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LAND TITLE OF SKAGIT COUNTY

. CONSTRUCTION DEED OF TRUST

DATE: May 26, 2004’"

Reference # (if appllcabfe) ‘1060027727/1 11885-PE Additional on page
Grantor{s):
1. HANSELL/ MITZEL LLC

Grantee(s)
1. Bank of the Pacn‘lc d!b/a BANK NORTHWEST
2. LAND TITLE COMP_A’NY OF SKAGIT COUNTY, Trustee

Legal Description: LOTS 1, 2, 3, 4; 9 & 10, BLACKBERRY MEADOWS.  Additional on page 2

Assessor's Tax Parcel ID#: 4686-000-001-0000, 4686-000-002-0000, 4686-000-003-0000,
4686-000-004-0000, 4686-000-009-0000° AND 4686-000-010-0000

THIS DEED OF TRUST is dated May 26, 2004, among HANSELL MITZEL LLC, A WASHINGTON
LIMITED LIABILITY COMPANY, whose address is 1‘3‘63 PACIFIC DRIVE, BURLINGTON, WA
98233 ("Grantor"}; Bank of the Pacific d/b/a BANK NORTHWEST, whose mailing address is
LOAN SERVICING CENTER, 100 GRAND AVENUE, BELLINGHAM, WA 98225 (referred to
below sometimes as "Lender” and sometimes .as "Beneficiary”); and LAND TITLE COMPANY
OF SKAGIT COUNTY, whose mailing address is 111 E GEORGE HOPPER ROAD, BURLINGTON,
WA 98233 (referred to below as "Trustee”). Tt T,




DEED OF TRUST
{Continued) Page 2

CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale, right
‘of antry and_possession and for the benefit of Lender as Beneficiary, all of Grantor's right, titie, and interest in and to
the following ‘described real property, together with all existing or subsequently erected or affixed buildings,
improvéments and fixtures; all easements, rights of way, and appurtenances; all water, water rights and ditch rights
{including stock/ire utilities with ditch or irrigation rights); and all other rights, royalties, and profits" relating to the re'?l
property, including without limitation all minerals, oil, gas, geothermal and similar matters, {the "Real Property™)

located in" SKAGIT County, State of Washington:

LOT 1,72,.3,.4, 9 AND 10, "PLAT OF BLACKBERRY MEADOWS,” AS PER PLAT
RECORDED IN VOLUME 16 OF PLATS, PAGES 147 AND 148, RECORDS OF SKAGIT
COUNTY, WASHINGTON.

SITUATE IN THE COUNTY OF SKAGIT, STATE OF WASHINGTON.

The Real Property or its address is commonly known as 1417, 1418, 1423,1424,1430 AND
1602 BLACKBERRY DR, MOUNT VERNON, WA 98273. The Real Property tax identification
number is 4686-000-001-0000, 4686-000-002-0000, 4686-000-003-0000,
4686-000-004-0000; '4686-000-009-0000 AND 4686-000-010-0000

CROSS-COLLATERALIZATION.: In-addition:to the Note, this Deed of Trust secures all obligations, debts and liabilities,
plus interest therean, of Grantor ta Lendef, or any one or mare of them, as well as all ¢claims by Lender against Grantor
or any one or more of them, whether now existing or hereafter arising, whether related or unrelated to the purpose of
the Note, whether voluntary or -otherwise, whsther due or not due, direct or indirect, determined or undetermined,
absolute or contingent, liquidated ‘or:, unliguidated whether Grantor may be liable individually or jointly with others,
whether abligated as guarantor, surety, accommodation party or otherwise, and whether recovery upon such amounts
may be or hereafter may become barred by any statute of limitations, and whether the abligation to repay such amounts
may be or hereafter may become othgrwise unenforceable.

Grantor hereby assigns as security to Lender, all’of Grantor's right, title, and interest in and to all leases, Rents, and
profits of the Property. This assignment-is ‘recorded in accordance 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 revoked at Lender's option and shall be
automatically revoked upon acceleration of ail-‘or part of the Indebtedness.

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

PAYMENT AND PERFORMANCE. Except as otherwise prd\gi.'ded in_this’Deed of Trust, Grantor shall pay to Lender all
amounts secured by this Deed of Trust as they become due, and shall strictly and in & timely manner perform al of
Grantor's obligations under the Note, this Deed of Trust, and thie Related Documents.

