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CONSTRUCTION DEED OF TRUST
FIRST AMERICAN TITLE CO.
BaHqqa1e,-2-

DATE: January 4, 2606?

Reference # (if apphcable) Additional on page ____
Grantor(s): ’
1. HANSELL/MiTZEL LLC

Grantee(s)
1. BANK OF THE PACIFIC
2. FIRST AMERICAN: TITLE COMF’ANY OF SKAGIT COUNTY, Trustee

Legal Description: u\“l{, u (Z"f lDd \67& l%" ‘58
Nooka thump Hills ‘Pm Pm TB

Additional on page

Assessor's Tax Parcel |ID#: P123215 P123217 P123227, P123230, P123243, P123244,
P123245, P123246, P123247, P123248 ‘__P123249 P123250 & P123251

THIS DEED OF TRUST is dated January 4, 2006, among HANSELL/MITZEL LLC; a Washington
Limited Liability Company ("Grantor”); BANK. OF THE PACIFIC , whose mailing address is
BELLINGHAM BRANCH, 100 GRAND AVENUE; BELLINGHANI WA 98225 (referred to below
sometimes as "Lender” and sometimes as “Beneflmary"), and FIRST AMERICAN TITLE
COMPANY OF SKAGIT COUNTY, whose mailing add;ess is P 0 BOX 1667, MOUNT VERNON,
WA 98273 (referred to below as "Trustee"}.
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CONVEYANCE AND GRANT. For valuable consideration, @rantor 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 followmg ‘described real property, together with all existing or subsequently erected or affixed buildings,
lmprovements and fixtures; all easements, rights of way, and appurtenances; all water, water rights and ditch rights
(including stock .in atilities with ditch or irrigation rights); and all other rights, royalties, and roflts relatm to the real
property, |nc|ud|ng without limitation all minerals, oil, gas, geothermal and similar matters, the "Real roperty"l

Iocated in SKAGIT County State of Washington:

LOTS 122 124 134, 137, 150, 151, 152, 153, 154, 155, 156, 157 AND 158,
“NOOKACHAMP: HILLS PUD, PHASE IIB", AS PER PLAT RECORDED AUGUST 23, 2005
UNDER SKAGIT COUNTY AUDITOR'S FILE NO. 200508230082, RECORDS OF SKAGIT
COUNTY, WASHINGTON

The Real Propertv ‘o1 its” address is commonly known as LOTS 122, 124, 134, 137, 150
THROUGH 158 NOOKACHAMP HILLS , MOUNT VERNON, WA 98273. The Real Property tax
identification number is-'P123215, P123217, P123227, P123230., P123243, P123244,
P123245, P123246, P123247 P123248, P123249, P123250 & P123251.

REVOLVING LINE OF CREDIT. This Deed’ ‘of Trust secures the Indebtedness including, without limitation, a revolving
line of credit,with a variable rate of interest; which obligates Lender to make advances to Grantor so long as Grantor
complies with all the terms of the: Note and the line of credit has not been terminated, suspended or cancelled; the Note
allows negative amortization. ‘Funds may.be advanced by Lender, repaid, and subsequently readvanced. The unpaid
balance of the revalving line of credit may ‘at-€ertain times be lower than the amount shown or zera, A zero balance
does not terminate the line of crédit or'terminate’Lender's obligation to advance funds to Grantor. Therefore, the lien of
this Deed of Trust will remain in full force-and effect notwithstanding any zero balance.

Grantor hereby assigns as security te "Len'der, all_of“Grantor's right, title, and interest in and to all leases, Rents, and
profits of the Property. This assignment is- récorded: in accardance with RCW 65.08.070; the lien created by this
assignment is intended to be specific, perfected and choate upon the recording of this Deed of Trust. Lender grants to
Grantor a license to collect the Rents and profits,” which license may be revoked at Lender's option and shall be
automatically revoked upon acceleration of all ‘aor 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 PROFERTY, IS ALSO GIVEN TO SECUR:E ANY AND ALL OF GRANTOR'S OBLIGATIONS UNDER THAT
CERTAIN CONSTRUCTION LOAN AGREEMENT BETWEEN GRANTOCR AND LENDER OF EVEN DATE HEREWITH. ANY
EVENT OF DEFAULT UNDER THE CONSTRUCTION: LOAN AGREEMENT. OR ANY OF THE RELATED DOCUMENTS
REFERRED TO THEREIN, SHALL ALSO BE AN EVENT OF DEFAULT, UNDER THIS DEED OF TRUST. THIS DEED OF
TRUST IS GIVEN AND ACCEPTED ON THE FOLLOWING TERMS: -~ -

PAYMENT AND PERFORMANCE. Except as otherwise prowded in thls Dead of Trust, Grantor shalf pay to Lender ail
amounts secured by this Deed of Trust as they become due;: and shall '_strlotly and in a timely manner perform all of
Grantot's obligations under the Note, this Deed of Trust, and'the Relatad-Documents,

CONSTRUCTION MORT@AGE. This Deed of Trust is a "construction mortgage” fot the purposes of Sections 9-334
and 2A-309 of the Uniform Commercial Code, as those sections have b‘een:a"dopted by the State of Washington.

