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DEED OF TRUST

DATE: April 26, 2006 o

Reference # (if apphcabie) 118987 ] Additional on page

Grantor({s}:
1. HANSELL/MITZEL LLC

Grantee(s)
1. BANK OF THE F’ACIF[C
2. LAND TITLE COMF‘ANY OF S-KF\GIT COUNTY, Trustes

Legal Description: LOTS 33- 60 AND 66 73 SKAGIT HIGHLANDS, DIVISION Il
Additional on page

Assessor's Tax Parcel ID#: P124253 P124254’+ P124255, P124256, P124257,
P124258, P124259, P124260, P124261 P124262, P124263, Pl24264,

P124265, P124266, P124267, P 4270, 1 4272
P124273, P124274, P124275, P%%ﬂ%@% Pﬁﬁ%@%@g’P1z 278, Pﬁ%ﬁﬁ%g K12
MAXIMUM LIEN. The flien of this Deed of Trust shall not exceed at any one ftime
$2,525,000.00. .

THIS DEED OF TRUST Is dated April 26, 2006, among HANSELL/MITZEL LLC, a Washington
Limited Liability Company {"Grantor"}; BANK OF THE PACIFIC , whose mailing address is
BELLINGHAM BRANCH, 100 GRAND AVENUE, BELLINGHAM, WA 98225 (referred to below

sometimes a5 "Lender” and sometimes as Beneflclary jr-and LAND TITLE COMPANY OF
SKAGIT COUNTY, whose mailing address is 111 GEORGE HOPPER ROAD, BURLINGTON, WA

98233 (referred to below as "Trustee™).

%P124280, P124286, P124287, P124288, P124289, P124290 P124291, P124292
P124293 .




DEED OF TRUST
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CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale, right
of entry and possgssion and for the benefit of Lender as Beneficiary, all of Grantor’s right, title, and interest in and to
tha followmg described real property, together with all existing or subsequently erected or affixed buitdings,
improverments and fixtures; all easements, rights of way, and appurtenances; all water, water rights and ditch rights
(including stock in utllmes with ditch or irrigation rights); and all other rights, royalties, and profits relating to the real
propetty, including’ without limitation all minerals, oil, gas, geothermal and similar matters, (the "Real Property”)

located i in SKAG!T County State of Washington:
PARCEL TAM

LOTS 33 THROUGH 60, 66 THROUGH 73, "SKAGIT HIGHLANDS, DIVISION 11", AS PER
PLAT RECORDED ON APRIL 4, 2006, UNDER AUDITOR'S FILE NO. 200604040052,
RECORDS OF SKAGIT COUNTY WASHINGTON.

SITUATE IN - THE C[TY OF MOUNT VERNON, COUNTY OF SKAGIT, STATE OF
WASHINGTON. S

The Real Property or jts a’ifldr.esg is commonly known as XXX MT. BAKER LOOP, MOUNT
VERNON, WA 98273. ‘The Real Property tax identification number is REFER TO EXHIBIT "B".

FUTURE ADVANCES. In éddltl.;ln' to the' Note, this Deed of Trust secures all future advances made by Lender to
Grantor whether or not the advanges are made putsuant to a commitment, Specifically, without limitation, this Deed of

Trust secures, in addition to tha amounts speqrflad in the Note, all future amounts Lender in its discretion may loan to
Grantor, together with all interest thereon

Grantor hereby assigns as securlty o Lender, all of Grantor's right, title, and interest in and to all leases, Rents, and
profits of the Property. This assignment. {8 recorded in accordance with RCW 85,08.070; the lien created by this
assighment is intended to be specific,: perfeoted and choate upon the recarding 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 or part cf the Indebtedness.

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

PAYMENT AND PERFORMANCE. Except as otherwise provided 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 a timely manner perform all of
Grantor's obligations under the Note, this Deed of Trust and the Helated Documents,

POSSESSION AND MAINTENANCE OF THE PHOPERTY Grantor agrees that Grantor's possession and use of the
Property shall be governad by the following provisions:

Possession and Uss. Until the occurrence 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) collect the Rents from the Property
{this privilege is a license from Lender to Grantor automatlca]ly revoked upon default), The following provisions
relate to the use of the Property or to other limitations rm the Propﬂrty The Real Property is not used principally
for agricultural purposes. L : .

Duty to Maintain. Grantor shall maintain the Property in tanantable condmon and promptly perform all repairs,
replacements, and maintenance necessary to preserve its value, ;

Nuisance, Waste. Grantor shall not cause, conduct or permlt;any nuisaﬁcé nor commit, permit, or suffer any
stripping of ar waste on or to the Property or any portion of thé. Property. /Without limiting the generality of the
foregoing, Grantor will not remove, or grant to any other party the right to. ramove any timber, minerals {including
oil and gas), coal, clay, scoria, soil, gravel or rock products without Lénder' '8 prlor wrltten consent.

