclusive proof of the truthfulness of any such metters or
facts.

EVENTS OF DEFAULT. Eech of lhe followrng, at Lender's option, shall constitute an Event of Default under this Deed of
Trust:

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

Other Defaults. Grantor fajlsto comply, with or to perform any other term, obligation, covenant or condition contained in
this Deed of Trust or in anyof ‘the Relatéd Doguments or to comply with or to perform any term, obligation, covenant or
condition contained in any other agreement between Lender and Grantor.

Compliance Default. Failure to comply wnth any other term, obligation, covenant or condition contained in this Deed of
Trust, the Note or in any of the Reélated Documents. If such a failure is curable and if Grantor has not been given a
natice of a breach of the same provision of this Deed of Trust within the preceding twelve (12} menths, it may be cured
{and no Event of Default will have occtirred).if Grantor, after Lender sends written notice demanding cure of such failure:
(a) cures the failure within thirty (30) days; or - (bf if the cure requives more than thirty (30) days, immediately initiates
sleps sufficient to cure the failure and thereafter. gontinues and completes all reasonable and necessary steps sufficient
to 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 10 prevent filing of or to effect discharge of any lien.

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

Defective Collateratization. This Deed of Trust or any of the.Relatetl Documents ceases to be in full force and affect
(including failure of any collateral docurnent to create a valid. and perfeclecl security interast or lien) at any time and for
any reason.

Death or Insclvency. The dissolution of Grantor's (regardless of whether glection to continue is mada), any member
withdraws from the limited liability company, or any other teérmiination of Grantor’s existence as a going business or the
death of any member, the insclvency of Grantor, the appomtment of‘a_receiver_ for any part of Grantor's property, any
assignment for the benefit of creditors, any typs of creditor workoL, or the cOmmencement of any proceeding under any
bankruptcy or insolvency laws by or against Grantor.

Creditor or Forfeiture Proceedings. Commencement of foreclosure or lorlerture proceedings, whether by judicial
proceeding, self-help, repossession or any other method, by any craditor of Grantor or by any governmental agency
against any property securing the Indebtedness. This includes a gamishmant.of any of Grantor's accounts, including
deposit accounts, with Lender. However, this Event of Default shall not-apply-if there is a.good faith dispute by Grantor
as 1o the validity or reasonableness of the claim which is the basis of the creditor or forfeiture proceeding and it Grantor
gives Lender written notice of the creditor or forfeiture proceeding and deposits’ with Lendér monies or a surety bond for
the creditor or forfeiture proceeding, in an amount determined by Lender, in: lls sole d|scretion as being an adequate
reserve or bond for the dispute.

Breach of Other Agreement. Any breach by Grantor under the terms of any otfier agreernent between Grantor and
Lender that is not remedied within any grace period provided therein, including wrlheut fimitation any agreement
concerning any indebtedness or other obligation of Grantor to Lender, whether exrstrng oW or later.

Events Affecting Guarantor. Any of the preceding events occurs with respect to any Guarantor of any of the
Indebtedness or any Guarantor dies or becomes incompetent, or revokes or d:sputes the validity-of, or liability under,
any Guaranty of the Indebtedness. In the event of a death, Lender, at its option, may, biit shall ndt be required to,
permit the Guarantor's estate to assume unconditionally the obligations arising undeér-the guaranty in a manner
satisfactory to Lender, and, in doing so, cure any Event of Default.

Adverse Change. A material adverse change occurs in Grantor’s financial condition, or Lender beireves 1'ne proepect 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 same’ provrston

of this Deed of Trust within the preceding twelve {12) months, it may be cured (and no Event of Default will have
occuired) if Grantor, after Lender sends writlen notice demanding cure of such failure: (a) cures the failire Within thnrty
{30) days; or (b) if the cure requires more than thirty (30) days, immediately initiates steps sufficient fo cire the fallure )
and thereafter continues and completes all reasonable and necessary steps sufficient to produce compllance as soon as ’
reasonably practical.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under this Deed of Trust, at any t|r|1e thereaﬂer
Trustee or Lender may exercise any one of more of the following rights and remedies: :