CONSTRUCTION MORTGAGE. This Deed of Trust is a "constructio’n__ mongégé!f 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 thé't"Grantor‘s possession and use of the

Property shall be governed by the following provisions: :

Possassion and Use. Until Default, Grantor may (1) remain in pdssession and .control of the Property; (2} use,
operate or manage the Property: and (3} collect the Renta from the.Property {this privilege is a license from
Lender to Grantor automatically revoked upon default). The following provisions rélate to the use of the Property
or to other limitations on the Property. The Real Property is not used principally for:agricultural purposes.

Duty te Maintain. Grantor shall maintain the Property in tenantable cé,ndi-tian_ and pr'fiq’;pt!y perform all repairs,
replacements, and maintenance necessary to preserve its vaiue. g K AF

Muisance, Waste. Grantor shall not cause, conduct or permit any nuisance nar cémmit, permit, or suffer any
stripping of or waste on or to the Property or any portion of the Property. Without limiting the generality of the
foregoing, Grantor will not remove, or grant to any other party the right to remave, any tifnber, minerals {including
oil and gas), coal, clay, scoria, soil, gravel or rock products without Lender's prior, written gonsent:.

Removal of Improvements. Granter shall not demolish or remove any Improx;e‘menté frc‘iﬁ']_.‘ thé Real Property
without Lender's prior written consent. As a condition to the removal of any Improvements; Lender may require
Grantor to make arrangements satisfactory to Lender to replace such Improvements with |mprovements of at least
equal value, AR

Lender's Right to Enter. Lender and Lender's agents and representatives may enter upon thlia__.ﬁ-q_a'lu i’_rdberjcy at all
reasonable times to attend to Lender's interests and to inspect the Real Property for-purposas of .Grantor’s
campliance with the terms and conditions of this Deed of Trust. AT s

Compliance with Governmental Requirements. Grantor shall promptly comply, and shall promgtly ‘cause
compliance by all agents, tenants or other persons or entities of every nature whatsoever wha,fant, “lease, or
otherwise use or occupy the Property in any manner, with all laws, ordinances, and regulations, now of hereafter,

in effect, of all governmental authorities applicable to the use or ocecupancy of the Property, ircliding withodt ™
limitation, the Americans With Disabilities Act. Grantor may contest in good faith any such law, ordinance, or .
regulation and withhold compliance during any proceeding, including appropriate appeals, so long as Grantor :has'
notified Lender in writing prior to doing so and so long as, in Lender's sole opinion, Lender's interests .in the
Property are not jeopardized. Lender may require Grantor to post adequate security or a surety bond, raa'sonabl"yu-""
satisfactory to Lendar, to protect Lender's interest. §oia

Duty to Protect. Grantor agrees neither to abandon or leave unattended the Property. Grantor shall do aII..‘bt'he-r'"'m
acts, in addition to thase acts sat forth above in this section, which from the character and use of the Praperty are
reasonably necessary to protect and preserve the Property.

T
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DEED OF TRUST
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: _gci'n;truction Loan. If some or all of the proceeds of the {oan creating the Indebtedness are to be used to construct
¢ L~ or-complete construction of any iImprovements on the Property, the Improvements shall be completed ne later than
) xthe?ma'tur.ity date of the Note lor such earlier date as Lender may reasonably establish} and Grantor shall pay in full
a_li casts.and expenses in connection with the work, Lender will disburse loan proceeds under such terms and
conditions*as: Lender may deem reasonably necessary to insure that the interest created by this Deed of Trust shall
thave priority over all possibie liens, including those of material suppliers and workmen. Lender may require, amang
rother things,:that disbursement requests be supported by recaipted bills, expense affidavits, waivers of liens,
construction’progress reparts, and such 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 secufed by this-Deed 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, upon the sale or transfer,
without Lender"s prior written consent, of all or any part of the Real Property, or any interest in the Real Property. A
"sale or trarisfer” means thé .gonveyance 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, Jeasehold interest with a term greater than three (3) years, lease-option ¢ontract, or by
sale, assignment, ar-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 Grantor is a corporation, partnership or limited
liability company, transfer also ingludes any change in ownership of more than twenty-five percent {265%) of the voting
stack, partnership interests or Jimited liability company interests, as the case may be, of such Grantor. However, this
option shall not be exercised.by L:énder if such exercise is prohibited by federal law or by Washington law.