POSSESSION AND MAINTENANCE OF THE PROPERTY. Grantor agrees that Grantor s possession and use of the
Property shall be governed by the following provisions:

Possession and Use. Until the oceurrence of an Event of Default Grantor may {1} remain in possession and
control of the Property; (2) use, operate or manage the Property, and (3) Boliget the Rents from the Property
(this privilege is a license from Lender to Grantor automatically revoked upon-defallt). The following provisions
relate to the use of the Property or to other limitations on the Property. The Real Property is not used principally
for agricultural purposes. H

Duty to Maintain, Grantor shall maintain the Property in tenantable condmon and promptly perfarm all repairs,
replacements, and maintenance necessary to preserve its value, . ER

Nuisance, Waste. Grantor shall not causa, conduct or permit any nuisanc'e"'nor -oo_r_n:rnit, permit, of suffer any
stripping of or waste on or to the Property or any portion of the Property. Withiout limiting.the generality of the
toregoing, Granter will not remove, or grant to any other party the right to remove, any timber, -minerals (including
oil and gas), coal, clay, scoria, soil, gravel or rock products without Lender's prior: wrltten consent

Remaval of improvements. Grantor shall not demolish or remove any Improvements from the Real Property
without Lender's prior written consent. As a condition to the removal of any Improvements, Lander may require
Grantor to make arrangements satisfactory to Lender to replace such Improvements wrch I'mprovements of at least
equal value. .

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

Compliance with Governmental Requirements. Grantor shall promptly comply, and shau promptly cause
compliance by all agents, tenants or other persons or entities of every nature whatsoever who' rent,|ease or
otherwise use or occupy the Property in any manner, with all laws, ordinances, and regulations,‘now or: hereafter
in effect, of all governmental authorities applicable to the use or occupancy of the Property, |n;:|ud|ng without:,
limitation, the Americans With Disabilities Act. Grantor may contest in good faith any such law} otdinanhce, 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 intérests’in the;
Property are not jeopardized. Lender may require Grantor to 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 Propertv are
reasonably necessary to protect and preserve the Property.

Construction Loan. If some or all of the proceeds of the loan creatmg the indebtedness are to be used to construct
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o complete censtruction of any Improvements on the Property, the Improvements shall be completed no later than

7" thé maturity date of the Note {or such earlier date as Lender may reasonably establish} and Grantor shall pay in full

~all codts-and expenses in connection with the work. Lender will disburse loan proceeds under such terms and

conditionsas Lender may deem reasonably necessary to insure that the interest created by this Deed of Trust shall

‘have priofity over all possible liens, including those of material suppliers and workmen. Lender may require, among

¢ ather things, that disbursement requests be supported by receipted bills, expense affidavits, waivers of liens,
constructlon ‘progress reports, and such other documentation as Lender may reasonably request.

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

Payment Grantor shall pay when due (and in all events prior to delinquency) all taxes, special taxes, assessments,
charges (inéluding water and sewer), fines and |mp05|t|ons lavied against or on account of the Property, and shall
pay when dué 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 lten of taxes and assessments not due and except as otherwise provided in this Deed of
Trust. ;

Right to Contes: Grantor may withhold payment of any tax, assessment, or claim in connection with a good faith
dispute over tfie abligation {6'pay, so long as Lender's interest in the Property is not jeopardized. If alien arises or
is filed as a result of nongayment, Grantor shall within fifteen (15) days after the lien arises or, if a lien is filed,
within fifteen (18) days-aftér Grantor has notice of the filing, secure the discharge of the lien, or if requested by
Lender, deposit with Fender dash &r_a sufficient corporate surety bond or other security satisfactory to Lender in an
amount sufficient t&.dischatge.the. Ilen plus any costs and attorneys' fees, or other charges that could accrue as a
result of a foreclosure of sale underthe lien. In any contest, Grantor shall defend itself and Lender and shall
satisfy any adverse judgment before enforcament against the Property. Grantor shall name Lender as an additional
obligee under any surety’ bond furmshed in the contest proceedings.

Evidence of Payment. Grantor shall upon demand 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 asses ments agamst the Property.

Notice of Construction. Grantor shall notify’ ‘Lender at least fifteen (15) days before any work is cornmenced, any
services are furnished, or any material arg-stipplied to the Property, 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
furnish te Lender advance assurances. satlsfactory to Lender that Granter can and will pay the cost of such
improvements,

PROPERTY DAMAGE INSURANCE. The fo||0wmg pl‘DVISlonS relating to insuring the Praperty are a part of this Deed of
Trust,