Election of Remedies. Election by Lender to pursue any remedy shall not exclude pursuit of any other remedy. and an:
election to make expenditures or to take action to perform an obligation of Grantor under this Deed of Trust, aﬁer
Grantor's failure 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 fo declare the entire Indebtedness immediately du'e
and payable, including any prepayment penalty which Grantor would be required to pay.

lllll\l\lrll\ll\lll\llll\lll\lgllﬂl\l\ll
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P _Eo:l‘ep'l'osure. With respect 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 foreclosure, in either
_€ase in"accordance with and to the full extent provided by applicable law.

T Uce Ré'm'e_d'ies. With respect to all or any pan of the Personal Property, Lender shall have all the rights and remedies of
& sécured party under the Uniform Commercial Code.

‘Collect Rents: Lender shall have the right, without notice to Grantor to take possession of and manage the Property
and collest Ihe Rents, including amounts past due and unpaid, and apply the net proceeds, over and above Lender's
costs;“Against the Indebtedness. In furtherance of this right, Lender may require any tenant or other user of the Property
1o Fiake paymients:of rent or use fees directly to Lender. If the Rents are collected by Lender, then Grantor irrevocably
designatesLender as-Grantor's attorney-in-fact to endorse instruments received in payment thereof in the name of
Grantor.and-to-niagotiate- the same and collect the proceeds. Payments by tenants or other users to Lender in response
to Lender's demand shiall:satisfy the obligations for which the payments are made, whether ar not any proper grounds
for the demand ex1sted Lender may exercise its rights under this subparagraph either in person, by agent, or through a
receiver.

Appoint Ftecewer Lender shall have the right to have a receiver appointed to take possession of all or any part of the
Property, with ihe- power to protect and preserve the Property, to operate the Property preceding or pending foreclosure
or sale, and to collect the-Rents fom the Property and apply the proceeds, over and above the cost of the receivership,
against the Indebtedness. The réceiver may serve without bond if permitted by law. Lendst's right to the appeintment
of a receiver shall exist whather or_not the apparent value of the Property exceeds the Indebtedness by a substantial
amount. Employment by Lender shall naot disqualify a person from serving as a recaiver,

Tenancy at Sufferance.’ If Grantor refnains in possession of the Property after the Property is sold as provided above or
Lender otherwise becomes gntitied to: possession of the Property upon default of Grantor, Grantor shali become a
tenant at sufferance of Lender or the purchaser of the Property and shall, at Lender's option, either (1) pay a
reasonable rental for the use of the Property, of (2) vacate the Property immediately upon the demand of Lender.

Other Remedies. Trustee 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 shall give Grantor reascnable notice of the time and place of any public sale of the Personal
Property or of the time after which any prwate sale or other intended disposition of the Personal Property is to be made.
Reasonable notice shall mean notice:given at Teastten (10} days before the time of the sale or disposition. Any sale of
the Perscnal Property may be made in conjunctlon with any sale of the Real Property.

Sale of the Property. To the extent permltted by appltcable law, Grantor hereby waives any and all rights to have the
Property marshalled. In exercising its rights-and remedies, the Trustee or Lender shall be free to sell all or any part of the
Property together or separately, in one sale or by separate sales. Lender shall b entitled to bid at any public sale on all
or any portion of the Property. P

Altorneys’ Fees; Expenses. if Lender institutes‘-any suit or action to enforce any of the terms of this Deed of Trust,
l.ender shall be entitled 1o recover such sum as ‘thé.court may adjudge reasonable as 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 reasonable

expenses Lender incurs that in Lender's opinion &re necessary at-any time for the protection of its 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 limitaticn,

however subject to any limits under applicable law, Lender's atfomeys’ feés and Lender's legal expenses, whether or not
there Is a lawsuit, including aftorneys’ fees and expenses for bankriplcy proceedings (including efforts to modify or

vacate any automatic stay or injunction), appeals, and any, dnticipated post-judgment collection services, the cost of

searching records, obtaining title reports (inciuding foreclosure repoits); “sirveyors' reports, and appraisal fees, title
insurance, and fees for the Trustee, 1o the extent permitted by appllcable faw: 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 asg set forth in this section.