TAXES AND LIENS. The-'hf"o.ltow.ir-idP.r_o\;i‘sions relating to the taxes and liens on the Property are part of this Deed of
Trust: T A

Payment. Grantor shall pay:when due {and in all events prior to delinquency} all taxes, special taxes, assessments,
charges (including water ‘and sewer], fines and impositions levied against or on account of the Property, and shall
pay when due all claims for wgork done on‘or for services rendered or material furnished to the Property. Grantor
shall maintain the Proper‘ty"fre_e df_. all Jiens ‘having 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. S .

Right to Contest. Grantor may Withhpld bévm,en__t‘.-of any tax, assessment, or claim in connection with a good faith
dispute over the obligation to pay, $o long-as.Lender's interest in the Property is not jeapardized. If a lien arises or
is filed as a result of nonpayment, ‘Gfantor 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, secure the discharge of the lien, or if requested by
Lender, deposit with Lender cash or a sufficient corporate surety bond 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 theilien: In any contest, Grantor shall defend itself and Lender and shall
satisfy any adverse judgment befare enforcemerit against tha Property. Grantor shall name Lender as an additional
obligee under any surety bond furnished in the contest proceedings.

Evidence of Payment. Grantor shall upon den‘naﬁc_i__ furnish to Lender satisfactory 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 115} days before any work is commenced, any
services are furnished, or any materials are supplied to thé Property; if any mechanic's lien, materialmen’s lien, or
other lien could be asserted on account of the work, setvices, gr materials. Grantar will upon request of Lender
furnish to Lender advance assurances satisfactory to:bender that Grantor can and will pay the cost of such
improvernents.

PROPERTY DAMAGE INSURANCE. The following provisions relating o insufing the Property are a part of this Deed of
Trust. $oF G

Maintenance of Insurance. Grantor shall procure and maintain policies of fire insurance with standard extended
coverage endorsements on a replacement basis far the full insurable valle covering all Improverments on the Real
Property in an amount sufficient to avoid application of any coinsurance lause;. and with a standard mortgagee
clause in favor of Lender. Grantor shall alse procure and maintain cemprehensive general liability insurance in such
covarage amounts as Lender may request with Trustee and Lender being named as additional insureds in such
liability insurance policies. Additionally, Grantor shall maintain such other insurance; inciuding but not limited to
hazard, business interruption, and boiler insurance, as Lender may reasonably requirg. Policies shall be written in
form, 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 déliver to Lender from time to time the
policies or certificates of insurance in form satisfactory to Lender, including-stipulations that coverages wilt not be
cancelled or diminished without at least ten {10} days prior written notice to Lender. Each insurance policy also
shall include an endorsement providing that caverage in favor of Lender will not be impaired.in any way by any act,
omission or default of Grantor or any other persan. The Real Property is or will 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, for the full unpaid prim’:-ipal balance of the loan and any
prior liens on the property securing the loan, up to the maximum policy limits “set under-the National Flood
Insurance Program, or as otherwise required by Lender, and to maintain such insurance jp‘i thg---ter‘m of __'_rhe loan.

Application 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..gf not Lender's
security is impaired, Lender may, at Lender's election, receive and retain the proceeds of ‘any-ihstrance and apply
the proceeds to the reduction of the Indebtedness, payment of any lien affacting the Property; or'the rastoration
and repair of the Property. If Lender elects to apply the proceeds to restoration and repair, Graritor 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 :e’égp'ﬁaple__ 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 ‘gr testoration.of’;
the Property shall be used first to pay any amount owing to Lender under this Deed of Trust, then to pay acciued @
interest, and the remainder, if any, shall be applied to the principal balance of the Indebtedness. If:Lender holds
any proceeds after payment in full of the Indebtedness, such proceeds shall be paid without interest to Gran
Grantor's interests may appear. )
Grantor's Report on Insurance. Upon request of Lender, however not more than once a year, Grantor shall furmish -~
to Lender a repert an each existing policy of insurance showing: (1} the name of the insurer; {2} the risks’
insured; {3) the amount of the policy; (4) the property insured, the then current replacement value of:such
property, and the manner of determining that value; and (%) the expiration date of the policy. Grantor shall, upen
request of Lender, have an independent appraiser satisfactory to Lender determine the cash vaiue replacement cost -
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ﬂf the Propertv