Maintenance of Insurance. Grantor shall 'propurs and maintain policies of fire insurance with standard extended
coverage endorsements on a fair value basisfor the full insurable value covering all Improvements on the Real
Property in an amount sufficient to avoid appllcatlon of any coinsurance clause, and with a standard mortgagee
clause in favor of Lender. Grantor shall also procure and maintain comprehensive general lability insurance in such
coverage amounts as Lender may request with Trustee and Lender being named as additional insureds in such
liahility insurance policies. Additionally, Granter shall malntaln such other insurance, including but not limited to
hazard, business interruption, and boiler insurance, as Lender may reasonably require. Policies shall be written in
form, amounts, caverages and basis reasonably acceptable to Lehder -and issued by a company or companies
reasonably acceptable to Lender. Grantor, upen request of Lender, will deliver to Lender from time to time the
policies or certificates of insurance in form satisfactory.to-Lerider; including stipulations that coverages will not be
cancelled or diminished without at least thirty (30} days prior.written notice to Lender. Each insurance policy also
shall include an endorsement providing that coverage in favor of. Le_nder ‘will-not be impaired in any way by any act,
omission or default of Granter or any other person. Should the Real Property be located in an area designated by
the Director of the Federal Emergency Management Agency: ag a special ‘flood hazard area, Grantor agrees to
obtain and maintain Federal Flood Insurance, if available, within: 45 daysﬂ after notice is given by Lender that the
Property is [ocated in a special flood hazard area, for the full unpaid prircipal balance of the loan and any prior liens
on the property securing the loan, up to the maximum pollcv limits, set under-the National Flood Insurance Program,
or as otherwisa required by Lender, and to maintain such insurance Tor the term-of the loan.

Application of Proceeds. Grantor shall promptly notify Lender of any Ioss or damage to the Property, Lender may
make proof of loss if Grantor faits to 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 Indshbtedness, payment of any lier: affecting the Propsrty, or the restoration
and repair of the Property. If Lender elects to apply the proceeds to restoration and repair, Grantor shall repair or
replace the damaged or destroyed Improvements in a manner satisfactory, .to -Fender.  Lender shall, upen
satisfactory proof of such expendlture pay or reimburse Grantor from the proceeds for, the reasanable cost of
repair or restoration if Grantor is not in default under this Deed of Trust. Any proceeds . shich have not been
disbursed within 180 days after their recsipt and which Lender has not committed to the repair, or restoration of
the Property shall be used first to pay any amount owing to Lender under this Deed of Trusty "then to pay accrued
interest, and the remainder, if any, shall be applied to the principal balance of the” Indebtsdness If Lender holds
any proceeds after payment in full of the Indebtedness, such proceeds shall be paid WIthout mterest to Grantor as
Grantor's interests may appear. :

Grantor's Report on Insurance. Upon request of Lender, however not more than once a year Grantor shall furnish
to Lender a report on each existing policy of insurance shawing: (1) the name of the insurer; {2) the risks
insured; (3) the amount of the policy; (4) the property insured, the then current replacerent valds ‘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 replacament ‘post
of the Praperty. . L

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lend{er's”interest in,
the Preperty or if Grantor fails to comply with any provision of this Deed of Trust or any Related Documeants, including’
but not limited to Granter's failure to discharge or pay when due any amounts Grahtor 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
any action that Lender deems approptiate, including but not limited to discharging or paying all taxes, liens, sdcurify .
interests, encumbrances and other claims, at any time levied or placed on the Property and paying all costs forinsuring, |
maintaining and preserving the Property, All such expenditures incurred or paid by Lender for such purposes will then
bear interest at the rate charged under the Note from the date incurred or paid by Lender to the date of repayment by
Granter.  All such expenses will bscome a part of the Indebtedness and, at Lender's option, will (A} he payableson
damand: (B) be added to the balance of the Note and be appartioned among and be payable with any installment .
payments to become due during either (1) the term of any applic -~ maticy: or {2} the remaining term of .
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" the Note, 4t {C) be treated as a balloon payment which will be due and payable at the Note's maturity. The Deed of
Trust also will secure payment of thess amountz. Such right shall be in addition to all other rights and remedies to
whrch 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 Tru sti :

Title. Grantor" warrants that: (a) Grantor holds good and marketable titie of record to the Property in fee simple,
free and, cl-ar of.all liens and encumbrances other than those set forth in the Real Property dascription or in any
title ifisurance pol|cy, title report, or final title opinion issued in favor of, and accepted by, Lender in connection
with this Deed of Trust, and (b Grantor has the full right, power, and authority to execute and deliver this Deed of
Trust to Lender

Def.nse of Tltle Subject to the exception in the paragraph above, Grantor warrants and will foraver defend the
title to the Property against the lawful claims of all persons. In the event any action or proceeding is commenced
that guestions Granter s tltle or the interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the
action at Grantor's 'expenss.’. Grantor may be the nominal party in such proceeding, but Lender shall be entitled to
participate in the proceedlng -and to be represented in the proceeding by counsel of Lender’s own choice, and
Grantor will deliver, or causé to be delivered, to Lender such instruments as Lender may request from time to tims
to permit such partlclpatlon

Compliance With Laws. Grantor warrants that the Property and Grantor's use of the Property complies with all
existing applicable Iawa ordlnances and regulations of governmental authorities.

Survival of Representatrans and Warramles All representations, warranties, and agreements made by Grantor in
this Deed of Trust shall survive the execution and delivery of this Deed of Trust, shall be continuing in nature, and
shall remain in full force and esffect ur_'('til_'such tima as Grantor's Indebtedness shall be paid in full.