Removal of Improvements. Grantor shall not demolish or remove any |mprovements from the 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 !mprovemsnts wrth lmprovements of at least
equal value. g

Lender's Right to Enter. Lender and Lender’s agents and representatives mév e'nter"i.lpdn the Real Property at all
reasonable times to attend to Lender's interests and to inspect the Real Propertv for pul‘Poses of Grantor's
compliance with the terms and conditions of this Deed of Trust. : :

Compliance with Governmental Requirements. Grantor shall promptly complv, and shall promptly cause
compliance by all agents, tanants or other persons or entities of every nature ‘whiatsoever who'rent, lease or
otherwise use or occupy the Property in any manner, with all laws, ordinances, and‘regllatiofs, now or hereafter
in effect, of all governmenta! authorities applicable to the use or occupancy of the Propérty}"lncluding without
limitation, the Americans With Disabilities Act, Grantor may contest in geod faith any’ such law, ordinance, or
regulation and withhold compliance during any proceeding, including appropriate appeals; so Iong as Grantor has
notified Lender in writing prior to doing so and so long as, in Lender's sole opinion, Lender's, mtarasts in the
Proparty 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 shali do aII ethsr
acts, in addition to those acts sat forth above in this section, which from the character and use of, the Propartv are
reascnably necessary to protect and preserve the Property.

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lender's option, (A) declare immediately due éndkpayable ali &
sumns secured 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 conditiochs as Lender deerns appropriate, upon the sale of traﬁsfer..,'
without Lender's prior written consent, of all or any part of the Real Property, or any interest in the Real Property. A5 .
"sale or transfer” means the conveyance of Real Property or any right, title or interest in the Real Property; whetlier’ =
legal, beneficial or equitable; whether voluntary or involuntary; whether by outright sale, deed, installment sale contra’c‘t',-u"
land contract, contract for deed, jeasshold interest with a term greater than three {3} years, leaze-option contract, ar by .~
sale, assignmant, or transfer of any beneficial intsrest in or to any land trust holding title to the Asal Property, or by.any
ather method of conveyance of an interest in the Real Property. |f any Grantor is a corporation, partnership or limited
liability company, transfer also includes any change in ownership of more than twenty-five percent (25%) of the voting
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T e DEED OF TRUST
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s-'fo'q!s.':ijgrtnership interests or limitad liability company interests, as the case may be, of such Grantor. However, this
__;,'op_tior__l_-.shall not be exercised by Lender if such exercise is prohibited by federal law or by Washington law.

.'TAXi'ES.-"ANb”LI.:ENS. The following provisions relating to the taxes and liens on the Propetty are part of this Deed of
Traet

: Payment. Grantor shall pay when dus land in alt events prior to delinquency) all taxes, special taxes, assessments,

i charges (including water and sewer}. fines and impositions levied against or on account of the Property, and shall
“pay when due all claims for work done on or for services rendered or material furnished to the Property. Grantor
‘shall-iiaintain, the Property free of all liens having priority over or equal to the interest of Lender under this Deed of
Triist,~gxcept for the lien of taxes and assessments not due and except as otherwise provided in this Deed of
Trust, & = Y

Right to Confest. Grantor may withhold payment of any tax, assessment, or claim in connection with a good faith
disputs-aver the obligation to pay, so long as Lender’s interest in the Property is not jeopardized. If a lien arises or
is filed as a result .6f ponpayment, Grantor shall within fifteen (15) days after the lien arises or, if a lien is filed,
within fifteen {15} days after Grantor has natice of the filing, secure the discharge of the lien, or if requested by
Lender, deposit'with kender cash or a sufficiant corporate surety bond or other security satisfactory to Lander in an
amount suffigient todischarge the lien plus any costs and attarneys' fees, or other charges that could accrue as a
result of a foraclosure or sale:under the lien. In any contest, Granter shall defend itself and Lender and shall
satisfy any adverse judgment before enforcement against the Property. Grantor shall name Lender as an additional
obligee under any surety bord furnished in the contest proceedings.

Evidence of Payment. Grantor shali-upon demand furnish to Lender satisfactory evidence of payment of the taxes
or assessments and ‘shall duthbrize*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 sh'zill:'inofc_i_fy Lender at least fifteen (15) days before any work is commenced, any
services are furnished, or.any materials are supplied to the Property, if any mechanic's lien, materialmen’'s lien, or
other lien could be asserted on ":accouh‘t_ of the work, services, or tnaterials, Grantor will upen reguest of Lender
furnish to Lender advance a‘sSi.lran‘t':qs* satisfactory to Lender that Grantor can and will pay the cost of such
improvements.