LENDER S.EXPENDITURES. If any action or proceeding is commenced that would materially affect Lender’s interest in
‘the Property.or if Grantor fails to comply with any provision of this Deed of Trust ar any Related Documents, including
but net lifited 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) take
any :action that; Lender deems appropriate, including but not limited to discharging or paying all taxes, liens, security
interests, encumbrances and other claims, at any time levied or placed on the Property and paying all costs for insuring,
maintaining-and-preserving the Property. Ali such expenditures incurred or paid by Lender for such purposes will then
bear interest-at the rate charged under the Note from the date incurred or paid by Lender to the date of repayment by
Grantor. All such expenses will become a part of the Indebtedness and, at Lender’s option, will {(A) be payable on
demand; (B}’ be.added 14 the balance of the Note and be apportioned among and be payable with any installment
payments to become ‘due‘during either {1} the term of any applicable insurance policy; or (2) the remaining term of
the Note: or (C) be.treated as a balloon payment which will be due and payabie at 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 entltled 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 simple,
free and clear of all lians arid engumbrances other than those set forth in the Real Property description or in any
title insurance policy;” t|t1e report, or.final title opinion issued in favor of, and accepted by, Lender in connection
with this Deed of Trust; and (bl Grantor has the full right, power, and authority to execute and deliver this Deed of
Trust to Lender. : B

Defense of Title. Subject to the exceptlon in the paragraph above, Grantor warrants and will forever defend the
title to the Praperty against the lawful claims of all persons. In the event any action or proceeding is commenced
that questions Grantor's title of the interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the
action at Grantor's expense. Granter may be the nominal party in such proceeding, but Lender shall be entitled to
participate in the procesding angd’ to.Be represented in the proceeding by counsel of Lender's own chaice, and
Grantor will deliver, or cause tothe dellvered to Lender such instruments as Lender may request from time to time
to permit such participation. - i

Compliance With Laws. Grantor warrants that the Praparty and Grantor's use of the Property complias with all
existing applicable laws, ordinances, and. regd}etlons of governmenital authorities.

Survival of Representations and Warrantles All reoresentatlons, warranties, and agreements made by Grantor in
this Deed of Trust shall survive the executron and delivery of this Deed of Trust, shaft be continuing in nature, and
shall remain in full force and effect until such tlme ‘as Grantor's Indebtedness shall be paid in full.

CONDEMNATION. The foliowing provisions reIat;ng to condemnation proceedings are a part of this Deed of Trust:

Proceedings. |f any proceeding in condemnatron is filed, Grantor shall promptly notify Lender in writing, and
Grantor shall promptly take such steps as may:be necessary 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
represenited in the proceeding by counsel of its own choite 4ll:at. Grantor's expense, and Grantor will deliver or
cause to be delivered to Lender such instrumants 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 F’rppert\.r is condemned by eminent domain proceedings or by
any proceeding or purchase in lieu of candemnation, 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
incurred by Trustee or Lender in connection with the condemnatlon

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES The following provisions relating
to govaernmental taxes, fees and charges are a part of this Deed of Trust :

Current Taxes, Fees and Charges. Upon request by Lender, Grantor shell .execute:such documents in addition to
this Deed of Trust and take whatever other action is requested by Lender to perfect 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 recerding, 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: {11 a spec_jﬁe tax upon this type of
Dead of Trust or upon all or any part of the Indebtedness secured by this Déed of Trust; (2] a specific tax on
Grantor which Grantor is autharized or required to deduct from payments on the Jndebtedness.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 specific tax an all or any portion of the Indebtedness or on payments of pnn pa! end |nterest made by
Grantor, . e

Subsequent Taxes. If any tax to which this section applies is enacted subsequent- to the"dete,.of this Deed of
Trust, this event shall have the same effect as Default, and Lender may exercise any or all'of.its gvailable remedies
for Default as provided below unless Grantor either (1} pays the tax before it betomies delinguant, or {2}
contests the tax as provided above in the Taxes and Liens section and deposits with Lender cash ora sufficient
corporate surety bond or other security satisfactory to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions relating to thrs Deed of Trust as a
security agreement are a part of this Deed of Trust:

Security Agreemaent. This instrument shall constitute a Security Agreement to the extent any of the Propertv
constitutes fixtures, and Lender shall have all of the rights of a secured party under the Uniform: Commercral Code
as amended from time to time. -

Security Interest. Upon request by Lender, Grantor shall take whatever action is requested by Lender to perfect ;
and continue Lender's security interest in the Rents and Personal Proparty. In addition to recording: this Deed.6f
Trust in the real property records, Lender may, at any time and without further authorization from Grantor;” filg r
executed counterparts, copies or reproductions of this Deed of Trust as a financing statement. Grantor shall .~
reimburse Lender for all expenses incurred in perfecting or continuing this security interest. Upon default, Grantor™
shall not remove, sever or detach the Personal Property from the Property. Upon default, Grantor shall assemble -~
any Personal Property 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 fothe
extent permitted by applicable law.
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; '_p«dﬁ_;e‘sses. The mailing addresses of Grantor [(debtor) and Lender (secured party}l from which information
i <~ coricerning the security interest granted by this Deed of Trust may be obtained {each as required by the Uniform
Lommercial 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 and
attorngy-in-fact'are a part of this Deed of Trust:

‘Further Assurances. At any time, and from time to time, upon request of Lender, Grantor will make, execute and
deliver, of will cause to be made, executed or delivered, to Lender or to Lender's designee, and when requested by
Lender, qadse_ to be filed, recorded, refiled, or rerecorded, as the case may be, at such times and in such offices
and-places as Lender may deem appropriate, any and all such mortgages, deeds of trust, security deeds, security
agreements, finanging statements, continuation statements, instruments of further assurance, certificates, and
other documents as:may, in the sole opinion of Lender, be necessary or desirable in order to effectuate, complete,
perfect; continug, or 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 riow’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
matters referced to in this pafagraph.

Attorney-in-Faét. |f Grantor fails te do any of the things referred to in the preceding paragraph, Lender may do so
for and in the name of Grantarand at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints
Lender as Grantor's at;orneyi'in-fact for the purpose of making, executing, delivering, filing, recording, and doing all
other things as may bé necessary or desirable, in Lender's sole opinion, to accomplish the matters referred to in
the preceding paragraph. .7 S

FULL PERFORMAMNCE. If Grantor pays ‘all the Indebtedness 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
fite evidencing Lender's security. interest in the Rents and the Parsonal Property. Any reconveyance fee shall be paid by
Grantor, if permitted by applicable-law. The. grantee in any recanveyance may be described as the "person or persons
legally entitied thereto”, and the recitals _i_n’the reconveyance of any matters or facts shall be conclusive proof of the
truthfulness of any such matters or facts:” T

DEFAULT. Default will occur if paymé'ﬁ_t._.in fuII is-riot made immediately when due.

RIGHTS AND REMEDIES ON DEFAULT."l'f”Déf_aﬂit&_occurs under this Deed of Trust, at any time thereafter, Trustee or
Lender may exercise any one or more of the fellowing rig__ht-s and remedies:

Election of Remedies. Election by Lendqrstq'purs_ué' 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 Granter under this Deed of Trust,
after Grantor's failure to perform, shall not §ffec;t-'Lender's right to declare a default and exercise its remedies,

Accelerate Indebtedness. Lender shall havé the right at its option to declare the entire Indebtedness immediately
due and payable, including any prepayment penal}y which Grantor would be required to pay.

Foreclosure. With respect ta all or any part of.the Real Pro_pe"h-y, the Trustee shall have the right to exarcise its
power of sale and to foreclose by notice and sale, and: Lender shall have the right to foreclose by judicial
foreclosure, in either case in accordance with and to the ._f_ull___e')'(teqt "p_rovidecl by applicable law.

UCC Remedies. With respect to all or any part of.the ‘isersonéi l?roperty, Lender shall have all the rights and
remedies of a secured party under the Uniform Comme;Ci-al Code, .

Collect Rents. Lender shall have the right, without nptice "{o_.Gramo_r”m take possession of and rnanage the
Property and collect the Rents, including amounts past ‘due-and-onpaid,-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 make 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 endorse instruments received in
payment thereof in the name of Grantor and to negotiate the same and collect the proceeds. 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. lendsr may exsrcise its rights under this
subparagraph either in person, by agent, or through a receiver, T

Appoint Receiver. Lender shall have the right to have a receiver appointed’to take pdssession of all or any part of
the Property, with the power to protect and preserve the Property, 1o operate the Property 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 lndebtedness. The receiver may serve witholt"bond if-permitted by law. Lender’s
right to the appointment of a receiver shall exist whether or not the apparent‘valuge of the Property exceeds the
Indebtedness by a substantial amount. Employment by Lender shall not disqualify”a persqgn from serving as a
receiver. 5

Tenancy at Sufferance. If Grantor remains in possession of the Property after the Prdpe_rfy is.sold as provided
above or Lender otherwise becomes entitled to possession of the Property upon: default:of Grantor, Grantor shall
became a tenant at sufferance of Lender or the purchaser of the Property and shalk..at:Lender’s option, either {1}
pay a reasonable rental for the use of the Property, or {2} vacate the Property immediately. upon the demand of
Lender. R