CONDEMNATION. The following p_r_ev_ision's:'releti_ng to condemnation proceedings are a part of this Deed of Trust:

Proceedings. If any procesding . in cohdemnation is filad, Grantor shall promptly notify Lender in writing, and
Grantor shall promptly take such steps.ds may be necessary to defend the action and cbtain 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 |ts own choice all at Granter's expense, and Grantor will deliver or
cause to be delivered to Lender such: Instruments and documentation as may be requested by Lender from time to
time to permit such participation. O

Application of Net Proceeds. If all or an\'r part of the.Property is condemned by eminent domain proceedings or by
any procesding or purchase in lieu of condemnation;” Lender may at its election reguire that all ar any portion of the
net proceeds of the award be applied to thie 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 condemnation.

IMPOSITION OF TAXES, FEES AND CHARGES BY _G_QVERNMENTAL AUTHORITIES. The following provisions relating
to governmental taxes, feas and charges are a part o-f th__is Deed of Trust:

Current Taxes, Fees and Charges. Upon request’by Lender,.Graritor shall execute such documents in addition to
this Deed of Trust and take whatever other action is requested by Lender ta 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 alt taxes, fees,
documantary stamps, and other charges for recording of registering this Deed of Trust,

Taxes. The following shall constitute taxes to which this settion applies: (1) a specific tax upon this type of
Deed of Trust or upon all or any part of the Indebtedness-secired by_this-Deed of Trust; (2) a specific tax on
Grantar which Grantor is authorized or required to deduct from paymehnts on the Indebtedness secured by this typa
of Deed of Trust; (3) a tax on this type of Deed of Trust chargsable against the Lender or the holder of the Note;
and (4) a specific tax an all or any pertion of the Indebtedness or on payments of principal and interest made by
Grantor.

Subsequent Taxes. If any tax to which this section applies is enected sUbsequent to the date of this Deed of
Trust, this event shall have the same effect as an Event of Defatilt; “and- Lender may exercise any or all of its
available remedies for an Event of Default as provided below unless Grantot either ' (1) pays the tax before it
becomes delinguent, or (2) contests the tax as provided above in the Tax_es and Liens section and deposits with
Lender cash or a sufficient corporate surety bond or other security satisfa‘ctbry ta Lender.

SECURITY AGREEMENT. FINANCING STATEMENTS. The following prowsluns relatlng tD thlS Deed of Trust as a
sacurity agreement are a part of this Deed of Trust:

Security Agreement. This instrument shall constitute a Security Agreement tos th ‘extent any of the Property
constitutes fixtures, and Lender shall have all of the rights of a secured party under ‘the Unlform Commercial Code
as amsendad from time to time. o

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 Persanal Property. In addition’to recording this Deed of
Trust in the real property records, Lender may, at any time and without further authorization from Grantor, file
executed counterparts, copiss or reproductmns of this Deed of Trust as a financing.: statement Grantor shall
reimburse Lender for all expenses incurred in perfecting or continuing this security interést. Upon default, Grantor
shall not removse, sever ot detach the Personal Property from tha Property, Upon default,, Granter-shall-‘assemble
any Personal Property not affixed to the Property in a manner and at a place reasaonably convement to-Grantor and
Lender and make it available to Lender within three (3} days after receipt of written demand from Lender to the
extent permitted by applicable law. e : :

Addresses. The mailing addresses of Grantor (debtor) and Lender (secured party) from whlch mfermatlon
concerning the security interest granted by this Deed of Trust may be obtained {each as requlred by the, Umform
Commercial Code} are as stated on the first page of this Deed of Trust. L

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provisions relating to further aesuésnces_...énd ¥
attorney-in-fact are a part of this Deed of Trust: L ‘-

Further Assurances. At any time, and from time to time, upon request of Lender, Grantor will make, executs and
deliver, or will cause to be made, executed or delivered, to Lender or to Lender's designes, and when requastad by -
Lender, cause to be filed, recorded, refiled, or rerecorded, as the case may be, at susch times and in such offices .~
and places as Lender may desm appropriate, any and all such mortgages, deeds of trust, security deeds, sec;unt_y“"
agreements, financing 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, continue, or preserve (1) Grantor's abligations under the Note, this Deed of Trust, and the Related

T .
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/¢ Dbouiments, and (2) the liens and security interests created by this Deed of Trust as first and prior liens on the
,_.--“':Property, whether now owned or hereafter acquired by Grantor, Unless prohibited by law or Lender agrees to the
CoNrary-in wrrtlng, Grantor shall reimburse Lender for all costs and expenses incurred in connection with the

" matters-referred to in this paragraph.

.,Attornev if-Fact, If Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do so

“for and in the narme of Grantar and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints
:Lender as-Grantor's attorney-in-fact for the purpose of making, executing, delivering, filing, recording, and doing all
‘other things as.fnay be necessary or desirable, in Lender's sole opinion, to accomplish the matters referred to in
the precedlng paragraph

FULL PERFORMANCE If Grantor pays all the Indebtedness when due, and otherwise performs all the obligations
imposed upoh Grantor *urider this Deed of Trust, Lender shall execute and deliver to Trustee a reguest for full
reconveyanee and shall execute and deliver to Grantor suitable statements of termination of any financing statement on
file evidencing Lender’s security interest in the Rents and the Personal Praperty. Any reconveyance fee shall be paid by
Grantor, if permitted by applicable law. The grantee in any reconveyance may be described as the "person or persons
legally entitled thereto”, and the: recitals in the reconveyance of any matters or facts shall be conclusive proof of the
truthfulness of any: sueh matters or facts.