PROPERTY DAMAGE INSURANCE. “The f_oll.oWihé._}pr&visions relating to insuring the Property are a part of this Deed of
Trust. R

Maintenance of Insurance, Grantor shall-procure and maintain policies of fire insurance with standard extended
coverage endorsements on a fair value -basi’é for the full insurable value covering all Improvements on the Real
Property in an amount sufficient to avoid application”of any coinsutance clause, and with a standard mortgagee
clause in favor of Lender. Grantor shall®also procuré and maintain comprehensive general liability insurance in such
coverage amolnts as Lender may request with- ' Trustee and Lender bsing named as additional insureds in such
liability insurance policies, Additionally, Grantor shall maintain such other insurance, including but net limited to
hazard, business interruption, and boiler inéurance. as Lender may reasonably require. Policies shall be written in
form, amounts, coverages and basis reasonably acceptabla to Lender and issued by a company or companies
reasonably acceptable to Lender. Grantor, ugan® requast of Lender, will deliver to Lender from time te time the
policies or certificates of insurance in form satisfactory to Lénder, including stipulations that coverages will not be
canselled or diminished without at least thirty (30) days grigr written notice to Lender. Each insurance palicy also
shall include an endorsement providing that caverage in favdr of Lenider will not be impaired in any way by any act,
omission or default of Grantor or any other person, ‘Sheuld the Real Property be located in an area designated by
the Director of the Federal Emergency Management:Agency as a special flood hazard area, Grantor agrees to
obtain and maintain Federal Fload Insurance, if available, “within 45 days after notice is given by Lender that the
Property is located in a special flood hazard area, for the full_unpaid-principal balance of the loan and any prior liens
on the property securing 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 insurangs for the term of the loan.

Application of Proceeds. Grantor shall promptly notify Lender iof:any loss or damage to the Property. Lender may
make proof of loss if Grantor faills to do so within fifteen (18) days of the casualty. Whether or not Lender’s
security is impaired, Lender may, at Lender's election, receive and retain the proceeds of any insurance and apply
the proceeds to the reduction of the Indebtedness, payment of any lien’ affecting ‘the Property, or the restoration
and repair of the Property. If Lender elects to apply the proceeds to restoration and repair, Grantor shall repair or
replace the damaged or destroyed Improvements in a manner satisfattory to Lender. Lender shall, upon
satisfactory proof of such expenditure, pay or reimburse Grantor frorn the proceeds far the reasonable cost of
repair or restoration if Grantor is not in default under this Desad of Trust. Any proceeds which have not been
disbursed within 180 days after their receipt and which Lender has not: cormmitied 16 the repair or restoration of
the Property shall ba used first to pay any amount owing to Lendar under this: Deed of Trust, then to pay accrued
interest, and the remainder, if any, shall be applied to the principal balance of the Iridebtedness. If Lender holds
any proceeds after payment in full of the Indebtedness, such praceeds shall be paid without interest to Grantor as
Grantor's interests may appear. I -

Grantor's Report on Insurance, Upon tequest of Lender, however not more than.oncera yéar, Grantor shall furnish
to Lender a report on each existing policy of insurance showing: (1) the nanfie of the insurer; (2) the risks
insured; (3) the amaount of the peolicy; (4) the property insured, the then current replacément value of such
property, and the manner of determining that value; and (5) the expiration date of thepelicy. Grantor shall, upen
request of Lender, have an independent appraiser satisfactory to Lender determine the"Qash___Va_iu_g:_re}iIacement cost
of tha Property. T e

LENDER'S EXPENDITURES. If any acticn or praceeding is commenced that would materially affect Lénder's interest in
the Property or if Grantor fails to comply with any provision of this Deed of Trust or any Related Doguiments, ineluding
but not limited to Granter'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 pbligated to) take
any action that Lender deems appropriate, including but not limited to discharging or paying all taxes; liehs,: security
interests, ancumbrances and other claims, at any tirne levied or placed on the Property and paying all gosts for_insuring,,
maintaining and preserving the Property, All such expenditures incurred or paid by Lender for such purpases 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 payabla.on
demand; (B! be added to the balance of the Note and be apportioned among and be payable with any instaliment .
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 payable at the Note's maturity, The Deed of
Trust also will secure payment of thess amounts. Such right shall be in addition to all other rights and remedies to”
which Lender may be entitled upen Default.

WARRANTY: DEFENSE OF TITLE. The foflowing provisions relating to ownership of the Property are a part of this beed '
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) of Trust

Tltle Grantor warrants that: (a) Grantor holds good and marketable title of record to the Property in fes simple,

Sfree and .glear of all liens and encumbrances other than those set forth in the Real Property description or in any
title_insurance policy, title report, or final title opinion issued In favor of, and accepted by, Lender in connaction
with this Dead of Trust, and (b} Grantor has the full right, power, and authority to execute and deliver this Deed of
Trust to Lander

Defense of Title ~Subject to the exception in the paragraph above, Grantor warrants and will forever defend the
title to the Property against the lawful claims of all persons. In the event any action or proceeding is commenced
that guestions Grantor's title or the interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the
action at Grantor's expense. Grantor may be the nominal party in such proceeding, but Lender shall be entitled to
participate in the progseding and to be represented in the proceeding by counssl of Lender's own choice, and
Grantor will deliver, or cause to be delivered, to Lender such instruments as Lender may request from time to time
ta permit such partlclpatmn

Compliance With Laws, Grantor warrants that the Property and Grantor's use of the Property complies with all
existing applicabla lavys; ordmances and regulations of governmental atthorities.

Survival of Representat;ons and Warrantiss. Al 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 forece and affect until such time as Grantor's Indebtedness shall be paid in full.