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

Notice of Sale. Lender shall give Grantor reasonable notice of the time and place of any publi.sale‘of the Parsonal
Property or of the time after which any private sale or other intended disposition of the Pers’pqai Properjcy‘-i_s"’;p be
made. Reasonable notice shall mean notice given at least ten {10} days before the time of thé sale’ or disposition.
Any sale of the Personal Property may be made in conjunction with any sale of the Real Property,”

Sale of the Property. To the extent permitted by applicable 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 1o sell all or.any :
part of the Property together or separately, in one sale or by separate sales. Lender shall be entitled to bid at any:
public sale on all or any portion of the Property, e ;

Attorneys' Fees; Expenses. [f Lender institutes any suit or action to enforce any of the terms of this. Deed bf o
Trust, Lender shall be entitled to recover such sum as the court may adjudge reasonable as sttorneys' fees at trial .
and upon any appeal. Whether or not any court sction is involved, and to the extent not prohibited by law; “all.*

reasonable expenses Lender incurs that in Lender's opinion are necassary at any time for the protection: of its
interest ot the enforcernent 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,

Ty
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withoUt limitation, however subject to any limits under applicable law, Lender's attarneys’ fees and Lender's legal

# :expenses, whether or not there is a lawsuit, including attorneys' fees and expenses for bankruptcy proceedings

Ainchuding efforts to modify or vacate any automatic stay or injunction}, appeals, and any anticipated post-judgment

“ collegtion-sérvices, the cost of searching records, obtaining title reports (including foreclosure reports), surveyors'

reports, and ‘appraisal fees, title insurance, and fees for the Trustea, to the extent permitted by applicable law.
‘Grantor alsé will pay any court costs, in addition to all other sums provided by law.

‘Rights ofouétee_a Trustee shall have all of the rights and duties of Lender as set forth in this section.

POWI'E'B_S'AN“D dB_I.IéATIONS OF TRUSTEE. The following provisions relating to the powers and obligations of Trustee
fpursuarif’to"Leqder_'s"i'ns'tfuctions} are part of this Deed of Trust:

Powers of Trustee. ‘iri.addition to all powers of Trustee arising as a matter of law, Trustee shall have the power to
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, including the dedication of streets or other rights to the
public; (b} join in_granting any sasement or creating any restriction on the Real Property; and (c) join in any
subordination or pther agreement affecting this Deed of Trust or the interest of Lender under this Deed of Trust.

Obligations to-:Nptﬁ?-.. “"-Truét_ée_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, of qnl’ess the action or proceeding is brought by Trustee.

Trustee. Trustee shall meet all qualifications required for Trustee under applicable law. 1n addition to the rights
and remedies set forth above; with*respect to all or any part of the Property, the Trustee shall have the right to
foreclosa by notice and salé, and Lender shall have the right to foreclose by judicial foreclosure, in either case in
accordance with and 1o the fill extent provided by applicable law.

Successor Trustee. Lender; at Lendsr's option, may fram 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 Courty,-State of Washington. The instrument shall contain, in addition to all
other matters required by state-law,-the.hames 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
trustee, and the instrument shall bé executed and acknowledged by Lender or its successors in interest. The
successor trustee, without conveyance-Gf the:Property, shall succeed to all the title, power, and duties conferred
upon the Trustee in this Deed of ‘Trust-ahd.by applicable law. This procedure for substitution of Trustee shall
govern to the exclusion of ali other provisians for substitution.

NOTICES. Subject to applicable law, and except for noticé required or allowed by law ta be given in anather manner,
any notice required to be given under this Deed of Trust, including without limitation any notice of default and any
notice of sale shall be given in writing, and. shali"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 beginning of this Deéd 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 thenotice 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 bae given in-another manner, if there is more than one Grantor, any
notice given by Lender to any Grantor is deemed to be notice given to all Grantars.

MISCELLANEOUS PROVISIONS. The following miscellaneoﬁs_ br.ovisions“'are a part of this Deed of Trust:

Amendments. This Desd of Trust, together with any Related Documents, eonstitutes the entire understanding and
agreement of the parties as to the matters set forth in this Deed ofTrust, ‘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 alteration or amendment. P N

Annual Reports. If the Property is used for purposes other than Grantar's residence, Grantor shall furnish to
Lender, upon request, a certified statement of net operating income regeived-from the Property during Grantor's
previous fiscal year in such form and detail as Lender shall requireé:*Net operating income” shall mean ali cash
receipts fram the Property less all cash expenditures made in cannection with'the operation of the Property.