POWERS AND OBLIGATIONS OF TRUSTEE. The following prowsmns relatlng to the powers and obligations of Trustee
{pursuant to Lender’s instructions) are part of this Deed of Trust:

Powers of Trustee. In addition to all powers of Trustes arising as a matter o! law, Trustee shall have the power 10 take
the following actions with respect to the Property upon the written request of Lender and ‘Grantor: (a) join in preparing
and filing a map or plat of the Real Property, inciuding the dedication of stregts:or other righits to the public; (b} join in
granting any easement or creating any restriction on the Real Property; and” (c) join in any subordination or other
agreement affecting this Deed of Trust or the interest of Lender under this Deed of Trust. :

Obligations to Notify. Trustee shall nct be obligated to notify any other party ofa pendlng 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 Trustee. T

Trustee. Trustee shall meet all qualifications required for Trustee under apphcab.le law In addmon te: the rights and
remedies set forth above, with respect to all or any part of the Property, the Trustee shall have-the right to foreclose by
notice and sale, and Lender shall have the right to foreciose by judicial foreclosure, in eithércase |n accordance with and
to the full extent provided by applicable law. .

Successor Trustee. Lender, at Lender's option, may from time to time appeoint a successor Trustee Yo any Trustee
appointed under this Deed of Trust by an instrument executed and acknowledged by Lender and recorded.in the office
of the recorder of Skagit County, State of Washington. The instrument shall contain, in addition to-&ll-othér matters
required by state law, the names of the original Lender, Trustee, and Grantor, the book and pagée or.the Auditor's" File
Number where this Deed of Trust is recorded, and the name and address of the successor trustee;“and the, instrament
shall be executed and acknowledged by Lender or its successors in interest. The successor trustee, wrthout conveyance
of the Property, shall succeed to all the title, power, and duties conferred upon the Trustee in this Deed.of Telist ‘and by’
applicable law. This procedure for substitution of Trustee shall govern to the exclusion of all other prowstons for
substitution. .

NOTICES. Subject to applicable law, and except for notice required or allowed by law fo be given in another manner, a_ny B
notice required to be given under this Deed of Trust, including without limitation any notice of default and any notice of:sale™s
shall be given in writing, and shall be effective when actually delivered, when actually received by telefacsimile (unfess .
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 .~
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 fo Lender’s address, as shown near the beginning of this Desd 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 to change the party's address. For nofice purposes, Grantor agrees to keep Lender informed at all times of
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Grantur’s geurrent address. Subject 1o applicable law, and except for notice required or allowed by law 1o be given in another
manner; if there is more than one Grantor, any nofice given by Lender to any Grantor is deemed to be notice given to all
Grantors. .«

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

gAmendments. 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 shall be effective unless given in writing and signed by the party or parties sought to be charged or bound by the
alteratron or arnendment

Annial Fleports 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 income received from the Proper‘ty during Grantor's previous fiscal
year inisuch farm and-detail as Lender shall require. "Net operating income" shall mean all cash receipts from the
Property{ess all cash expendltures made in connection with the operation of the Property.

Caption Headings. - Ceptro__n 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. Theré.shall be o mefger of the interest or estate created by this Deed of Trust with any other interest or estate
in the Property &t any time’held.by-or for the benefit of Lender in any capacity, without the written consent of Lender.