CONDEMNATION. The followmg prow

Proceedings. !f any proeeedmg in condemnatlon 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 progesding, but Lender shall be entitied to participate in the procesding and to be
represented in the proceeding by counsel ‘of its own choice all at Grantor's expense, and Grantor will deliver or
cause to be delivered to Lender such mstruments and documentation as may be requested by Lender from time to
time to permit such participatitn:- :

'ohs relating to condemnation proceedings are a part of this Deed of Trust:

Application of Net Proceeds. If aII or. .any part of the Property is condemned by eminent domain praceedings or by
any proceeding of purchase in liet. of condemnatlon Lender may at its election require that all or any portion of the
net proceeds of the award be applied ‘to the lndebtedness or the repair or restaration of the Property. The net
proceads of the award shall mean the. award, ‘Aftar payment of all reasonable costs, expenses, and attorneys' fees
incurred by Trustee or Lender in connectian’ W|th the condemnation.

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES. The following provisions relating
to governmental taxes, fees and charges are a part uf th|s Deed of Trust:

Current Taxes, Fees and Charges. Upon request b\,r Lender, Grantor shall execute such documents in addition to
this Deed of Trust and take whataver 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 recording, perfecting or continuing this Deed of Trust, including without limitation all taxes, fees,
documentary stamps, and other charges for recording ot reglstsring this Deed of Trust.

Taxes. The following shall constitute taxes to which thig sectlcm applles {1} a specific tax upon this type of
Deed of Trust or upan all or any part of the Indebtedness sécuréd by this Deed of Trust; (2) a specific tax on
Grantor which Grantor is authorized or required to deduct ‘fmm paymants on the Indebtadness securad 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 on ali or any portion of the Indebtedness or<on payments of principal and intersst made by
Grantor. " P

Subsequent Taxes. |f any tax to which this section applies is snacted subsequent to the date of this Deed of
Trust, this event shall have the same effect as an Event of Default, and ‘Lender may exercise any or all of its
available remedies for an Event of Default as provided below unless Grantor either (1) pays the tax before it
becomes delinquent, or (2) contests the tax as provided abiove.in the Taxes and Liens section and depasits with
Lender cash or a sufficient corporata surety bond or other sacurity. satisfa'ctor'y to Lender.

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

Security Agreament. This instrument shall constitute a Security Agreement to the extent any of the Property
constitutes fixtures, and Lender shall have all of the rights of a secured party under the Umform Commercial Code
as amsended from time to time. : .

Security Interest. Upon request by Lender, Grantor shall take whatever action 'i"s re‘du_ested by Lender to perfect
and continue Lender's security interest in the Rents and Personal Property. In addition ta recording this Deed of
Trust in the real property records, Lender may, at any time and without further authonzatron from Grantor, file
executed counterparts, oopies or raproductions of this Deed of Trust as a fmancmg statemant Grantor shall
rgimburse Lender for all expenses incurred in perfacting or continuing this security, interest. Upon “default, Grantor
shall not remova, sever or detach the Personal Property from the Property. Upon default, Grantor shall assemble
any Personal Praperty not affixed to the Property in a manner and at a place reasonably eonvenignt-to Grantor and
Lender and make it available to Lender within three (3) days after receipt of written demand from Lender to the
extent permitted by applicable law, .

Addresses. The mailing addresses of Grantor (debtor) and Lender (secured party] fré‘m "”Whnch"' infdrmatmn
concerning the security interest granted by this Deed of Trust may be obtained (each as reqmred by the Uniform
Commercial Code) are as stated on the first page of this Desad of Trust. : .

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provisions relating to furth'ér--*“assur'an_é'esa a;;d
attorney-in-fact are a part of this Deed of Trust: E .

Further Assurances. At any time, and from time to time, upon request of Lender, Grantor will make execute and_h-.
delivet, or will cause to be made, executed or delivered, to Lender or to Lender's designaee, and whah requested by
Lender, cause to be filed, recorded, refiled, or rerecorded, as the case may be, at such times and ir:stuch offides.
and places as Lender may deem appropriate, any and all such mortgages, deads of trust, security deeds, security .
agresements, 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, completa,‘ r
perfect, continue, 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 now owned or hereafter acquired by Grantor. Unless prohibited by law or Lender agrees to the”
contrary in writing, Grantor shall reimburse Lender for all costs and expenses incurred in cennection with ‘the
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S DEED OF TRUST
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_A’ﬁorhey—in Fact. If Grantor fails to do any of the things refarred to in the preceding paragraph, Lender may do so
<< for and in the name of Grantor and at Grantor's expense. For such purposes, Grantor hersby irrevocably appoints
~Lender as Grantor's attorney-in-fact for the purpose of making, executing, delivering, filing, recording, and doing all
ather.things as may be necessary or desirable, in Lender's sole opinion, to accomplish the matters referred te in
the ‘precetinyg paragraph,

FULL PERFORMANCE. If Grantor pays all the Indebtedness, including without {imitation ali future advances, when due,
and: otherwisg’ performs all the obligations imposed upon Grantor under this Deed of Trust, Lender shall execute and
dellver to_ Trustee a'request for full reconveyance and shall executs and deliver to Grantor suitable statements of
termlnatlon of any fmancmg statement on file evidencing Lender's sacurity interest in the Rents and the Personat
Property. 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 gonclusive proof of the truthfulness of any such 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 Dafault Grantor falls to make any payment when due under the Indebtedness.