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

Payment Default. Grantor falls te-make any payment when due under the Indebtedness.

Other Defaults. Grantor fa|ls da- comply with or to perform any other term, obligation, covenant or cendition
contained in this Deed of Trist or inany of the Related Documents cr to comply with or to perfoerm any term,
obligation, cavenant or candmon contamed in any other agreement between Lender and Grantar.

Compliance Default. Farl,ure to comply‘.wrth any other term, obligation, covenant or condition contained in this
Dead of Trust, the Note or. in‘"any of the Related Documents,

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

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

Defective Collateralization. This Deed of TrUst or ;ahy of the Related Documents ceases to be in full force and
effect (including failure of any collateral document to ‘create a valid and perfected security interest or lien) at any
time and for any reason. ;

Death or Insolvency. The dissolution of, Grantor s (regardless of whether slection to continue is mads), any
member withdraws from the limited Ilabl|lt\,l' dompany, or any other termination of Grantor's existence as a gaing
business or the death of any member, the insolvency of Grantor, the appointment of a receiver for any part of
Granter's property, any assignment for the “benefit of creditors, any type of creditor workout, or ths
commencement of any proceeding under any bankruptey or insolvency laws by or against Grantor.

Creditor or Forfeiture Proceedmgs Commencement of foreclosure or farfeiture proceedings, whether by judicial
proceeding, self-help, repossession or any other methad; by any credltor of Grantor or by any governmental agency
against any property securing the Indebtedness. This"includes a garnishment of any of Granter'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 to the validity or reasenableness of ‘the: clarm which is the basis of the creditor or forfeiture
precesding and if Grantor gives Lender written notice of.the credrtor oF forfelture proceeding and deposits with
Lender monies or a surety bond for the creditor or forfeiture proceedlng, in an amaunt determined by Lender, in its
sole discretion, as being an adequate reserve or bond for the dlspute :

Breach of Other Agreement. Any breach by Grantor under the terms of ady other agreement between Grantor and
Lender that is not remadied within any grace period provided ‘therein, |nc|ud|ng without limitation any agresment
concarning any indebtedness or other cbligation of Grantar to Lender, whether exrstlng now or later.

Events Affecting Quarantor. Any of the preceding events occurs With’ respect 1o any guarantor, endorser, surety,
or accemmodation party of any of the Indebtedness or any guarantor, endorser, surety, or accommodation party
dies or becomes incompetent, or revokes or disputes the validity of Jor ilablllty under, any Guaranty of the
indebtedness, In the event of a death, Lender, at its option, may,, but shall ‘not be required to, permit the
guarantor's estate to assums unconditionally the obligations arising under the guaranty m .a manner satisfactory to
Lender, and, in doing so, cure any Event of Default. .

Adverse Change. A material adverse change occurs in Grantor’s fmancral condmon or Lander belisves the
prospect of payment or performance of the Indebtedness is impaired. &

Insecurity. Lender in good faith believes itself insecura.

Right to Cure. If any default, ather than a default in payment is curable and if Grantor has not’ ‘been given a notice
of a breach of the same provision of this Deed of Trust within the preceding twelve t12) months, it may be cured if
Grantor, after receiving written notice from Lender demanding cure of such default: {1) cures the default within
ten (10) days; or (2) if the cure requires more than ten (10) days, immediataly initiates steps wh|ch Lénder deems
in Lender's sole discretion to be sufficient to cure the default and thereafter continues and aamp]etes all Teasonahle
and necessary steps sufficient to produce compliance as soon as reasonably practical. S

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

Elaction of Remedies, Election by Lender to pursue any remedy shall not exclude pursuit of any other remedy, “and
an selection to make expenditures or to take action to perform an obligation of Grantor under t:hls Deed” ‘of Trust,
after Grantor's failure to perform, shall not affect Lender’s right to declare a default and exercise |ts remedles

Accelerate Indebtedness. Lender shall have the right at its option to declare the entire Indebtedness- |mrned|at Iy_:..:
due and payable, including any prepayment penalty which Grantor would be required to pay. . o

Foreclosure. 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 hy ;udrmal"
foreclasure, in either case in accordance with and to the full extent provided by applicable law, ;

UCC Remedies, With respect to all or any part of the Perscnal Property, Lender shall have all ths rlghts and
rernedies of a secured party under the Uniform Commercial Code. R

Collect Rents. Lender shall have the right, without notice to Grantor to take possession of and manage the . '
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Property and collect the Rents, including amounts past due and unpaid, and apply the net proceeds over and

“abpve Lender's costs, against the Indebtedness. In furtherance of this right, Lender may require any tenant or
_ether usar: of the Property to make payments of rent or use fess 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 thiergof 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, whethgr or not any proper grounds for the demand existed. Lender may exercise its tights under this
Spraragréph either in persan, by agent, or through a receiver.