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

Choice of Venue. If there ig'a Iaweurt Grantor agrees upon Lender's requast to submit to the jurisdiction of the courts of
Whatcom County, State of Washington. ;

No Waiver by Lender. Lender shall not bedeemed to have waived any rights under this Deed of Trust unless such
waiver is given in writing and: srgned by Lerider. No delay or omission on the part of Lender in exercising any right shall

operate as a waiver of such right-or any ofher right. A waiver by Lender of a provision of this Deed of Trust shalf not
prejudice or constitute a waiver of Lefider's right otherwise to demand strict compliance with that provision or any other

provision of this Deed of Trust. Na priar 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 cbligations as to any future transactions. Whenever
the consent of Lender is required under this-Déed of Trust, the granting of such consent by Lender In any instance shall

not constitute continuing consent to subsequent instances where such consent is required and in all cases such consent
may be granted or withheld in the sole discretion of Lender

Severability. If a court of competent Jurlsdlctlon flnds -any provision of this Deed of Trust to be illegal, invalid, or
urenforceable as to any circumstance, ‘that finding shali not make the offending provision illegal, invalid, or
unenforceable as to any other circumstance.” Ii-feasible, the offending provision shall be considered modified so that it
becomes legal, valid and enforceable. If the offending provision cannot be so medified, it shall be considered deleted
from this Deed of Trust. Unless ctherwise required:by law, the illegality, invalidity, or unenforceability of any provision of
this Deed of Trust shall not affect the legality, validity 'or enforceability, of any other provision of this Deed of Trust.

Successors and Assigns. Subject to any limitatioris stated in this Deed of Trust on transter of Grantor's interest, this
Deed of Trust shail be binding upon and inure to the benefit of tHe parhes their successors and assigns. If ownership of
the Property becomes vested in a person other than Grantor; Lerider, without notice 1o Grantor, may deal with Grantor's
successors with reference to this Deed of Trust and thé Indebtedness by way of forbearance or extension without
releasing Grantor from the obligations of this Deed of Trust or Irab|||ty under the Indebtedness.

Time is of the Essence. Time is of the essence in the performance Qf th|s Deed of Trust.

Waive Jury. All parties to this Deed of Trust hereby walve the nght to’ any jury trial in any action, proceeding, or
counterclaim brought by any party against any other party.

Waiver of Homestead Exemption. Grantor hereby releases and waives aIJ nghts and benefits of the homestead
exemption laws of the State of Washington as to all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The following capitalized words and terms shall have the followmg meamnge ‘when used in this Deed of Trust,

Unless specifically stated to the contrary, all references to dollar amounts shiall rriean amounts-in tawful money of the United
States of America, Words and terms used in the singular shall include the plural, and thie 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 attributed to
such terms in the Uniform Commercial Code: E

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

Borrower. The word "Borrower" means HanseliMitzel, L.L.C., and ail other persons and entitios srgnlng 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
without limitation all assignment and security interest provisions relating to the Personal. Prepe_r_‘ty a_nd Rente

Default. The word "Default" means the Default set forth in this Deed of Trust in the sect'i'on' titled "Deféhlt" k

Event of Default. The words "Event of Default” mean any of the events of default set lorth |n this: Deed of Trust in the
events of default section of this Deed of Trust.

Grantor. The word "Grantor" means Hansell/Mitzel, L.L.C..

Guarantor. The word "Guarantor" means any gquarantor, surety, ar accommodation party;.of""any' vor"'all_.:-ét the
Indebtedness.

Guaranty. The word "Guaranty” means the guaranty from Guarantor to Lender, including without Irmrta‘tlon EA guaranty ef
all or part of the Nota. . .

Improvements. The word "Improvements” means all existing and future improvements, buildings, stru_ctqres,"'mobiie
homes affixed on the Real Property, facilities, additions, replacements and other construction on the Real Property.”

Indebtedness. The word "Indebtedness" means all principal, interest, and other amounts, costs and expenses: payable.
under the Note or Related Documents, together with all renewals of, extensions of, modifications of, consalidations.of
and substitutions for the Note or Related Documents and any amounts expended or advanced by Lender to discharge” 7
Grantor's obligations or expenses incurred by Trustee or Lender to enforce Grantor's obligations under this Deed of i

Trust, together with interest on such amounts as provided in this Deed of Trust. :

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

Note, The word "Note" means Promissory Note for a revolving line of credit dated January 31, 2002 in the origmal
amount of $5,000,000.00 from Grantor to Lender, fogether with all renewals of, extensions of, madifications of,
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:'refmancmgs of, consclidations of, and substitutions for the promissory note or agreement. NOTICE TO GRANTOR: THE
o NOTE CONTAINS A VARIABLE INTEREST RATE.