Other Defaults Grantor fa:ls to comply with or to perform any other term, obligation, covenant or condition
contained in this Desd of Frust or in any of the Related Documents or to comply with or to perform any term,
obligation, covenant or cendltlon contained in any other agreement between Lender and Grantor.

Compliance Default. = Fellure_~tu complv with any other term, obligation, covenant or condition contained in this
Dead of Trust, thae Note" or in any of t'he Related Documents,

Default on Other Paymems “Failure of Grantor within the time required by this Deed of Trust to make any payment
for taxes or insuranca, of any other. payment necessary to prevent filing of or to sffect discharge of any lien.

False Statements. Any warranty, representatlon or statement made or furnished to Lender by Grantor or on
Grantor's behalf under this:Deed. of Trustor the Related Documents is false or misleading in any material respect,
sither naw or at the time madé’ or furmshed ar bacomes false or misleading at any time thereafter,

Defective Collateralization. This Deed of Trusy or any of the Related Documents ceases to be in full force and
effect {including failure of any callaterai document to create a valid and perfected security interest or lien) at any
time and for any reason. : .

Death or Insolvency. The dlssulutmn g Gfantor s (regardiess of whether election to continue is mads), any
member withdraws from the limited I|ab|||ty companv, or any other termination of Grantor's existence as a going
business or the death of any member, the |nsolvency of Grantor, the appointment of a receiver for any part of
Grantor's property, any assignment “for the benefit of creditors, any type of creditor workout, or the
commencament of any proceeding under any ban‘krup‘tcv ot insoivency laws by or apainst Grantor,

Creditor or Forfeiture Pruceedmgs Commencement of foreclosure or forfeiture proceedings, whether by judicial
proceeding, self-help, repossessnon or any other.method, by any cteditor of Grantor or by any gavernmental agency
against any property securing the Indebtedriess. This includes a garnishment of any of Granter's accounts,
including deposit accounts, with Lender. Howsaver, this Event of Default shall not apply if there is a good faith
dispute by Grantor as to the validity or reasonableness of-the-claim which is the basis of the creditor or forfeiture
proceeding and if Grantor gives Lender written notice of the creditor or forfeiture proceeding and deposits with
Lender rnonies or a surety bond for the creditor or forfeiture pmceedmg, in an amount determined by Lender, in its
sole discretion, as being an adequate reserve or bond' for. the dispute.

Breach of Other Agreement. Any breach by Grantor under the ter'ms of any other agreement between Grantor and
Lender that is not remedied within any grace period provided fhersin, including without limitation any agresment
congerning any indebtedness or other obligation of Grantor to Lendar, whether existing now or later.

Events Affecting Guarantar. Any of the preceding events occurs with respect to any Guarantoer of any of the
Indebtedness or any Guarantor dies or becomnes incompetent, or revokes or disputes the validity of, or liability
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 assume uncenditionally-the ebligataons arising under the guaranty in a
manner satisfactory to Lender, and, in doing so, cure any Event of’ Default, 5

Adverse Change. A material adverse change occurs in Grantor's flnanmal cOﬂdithl"l or Lender believes the
prospect of payment or performance of the Indebtedness is impaired. :

Insecurity. Lender in good faith believes itsslf insecure.

Right to Cure. If any default, other than a default in payment is curable and |f Grantor has not been given a notice
of a breach of the same provision of this Deed of Trust within the preceding’ fivelve (1.2) 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; ot (2) if the cure requires mare than ten {10} days, immsdiately/initiates steps which Lender deems
in Lendsr's sole discraetion to be sufficient to cure the default and thereafter continues and cpmpletes all reasonable
and necessary steps sufficient to produce compliance as soon as reasonably practrcal

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

Election of Remedies. Election by Lender to pursue any remedy shall not exclude pursult ‘of’ any cher remedv, and
an election to make expenditures or to take action to perform an obligation of Grantor under this: Bead of Trust,
after Grantor's failure to perform, shall not affect Lender's right to declare a default and e)(erclse |ts remedles

Accelerate Indebtsdness. Lender shall have the right at its option to declare the entire Indebtedness Immedlately
due and payable, including any prepayment penalty which Grantor would be required to pay. ; .

Foreclosure. With respect te all or any part of the Real Property, the Trustee shall have the rlght A5 eXercls ..'ts
power of sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by |ud|mal
foreclosure, in either case in accordance with and to the full extent provided by applicable law. P

UCC Remedies. With respsct to all or any part of the Personal Property, Lender shall have all the rlghts and?'
remedies of a secured party under the Uniform Cemmaercial Code. : ;

Collect Rents. Lender shall have the right, without notice to Grantor to take possession of and manage the_-'"v
Property and collect the Rents, including amounts past due and unpaid, and apply the net proceeds,” over and .
above Lender's casts, 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 collectad by
Lender, then Grantor irrevocably designates Lender as Grantor’s attorney-in-fact to endorse instruments recefved in :
payment thereof in the name of Grantor and to negotiate the same and collect the proceeds, Payments by tenants .o
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£ c:rthé'r users to Lender in response to Lender's demand shall zatisfy the obligations for which the payments are
¢ :“made, whether or not any proper grounds for tha demand existed. Lender may exercise its rights under this
vsubparagraph either in persan, by agent, or through a receiver.