Appomt Receiver.. Lender shall have the right to have a receiver appainted to take possession of all or any part of
the Froperty, wrth the power to protect and preserve the Property, to operate the Property preceding or pending
foreclosure or sale, ‘ant to collect the Rents from the Property and apply the proceeds, over and above the cost of
the recewershlp, against_the Indebtedness. The receiver may serve without bond if permitted by law. Lender’s
right to the appmntment of a receiver shall exist whether or not the apparent value of the Property exceeds the
Indebtedness by a substantral amount. Employment by Lender shall not disqualify a person from serving as a
receiver. : :

Tenancy at Sufferance If Grantor remains in possessmn of the Property after the Property is sold as provided
above or Lender. otherwrse becomes entitled to possession of the Property upon default of Granter, Grantor shall
become a tenant at sufferande of Lender or the purchaser of the Property and shall, at Lender's option, either (1}
pay a reasonable rental fof the use of the Property, or (2} vacate the Property immediately upon the demand of
Lender, :

Other Remedies. Trustee o Lender shall have any other right or remedy provided in this Deed of Trust or the Note
ar by law. ; :

Notice of Sale. Lender shall:give Grantpr reasonable notice of tha time and place of any public sale of the Personal
Property or of the time afterwhich any private sale or other intended disposition of the Personal Property is to be
made. Reascnable notice ShaII'Mean notice given at least ten (10) days befors the time of the sale or disposition.
Any sals of the Personal Property may be made in conjunction with any sals of the Real Property.

Sale of the Property. To tha thent permltted by applicable law, Grantor hereby waives any and all rights to have
the Property marshalled. In exergising its. rlghts and remedies, the Trustee or Lender shall be free to sell all ar any
part of the Property together or separately, in'ane sale or by separate sales. Lender shall be entitled to bid at any
public sale on all or any portion of the Property

Attorneys' Fees; Expenses. If Lender |nst1tutes any:suit or action to enforce any of the terms of this Deed of
Trust, Lender shall be entitled to recover sugh sum-as the 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 are necessary at any time for the protection of its
interest or the enforcement of its rights shal"become a part of the Indebtedness payable on demand and shall bear
interest at the Note rate from the date of the*expenditure until repaid. Expenses covered by this paragraph include,
without limitation, however subject to any limits‘under applicable law, Lender's attorneys' fees and Lender's legal
expenses, whether or not there is a lawsuit, |nc|ud|ng attorneys’ fees and expenses for bankruptey proceedings
(inctuding efforts to medify or vacate any automnatic stay or m}unctlon) appeals, and any anticipated post judgment
collection services, the cost of searching records, obtaining title reports (including foreclosure reports), surveyors'
reports, and appraisal fees, title insurance, and fees for'the’ Trustee, to the extent permitted by applicable law.
Grantor also will pay any court costs, in addition to all:othef sums prowded by law.

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

POWERS AND OBLIGATIONS OF TRUSTEE. The following prowsrons 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 ali powers of Trustee arising a_'s 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, includingthe dedication of streets or other rights to the
public; (b} jein in granting any easemsnt or creating any restriction oh the Real Property; and (¢} jein in any
subordination or other agresment affacting this Deed of Trust or the-interest of Lender under this Deed of Trust.

Obligations to Notify. Trustee shall not be cbligated to notify any other .party of a pending sale under any other
trust deed or lien, or of any action or praceeding in which Grantor, Lendgr, or Trustee shall be a party, unless
required by applicable law, or unless the action or proceeding is brought by Trustee,

Trustee, Trustee shall meet all gualifications required for Trustoe under® ‘applicable law:" In addition to the rights
and remedies sat farth above, with respect to all or any part of the Propérty, the Triistee shall have the right to
foreclose by notice and sale, and Lender shall have the right to foreclose by judlclal foreclosurs in either case in
accordance with and to ths full extent provided by applicable law. : S

Successor Trustee. Lender, at Lender's option, may from time to time appoint a successqr Trustee to any Trustee
appointed under this Deed of Trust by an instrument executed and acknowledged ‘by Liender and roecorded in the
office of the recorder of SKAGIT County, State of Washington. The instrument shall .contaifi, .in‘addition to all
other matters required by state law, the names of the original Lender, Trustee, and Grantor; the' book and pagea 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 be executed and acknowledged by Lender or its sur_:gessors in.: interest. The
successor trustee, without conveyance of the Property, shall succeed to all the title, power, ahd dutiss conferred
upon the Trustee in this Deed of Trust and by applicable law. This procedure for substltutlon ‘of Trustee shall
goverh to the exclusion of all other provisions for substitution. -

NOTICES. Subject to appllcable law, and except for notice required or allowed by law to be given in* another manner,
any notice required to be given under this Deed of Trust, including without limitation any notice of dafaylt.and. any
notice of sale shall be given in writing, and shali be effective when actually delivered, when actu'ally"“recéived by
telafacsimile {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, dirscted to
the addresses shown near the beginning of this Deed of Trust. All copies of notices of foreclosure from the holdef of 5
any tien which has priority over this Deed of Trust shall be sent to Lender's address, as shown near the beglnnlng of ©
this Deed of Trust. Any party may change its address for notices under this Deed of Trust by giving formal written”
notice to the other parties, specifying that the purpose of the notice is to change the party’s address, For notice .~
purposes, Grantor agrees to keep Lender informed at all times of Grantor's current address. Subject te applicable lavw
and except for notice required or allowed by law to be 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 Grantors.