~Personal Property. The words "Personal Property’ mean all equipment, fixtures, and other articles of personal property

~ now .of heredfter owned by Grantor, and now or hereafter attached or affixed to the Real Property; together with all
:accessmns parts, and additions to, all replacements of, and all substitutions for, any of such property; and together with
:allissues and profits thereon and proceeds (including without limitation all insurance proceeds and refunds of premiums)
'from any sale or other disposition of the Property.

Property The worct "Property” means collectively the Real Property and the Personal Property.

Real Property The words “Real Property” mean the real property, interests and rights, as further described in this Deed
of Trust. . :

Flelated Documents The words “Related Documents” mean all promissory notes, credit agreements, loan agreements,
guaranties, security agresments, morigages, deeds of trust, security deeds, collateral mortgages, and all other
instruments, agreements “and documents, whether now or hereafter existing, executed in connection with the
Indebtedness; provided; that. the environmental indemnity agresments are not "Related Documents" and are not secured
by this Deed of: Trust :

Rents. The word “Hents" means. ali present and future rents, revenues, income, issues, royalties, profits, and other
bensfits derived from the Property

Trustee. The word "Trystee" means Westward Financial Services Inc, whose mailing address is 1500 Cornwall Avenue,
Bellingharm, WA 98225 and any substttuta Or successor trustees,

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

GRANTOR:

STATE OF AWW
COUNTY OF )SLK g/?t

On this / WI\ day of é 6&1 L2, 20 42 , before me, the undersigned

Notary Public, personally appeared Daniel R. Mitzei, Manager of HanseIIIMIIzeI LLC., and persanally known 10 me or
proved to me on the basis of salisfactory evidence to be a 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 deet-of the limited, Jiability company, by authority of
statute, its articles of organization or its operating agreement, for the uses-and-plrposes therein mentioned, and on oath
stated that he or she is authorized to execute this Daad of Trust and in fact executed the Déed. of Trusl on behalf of the limited

liabitity o M ;
By WM./ / “ Residing at

Notary Public in and for the State of M]L;,.—)-h}\, My oommlsslon explres (D ? ¥

L
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LIMITED LIABILITY COMPANY ACKNOWLEDGMENT

STATE OF /\f M/W”\/ )

' ? }SS

(am )

On this I(H'/\ day of OC{—’ (f’&) , 20 65 , before me, the undersigned

Notary Public, personally appeared Jefirey D Hansell, Manager of Hansellmlltzel LL.C., and personally known to me or
proved to me-on the basis ob-Satisfactory evidence to be a of the limited liability company that executed the Deed of Trust
and acknawledged the Deed of Ttust 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 agreemé’ T for ite-uges and purposes thersin mentioned, and on oath

stated that he she is authonzed to execute this De QfTr 1 adcﬂr‘?{g{q ecuted the Deed of Trust on behalt of the limited
esiding at_° eak

liabitity opmpa \; ,w_,uﬂf\. g; e
y commission expires G- 74

coursmr OF .

PLUBLIG
8-7-2004 ﬂ{\_
L _ ‘;\fj w“”“‘v/

HEQUEST FOR FULL RECONVEYANCE
To: e , Trustee

The undersigned is the legal owner and holder of all mdebtedness secured by this Deed of Trust. You are hereby requested,

upon payment of ail sums owing to you, to feconvey wnhout warranty to the persons entitled thereto, the right, title and
interest now held by you under the Deead of Trust:. o

Date: C Beneficiary:
R By:
lts:

LASER PRQ Londing, Ver. 6.21.60.002 Copr. Harand Flnancial Solutiona. Ing \B‘&?__‘ 2003, All Righte Resorved. - WA pclwimCFILPLAGOY FC TH-2088
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