Appomt Recewer Lender shall have the right to have a recsiver appeinted to take possession of all or any part of
the’ Property, with the power to protect and preserve the Property, to operate the Property preceding or pending
foreclosura or sale, and to collect the Rents from the Property and apply the proceeds, over and above the cost af
the, racewershrp, against the Indebtedness. The receiver may serve without bond if permitted by law. Lender's
rlght to-the -appasintment of a receiver shall exist whether or not the apparent value of the Property exceeds the
Indebtedness by a substanﬂal amount, Employment by Lender shall not disgualify a person from serving as a
receiver.

Tenancy ag_"Suff"eranbg-.“ f Grantor remains in possession of the Property after the Property is sold as provided
above or-Lender. otherwise bacomaes entitled to pessession of the Property upon default of Grantar; Grantor shall
become a tenant-at sufferance of Lender or the purchaser of the Property and shall, at Lender's option, sither (1)
pay a reascnable rental far the use of the Property, or (2) vacate the Property immediately upon the demand of
Lender, :

Other Hemednas Trustee or Lender shall have any other right or remedy provided in this Deed of Trust or the Note
or by law, h IS

Notice of Sale. Lender sl_'l..éll gi\}e Grantor reasonable notice of the tirme and place of any public sale of the Parsonal
Property or of the time.after which-any private sale or other intended disposition of the Personal Property is to be
made. Reasanable ndtice shall mean hotice given at least ten (10) days before the time of the sale or disposition.
Any sale of the Personal Property ma"y be made in conjunction with any sala of the Real Property.

Sale of the Property. To the extent germitted 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 to sell all or any
part of the Property together or. s_eparate_ly, in one sale or by separate sales. Lender shall be entitled to bid at any
public sale on all or any portien, of'the Prope"rty

Attorneys' Fees; Expensas. |f Lender institutes any suit or action to enforce any of the terms of this Deed of
Trust, Lender shall be entitled toirecsver sugh-sum as the court may adjudge reasonable as attorneys® fees at trial
and upon any appeal. Whether or not- anv court-action is involved, and to the extent not prohibited by law, all
reasonable expenses Lender incurs that in“Lendér’s opinion are necessary at any time for the protection of its
interest or the enforcement of its rights shall become a part of the Indebtedness payable on demand and shall bear
interest at the Note rate from the date of tha expenditure until repaid. Expenses covered by this paragraph include,
without limitation, however subject to any/liniits under. applicable law, Lender's attorneys' fees and Lender's lagal
expenses, whether or not there is a lawsuit, ingluding attorneys' fees and expenses for bankruptcy proceedings
(including efforts to modify or vacate any altorfiatic stay or injunction), appeals, and any anticipated post-judgment
collection services, the cost of searching records, obtaining title reports (including foraclosure reports), surveyors’
reports, and appraisal fees, title insurance, &nd.fees for the Trustee, to the extent permitted by applicable law.
Grantor also will pay any court costs, in addition to alt other sums provided by law.

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

POWERS AND OBLIGATIONS OF TRUSTEE. The following provisions: r' atlng to the powers and obligations of Trustee
{pursuant to Lender's instructions) are part of this Deed of Trust: i Y

Powers of Trustee. In addition to all powers of Trustes arnsnng as a matter of law, Trustee shall have the power to
take the following actions with respect to the Property upén the written request of Lender and Grantor: (a) join in
preparing and filing a map or plat of the RAeal Property, ‘including.the.dedication of streets or other rights to the
public; (b) jein in granting any easement or creating any-restriction on the Real Property; and (c} join in any
subordination or other agreement affecting this Deed of Trust or the interest of Lender under this Deed of Trust.

Obligations to Notify. Trustee shall 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 faw, or unless the action ar proceeding is brought by Trustee,

Trustee. Trustee shall meet all qualifications required for Trustee under-applicable‘law. In addition to the rights
and remedies set forth abave, with respect to all or any part of the Property, tfig Trustee shall have the right to
foreclose by notice and sale, and Lender shall have the right to foracloss’ bv judicial foreclosure, in either case in
accotdance with and to the full extent provided by applicable law. E E

Successor Trustee. Lender, at Lender’s option, may from time to time appomt a sucoessar Trustee to any Trustee
appointed under this Daeed of Trust by an instrument executed and acknowlédged by Lender and recorded in the
office of tha recorder of SKAGIT County, State of Washington. The instrimestit shall -¢ontain, in addition to all
other matters required by state law, the names of the original Lender, Trustee, and Gréntor, 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
trustes, and the instrumaent shall be executed and acknowledged by Lender or its successors in interest. The
successor trustee, without conveyance of the Property, shall succeed to all the tltle, pawer “and duties conferred
upon the Trustee in this Deed of Trust and by applicable law. This procedure for suhstltutlon of Trustee shall
govern to the exclusion of all other provisions for substitution.