MISCELLANEOUS PROVISIONS. The following miscellansous provisions ¢~ = —~-Boad af Trust:
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_Amendments This Deed of Trust, together with any Related Documents, constitutes the entire understanding and

~" agfeement of the parties as to the matters set forth in this Deed of Trust. No alteration of or amendment to this
~-Desd &f-Trust shall be effective unless given in writing and sighed by the party or parties sought to be charged or
bound by the alteration or amendment.

:,'Annual Heports if the Property is used for purposes other than Grantor's residence, Grantor shall furnish to
{ Lender, ugor request, a certified statement of net operating income received from the Property during Grantor's
: previous fisgal year in such form and datail as Lender shall require. “Net operating incoms”™ shall mean all cash
kirecelpts from the Propsrty less all cash expenditures made in connection with the operation of the Property.

Arbnratlon Grantor and Lender agree that all disputes, claims and controversies between them whether individual,
jeint, or class in mature, arising from this Deed of Trust or otherwise, including without limitation contract and tort
disputes, shall be arbitrated pursuant to the Rules of the American Arbitration Association in effect at the time the
claim is.filed, upon request of either party. No act to take or dispose of any Property shall constitute a waiver of
this arbitration’: agreernent or be prohibited by this arbitration agreement, This includes, without limitation,
obtaining injunctive relief ‘or a temporary restraining order; |nvok|ng a power of sale under any deed of trust or
mortgage; obtarmng a writ ‘of attachment or imposition of a receiver; or exercising any rights relating to personal
property, including 1akmg or disposing of such property with or without judlcral process pursuant to Article 9 of the
Uniform Comimércial Code. Any disputes, claims, or controversies concerning the |lawfulness or reasonableness of
any act, or exercise of any right, concerning any Property, including any claim to rescind, reform, or otherwise
medify any agreement retatrng to the Property, shall also be arbitrated, provided however that no arbitrator shall
have the right or the power to enjojn or restrain any act of any party Judgment upon any award rendered by any
arbitrator may be entered in“any, court having jurisdiction. Nothing in this Deed of Trust shall preclude any party
from seeking equitable reliaf ffom “a dourt of competent jurisdiction. The statute of limitations, estoppel, waiver,
laches, and similar doctrmes which would otherwise be applicable in an action brought by a party shall be
applicable in any arbrtration proceedlng. and the commencement of an arbitration proceeding shall be deerned the
commencement of an agtion for these purposes. The Federal Arbitration Act shali apply to the construction,
interpretation, and enforcemént: of thls arbltratlon provision,

Caption Headings. Captlon headlngs m ‘this Dead of Trust are for convenience purposes only and are not to be
used to interpret or define the provrs}ons of thls Deed of Trust.

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

Governing Law. This Deed of Trust wrli be governed by federal law applicable to Lender and, to the extent not
preempted by federal law, the laws of theState ‘'of Washington without regard to its conflicts of law provisions.
This Deed of Trust has been accepted by Lendst i in the State of Washington.

No Waiver by Lender. Lender shall not ba ,:deemed to have waived any rights under this Deed of Trust unless such
waiver is given in writing and signed by Lender. No delay or amission on the part of Lender in exercising any right
shall operate as a waiver of such right or any other right. A waiver by Lender of a provision of this Deed of Trust
shall not prejudice or constitute a waiver of, Lender’s rlght otherwise to demand strict compliance with that
provision or any other provision of this Deed of Trust. No'ptier waiver by Lender, nor any course of dealing
between Lender and Grantor, shall constitute a waiver of @nysof Lender's rights or of any of Granter's obligations
as to any future transactions. Whenever the consent of Lender js'required under this Deed of Trust, the granting
of such consent by Lender in any instance shall not consntute 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 compstent jurisdiction finds * any provrsron of this Deed of Trust to be illegal, invalid, or
unenforceable as to any circumstance, that finding shall _nof make the offending provision illegal, invalid, or
unenforceable as ta any other circumstance. |If feasible, the offendlng provision shall be considered modified so
that it becomes legal, valid and enforceable. |f the offending provision cannot be so modified, it shall be
considered deleted from this Deed of Trust, Unless othefwjse required by law, the illegality, invalidity, or
unanfurceablhty of any provision of this Deed of Trust shall nut affect the legallty, validity or enforceability of any
other provision of this Deed of Trust. : i

Successors and Assigns. Subject to any limitations stated in thrs Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shall be binding upon and inure to the benefit of the; partres, their successors and assigns. |If
ownership of the Property becomes vested in a person other than Grantor, Lender ; without notice te Grantor, may
deal with Grantor's successors with reference to this Deed of Trust and the Indebtedness by way of forbearance or
extension without releasing Grantor from the obligations of this Deed of Trust or Irab1lty under the Indebtedness.