Arbitration. Grantor and Lender agres that all disputes, claims and controversies between them whether individual,
joint, or class in nature, arising from this Deed of Trust or otherwise, including withgut limitation contract and tort
disputes, shail be arbitrated pursuant to the Bules of the American Arbitration-Association:in effect at the time the
claim is filed, upon request of either party. No act to take or dispose of any Property shall constitute a waiver of
this arbitration agresement or he prohibited by this arbitration agreement. This includes, without limitation,
obtaining Injunctive relief or a temporary restraining order; Invoking a power of sale under-any deed of trust or
mortgage: obtaining a writ of attachment or imposition of a receiver; or exercising any rights. relating to personal
ptoperty, including taking or dispasing of such property with or without judicial process pursuant to Article 9 of the
Uniform Commercial Code. Any disputes, claims, or controversies concerning thé. lawfulnéss or reasonableness of
any act, or exercise of any right, concerning any Property, including any claim to-rescind, reform, or otherwise
medify any agreement relating to the Property, shall afso ba arbitrated, provided however that no arbitrator shall
have the right or the power to enjoin or restraln any act of any party. Judgment upon.any-award rendared by any
arbitrator may be entered in any court having jurisdiction. Nothing in this Deed of Trust shall' préclude any party
from seeking equitable relief from a court of competent jurisdiction. The statute of limitations, esioppel, waiver,
laches, and similar doctrines which would otherwise be applicable in an action brought-by.4 party. shall be
applicable in any arbitration proceeding, and the commencement of an arbitration proceeding shall'be deemed the
commencemant of an action for these purposes. The Federal Arbitration Act shall apply'to-the .construction,
interpretation, and enforcement of this arbitration provision. LT

Caption Headings. Caption headings in this Deed of Trust are for convenience purposes only '5nd;_::are'-'.1_-'|'bt tﬁ"‘Be
used to interpret or define the provisions of this Deed of Trust. e

Merger. There shall be na merger of the interest ar estate created by this Deed of Trust with any other interegt or
estate in the Property at any time held by or for the benefit of Lender in any capacity, without the written consent’
of Lender.

Governing Law. This Deed of Trust will be governed by, construed and enforced in accordance with fe'ﬂ':eral, Iaw
and the laws of the State of Washington. This Deed of Trust has been accepted by Lender in the State:of .~
Washington. R

No Waiver by Lender. Lender shall not be deemed ta have waived any rights under this Deed of Trust unlessts"\jch
waiver is given in writing and signed by Lender. No delay or omission on the part of Lendar. in avaesicines sm-i-t—
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shall-tperate as a waiver of such right or any other right. A waiver by Lender of a provision of this Deed of Trust

¢ /7 shall not preiudice or constitute a waiver of Lender's right otherwise to demand strict compliance with that
vxpro_yision.or any other provision of this Deed of Trust. No prior waiver by Lender, nor any course of dealing
between.Leénder and Grantor, shall constitute a waiver of any of Lender's rights or of any of Grantor's obligations

as 10 any future transactions. Whenever the consent of Lender is required under this Deed of Trust, the granting
fof'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 jurisdiction finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable as “to any circumstance, that finding shall not make the offendmg provision illegal, invalid, or
unenforceabls 4s to:any other circumstance. If feasible, the offending provision shall be considered modified so
that it becomes legal, valid and enforceable. |If the offending provision cannot be so modified, it shall be
constdered deleted fmrn this Deed of Trust. Unless otherwise 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 Assugns Subject 1o any limitations stated in this Deed of Trust on transfer of Grantor's interest,
this Deed of Frust shall be: :binding upon and inure to the benefit of the parties, their successors and assigns. |If
ownership of thé Property becomes vested in a person other than Grantor, Lender, without notice to Grantor, may
deal with Grantor's suctessors with reference to this Deed of Trust and the Indebtedness by way of forhearance or
extension without releasmg Grantar from the obligations of this Deed of Trust or liability under the Indebtedness.

Time is of the Essence Tlme 1§ of'the essance in the performance of this Deed of Trust.

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

DEFINITIONS. The following tapitalized wérds. and terms shali 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 reduire. Words and terms not otherwise defined in this Deed of Trust shall
have the meanings attributed to such terms in the, Uniferm Commercial Code:

Benef‘clary The word ° Beneflcuary' means Bank of the Pacific d/b/a BANK NORTHWEST, and its successors and
assigns,

Borrower. The word "Borrower” meansx HANSELU MiTZEL LLC and includes all co-signers and co-makers signing
the Note.