NOTICES. Subject to applicable law, and except for notice reguired or allowed by law to be® gwen |n another manner,
any notice required to be given under this Deed of Trust, including without limitation any ndtice of. défault.and any
notice of sale shall be given in writing, and shall be effective when actually delivered, when actually recewed by
telefacsimile (unless otherwise required by law}, whan deposited with a nationally recognized ayerright courier; or, if
mailed, when deposited in the United States mall, as first class, certifiad or registered mail postage prepald d:rected to
the addresses shown near the beginning of this Deed of Trust. All copies of notices of foreclosure from the holder of
any lien which has priority over this Deed of Trust shall be sent to Lender's address, as shown near the beginning of
this Deed of Trust. Any party may change its address for notices under this Deed of Trust by giving fefrmal written
notice to the other parties, specifying that the purpose of the notice is to change the party’s address, For ‘notice .
purpeses, Grantor agrees to keep Lender informed at all times of Granter’s current address. Subject to applicabla law;® *
and axcept for notice required or allowed by law to be given in anather manner, if there is more than one Grantor, &n
notice given by Lender to any Grantor is deemed to be notice given to all Grantors, :

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

Amendments. This Deed of Trust, together with any Related Documents, constitutes the entire understandlng andr." .-
agreement of the parties as to the matters set forth in this Deed of Trust. No alteration of or amendment to this
Desd of Trust shall be effective unless given in writing and signed by the party or parties sought to be charged Qr"'
bound by the alteration or amendment.

Annual Reports. 1f the Property is used for purposes other than Grantor's residence, Grantor shall furnish to
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'_ﬂ]-.é'n__d'ér, upon request, a certified statemment of net aperating income received from the Property during Grantor's
- prévious fiscal year in such form and detail as Lender shall require. "Net operating income” shall mean ali cash
_-Tegeipts from the Property less all cash expenditures made in connection with the operation of the Property.

ArbitFation. " Grantor and Lender agree that all disputes, claims and controversies between them whether individual,
joint, or class in naturs, 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
: dlaim is filed, upon request of either party. No act to take or dispose of any Property shafl constitute a waiver of

‘this. arbitration.-'agreement or be prohibited by this arbitration agreement. This includes, without limitation,
obtaining ' injunctive relief or a temporary restraining ordet; invoking a power of sale under any deed of trust or
mortgage;-obtaining. a writ of attachmant or imposition of a receiver; or exercising any rights relating to personal
property; including 1aking or disposing of such property with or without judicial process pursuant to Article 9 of the
Uniform Commercial: que. 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
modify any agreement relating to the Property, shail also be arbitrated, provided however that no arbitrator shall
have the right or-the power to enjcin 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. equitabls.relief from a court of competent jurisdiction. The statute of limitations, estoppel, waiver,
laches, and €imilar doétrings ‘which would otherwise ba applicable in an action brought by a party shall be
applicable in any arbitration proceeding, and the commencement of an arbitration proceeding shall be deemed the
commencement of an dcticn for these purposes. The Federal Arbitration Act shall apply to the construction,
interpretation, and enforcement of this arbitration provision.

Caption Headings. "Captioh_hé"a.t':llngs?_in this Deed of Trust are for convenience purposes only and are not to be
used to interpret or define the provisions of this Deed of Trust.

Merger. There shall be ﬁ_o"merger &f:fthek_i_nterast 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 bensfit of Lender in any capacity, without the written consent
af Lender, E

Govarning Law. This Peed 6f '_[rlils;t_:.ﬂ;'ill be governed by federal law applicable to Lender and, to the extent not
preempted by federal law, the Jaws of the State of Washingten without regard to its conflicts of law provisions.
This Deed of Trust has been acéepted. by Lender.in the State of Washington.

No Waiver by Lender. Lender shall not Bie déemed to have waived any rights under this Deed of Trust unless such
waiver is given in writing and signed by, Lender. No delay or omission on the part of Lender in exercising any right
shall aperate as a waiver of such right or any otheriight. A waiver by Lender of a provision of this Deed of Trust
shalf not prejudice or constitute a waiver of Leénder's right otherwise to demand strict compliance with that
provision or any other provision of this Deed-of.Trust. No prior waiver by Lender, nor any course of dealing
between Lender and Grantor, shall constityts a,waiver of any of Lender’s rights or of any of Grantor's obligations
as to any future transactions. Whenever the/consent of Lender is required under this Deed of Trust, the granting
of such consent by Lender in any instance‘shagl 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 pfovision of this Deed of Trust to be illegal, invalid, or
unenforceable as to any circumstance, that finding shall not make the offending provision illegal, invalid, or
unenforceable as to any other circumstance, 1f feasibls, the offending provision shall be considered modified so
that it becomes legal, valid and enforceable. If the .éffending ‘provision cannot be so modified, it shall be
considered deleted from 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. BT ey

Successors and Assigns. Subject ta any limitations stated in this Diéd-of-Trust on transfer of Grantor's interest,
this Deed of Trust shall be binding upan and inure to the bengfit'of the patties, their successors and assigns. [f
ownership of the Property becomes vested in a person other thap Grantor; Lender, without notice to Grantor, may
deal with Grantor's successors with reference to this Deed of Trust and the Indebtedness by way of forbearancs or
extension without releasing Grantor from the obligations of this Déed of Trust or liability under the Indebtedness.