Time is of the Essence, Time is of the essence in the performance of this: Deed of Trus

Waive Jury. All parties to this Deed of Trust hereby waive the right to any jury. trlal in arw actlon proceeding, or
counterclaim brought by any party against any other party. i ;

Waiver of Homestead Exernption. Grantor hereby releases and waives all rrghts and. beneflts of the homestead
exemption laws of the State of Washington as to all Indebtedness secured by thrs Deecl afTrust.

DEFINITIONS. The following capitalized words and terms shall have the following meanmgs when wsed in this Deed of
Trust. Unless spacifically 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 plura! and..tHe. plural shail
include the singular, as the context may require Words and terms not otherwise dsfined-in thig Deed of “Trust shall
have the meanings attributed to such terms in the Uniform Commercial Code: - ST

Beneficiary. The word "Beneficiary™ means BANK OF THE PACIFIC , and its successors and assrgns

Botrower. The word "Borrower” means HANSELL/MITZEL LLC and includes all co-signers and co- makers srgnmg
the Note and all their successors and assigns.

Deed of Trust. The words "Deed of Trust” mean this Deed of Trust among Grantor, Lender' aﬁd Truétee;"'and
includes without limitation all assignment and security interest provisions relating to the Personal, Property and,
Rents. -

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

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

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

Guaranty. The word "Guaranty” means the guaranty from guarantor, endorser, surety, or accommodation party to
Lender, including without limitation a guaranty of all or part of the Note,
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_ [mﬁ:oﬁéments. The word "Improvements™ means all existing and future improvements, buildings, structures,
i mpbile homes affixed on the Real Property, facilities, additions, replacements and other construction on the Real
Property,

Indebtednéss. The word "Indebtednass" means all principal, interest, and other amounts, costs and expenses
pay:ble under the Note or Related Documents, togsther with all renewals of, extensions of, modifications of,
cansclidations: of and substitutions for the Note or Related Documents and any amounts expended or atvanced by
Lehder ta. dlscharge Grantor's obligations or expenses incurred by Trustee or Lender to enforce Grantor's
obllgatlons under th|s Deed of Trust, together with interest on such amounts as provided in this Deed of Trust,

Lender: Th_e word_"L_andar" means BANK OF THE PACIFIC , its successors and assigns.

Note. THe word "Note” means the promissory note dated December 1, 2005, in the original principal
amount -of ' $4,500,000.00 from Grantor to Lender, together with all renewals of, extensions of,
madifications of refinaneings of, consolidations of, and substitutions for the promissory note or agreement.
NOTICE TO GRANTGH' THE NOTE CONTAINS A VARIABLE INTEREST RATE.

Personal Property The words "Persconal Property™ mean all equipment, fixtures, and other articles of personal
property now-:or heraafter nwned by Grantor, and now or hereafter attached or affixed to the Real Property;
togsther with afl accessions, parts, and additions to, all replacements of, and all substitutions for, any of such
property; and together Wwith:all issues and profits thereon and proceeds (including without limitation all insurance
praceeds and refunds of pfemiums) from any sale or other disposition of the Property,

Property. The word “Plz'bper'ty" 'm:ééns collectively the Real Property and the Personal Property.

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

Related Documents, Th'e 'words "Related Documeants™ mean all promissory notes, credit agreements, loan
agreements, guaranties, sacur:ty agreements, maortgages, deeds of trust, security deeds, coliateral mortgages, and
all other instruments, agreernents:and documents, whether now or hereafter existing, executed in connection with
the Indebtedness; provided, that the envnronmental indemnity agreements are not "Related Documents” and are
not secured by this Deed of Trust )

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

Trustes. The word "Trustes” means FIRST AMEHICAN TITLE COMPANY OF SKAGIT COUNTY, whose mailing
address is P O BOX 1667, MOUNT VERNON, WA 98273 and any substitute or successor trustees,

GRANTOR ACKNOWLEDGES HAVING REAI ALL THE PROVISIONS OF THIS DEED OF TRUST, AND GRANTOR
AGREES TOC iTS TERMS.

GRANTOR:

'deANSELL Co-ManaWoi HANSELL/MITZEL LLC

LIMITED LIABILITY COMPANY ACKNOWLEDGMENT

188

On this Af/ﬁ!t day of QMW 2042 +, befors'me, the undersigned
Notary Public, personally appeared DAN R MITZEL/ Co-Manager; JEFFREY: D HANSELL, Co-Manager of
HANSELL/MITZEL LLC, and persohally known to me or proved to me on the basis of satlsfactorv evidence to be
members or designated agents of the limited liability company that executed the Deed: of Trust and acknowledged the

Dead of Trust to be the free and voluntary act and deed of the limited liability company, by authority of statute, its
articles of nrgamzatlon or its oparatmg agreement, for the uses and purposes therein mentmned and on oath statad

T
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REQUEST FOR FULL RECONVEYANCE

To: T , Trustee

.The;,:.uﬁ'dersign'e__d" is the legal owner and holder of all indebtedness secured by this Deed of Trust. You are hereby
reqitested, 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.

Dater_"" 7 2 . Beneficiary:
S— — By:
Its:

LASER PRO Landing, Ver £.30.00.004 Capr. karlana Finsncial Solutions, Inc 1997, 2008, All Righte Resarved. - WA ¢ \CFROFALPLGON FC TR-G081 PR-10
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