Deed of Trust. The words "Deed of Trust" mean th|s Deed of Trust among Grantor, Lender, and Trustee, and
includes without limitation all assignmerit and securlty interest provisions relating to the Personal Property and
Rents. S

Default. The word "Default" means the Deféu|f-set forth in this Deed of Trust in the section titled "Default”.
Grantor. The word "Grantor" means HANSELL/ MITZEL LLC, =

Improvements. The word "lmprovements” means all ex&stmg and future improvements, buildings, structures,
mabile homes affixed on the Real Proparty, facilities, addttmns, replacements and gther canstruction an the Real
Property. ; :

Indebtedness. The word "Indebtedness” means all 'prlncnpal, |riterest and other amounts, costs and expenses
payable under the Note or Related Documents, together with all renewals of, extensions of, modifications ef,
consolidations of and substitutions for the Note or Relatsd Documents and any amounts expended or advanced by
Lender to discharge Grantor's obligations or expenses ‘ncurred 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,
Specifically, without limitation, Indebtedness includes all amounts that -may be indirectly secured by the
Cross-Collateralization pravision of this Deed of Trust.

Lender. The word "Lender” means Bank of the Pacific d/b/a BANK NORTHWEST its successors and assigns,

Note. The word "Note" means the promissory note dated May 28 2004,in the -griginal principal amount
of $752,000.00 from Grantor to Lender, together with all renewals”of, extgnsions of, modifications of,
refinancings of, consolidations of, and substitutions for the promissory note or agreement NOTICE TO GRANTOR:
THE NOTE CONTAINS A VARIABLE INTEREST RATE. .

Personal Property. The words "Personal Property” mean all equnpment, ‘fixtures, and other articles of personal
property now or hereafter owned by Grantor, and now or hereafter attached or.-affixed to the Real Property;
together with all accessions, parts, and additions 1o, all replacements of, and aII substltutmns for, any of such
property; and together with all issues and profits thereon and proceeds lincluding. without l|m|tat|on all insurance
proceeds and refunds of premiums) from any sale or other disposition of the Property

Property. The word "Property” means collectively the Real Property and the Personal Property o

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

Related Documents. The words "Related Documents” mean all promissory note‘s},__:--c':re‘dit agre'éments, loan
agreements, guaranties, security agreements, mortgages, deeds of trust, security deeds, cdllateral mortgages, and
all other instruments, agreements and documents, whether now or hereafter exlstlng, exetuted.ir-contiection with
the Indebtedness: provided, that the environmental indemnity agreements are not "Related Documents" and are
not secured by this Deed of Trust. : . -

Rents. The ward "Rents” means all present and future rents, revenues, income, issues, rcvaltles proﬁts, and
other benefits derived from the Property.

Trustee. The word "Trustee” means LAND TITLE COMPANY OF SKAGIT COUNTY, whose malllnq address is 1 1 1
E GEQORGE HOPPER ROAD, BURLINGTON, WA 98233 and any substitute or successor trustees.
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GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIiS DEED OF TRUST. AND GRANTOR
-AGREES TQ.JTS-TERMS.

GRANTOR:

LIMITEDLIABILITY COMPANY ACKNOWLEDGMENT

STATEOF __ WASHINGTON =~ )
: T s
COUNTY oF __ SKAGIT \

On this 27TH day'of.: MAY .- , 2004 . before me, the undersigned
Notary Public, personally appeared DAN R. MITZEL, Manager and JEFFREY D. HANSELL, Manager of HANSELL/ MITZEL
LLC, and perscnally known to me or proved torme on the basis of satisfactory evidence to be of the limited liability
gompany that executed the Deed of Trust-and acknowledged the Deed of Trust to be the free and voluntary act and
deed of the limited liability company, by authofity 6f statute, its articles of organization or its operating agreement, for
the uses and purposes therein mentioned, andon.0ath.sti that they are authorized to execute this Deed of Trust and

Residing at SEDRO-WOOLLEY

My commission expires _ 9/11/06

REQUEST FOR FULL RECONVEYANCE

To: , Trustee =

The undersigned is the lagal ownar and holder of all indebtedness""seéured b_y"-;this Deed of Trust. You are hereby
requested, upon payment of all sums owing to you, to reconvey without warranty, to the persons entitled thereto, the
right, title and interest now held by you under the Deed of Trust. _ N

Date: e oBeneficiary:

tts:
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