Time is of the Essence, Time is of the essence in the performanéé-of this D‘éeud_. of Trust,

Waive Jury. All parties to this Deed of Trust hereby waive the right tosany jury t'rjaﬁ_ in any action, proceeding, or
counterclaim brought by any party against any other party. :

Waiver of Homestead Exemption. Grantor hersby releases and waives all rights a‘Hd_,_benefits of the homestead
exemption laws of the State of Washington as to all indebtedness secured by this Deed of Trust,

DEFINITIONS. The following capitalized words and terms shall have the follewing ‘meafiings when used in this Deed of
Trust. Unless specifically stated to the contrary, all references to dellar amounts shall mean ameunts in fawful money
of the United States of America. Words and terms used in the singular shall incfude the plufal»and the plural shall
include the singular, as the context may require. Words and terms not otherwise’dsfined.if this Deed of Trust shall
have the meanings attributed to such terms in the Uniform Commercial Code: n gt i

Beneficiary. The word "Beneficiary” means BANK OF THE PACIFIC , and its successors apd"a_s_sighs.

Borrower. The ward "Borrower” means HANSELL/MITZEL, LLC and includes all co-si_gﬁél_:s":é'i;ld"co-m.akers signing
the Note and all their successars and assigns. R

Deed of Trust. The words "Deed of Trust™ mean this Deed of Trust among Grantor, L'énc':i'ér,-a'ﬁa,.?l‘f.us_tee, and
includes without limitation all assignment and security interest provisions relating to ths:Personal Property and
Rents.

Default. The word "Default” means the Default set forth in this Deed of Trust in the section fit'l;ed k_"qua-ﬂ_.It"':

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

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

Guarantor. The word "Guarantor” means any guarantor, surety, or accommodation party of any o1 _al‘f '_qf- ':t:h_é
Indebtedness.

Guaranty. The word "Guaranty"” means the guaranty from Guarantor to Lender, including without I'ii'-hitat-ion_x_a‘
guaranty of all or part of the Note. AT

Improevements, The word "lmprovements" means all existing and future improvements, buildings, stru"c,turi-é's.
mobile homes affixed on the Real Property, facilities, additions, replacements and other canstruction on the’ Real
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: Indebté'dness The word "Indebtedness” means all principal, interest, and other amounts, costs and expenses

¢ :-payable under the Note or Related Documents, together with all renswals of, extensions of, modifications of,

vcnnsohdatmns of and substitutions for the Note or Related Documents and any amounts expended or advanced by

y Lender to- drscharga Grantor's obligations or expenses incurred by Trustee or Lender to enforce Grantor's

obhgauons under this Dead of Trust, togsther with interest on such amounts as prowded in this Deed of Trust,

Sp_eclflcally.:wlthout limitation, ndebtedness includes the future advances set forth in the Future Advances
provision of this Deed of Trust, together with all interest therson,

Lender.. The'word "Lender" means BANK OF THE PACIFIC , its successors and assigns.

Noté:- THa word “Note” means the promissory note dated April 26, 2006, in the original principal amount
of $2,625,000.00 from Grantor to Lender, together with all renewals of, extensions of, modifications of,
refinancings-of, consolidations of, and substitutions for the promissory note or agreement. NOTICE TC GRANTOR:
THE NOTE CONTAINS A:VARIABLE INTEREST RATE.

Personal Property. The words "Personal Property” mean all equipment, fixtures, and other articles of personal
property now ot hereaftar, owned by Grantor, and now or hereafter attached or affixed to the Real Property;
togethet with all accessions, ‘parts, and additions to, all replacernents of, and all substitutions for, any of such
property; and together with all issues and profits thereon and proceeds (including without limitation all insurance
proceeds and refunds of: prerplums) fram any sale or other disposition of the Property.

Property. The word "Propérty™ means collectively the Real Property and the Personal Property.

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

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

Rents. The word "Rents” meang’ aII presant and future rents, revenuss, income, issues, royalties, profits, and
other benefits derived from the Property. %

Trustee, The word "Trustee” means LAND TITLE COMPANY OF SKAGIT COUNTY, whose mailing address is 111
GEORGE HOPPER ROAD, BURLINGTON, WA 98233 and any substitute or successor trustees.

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

GRANTOR:

LIMITED LIABILITY COMPANY ACKNOWLEDG.ME&I J u,,/
i . s‘ R ,4’4,
STATE OF VA Y o o§ % ,g, ?:“;h:m’ 22
; 4;; "%z
- ).:_35 : ‘E‘,‘,: r=
COUNTY OF Sga%yt,ﬁ“ b 5
N

On this day of P 0{2 ; %ndersngned
Notary Public, personally appeared JEFFREY D HANSELL&Co-Manager of HANSELLIMIT ;L ‘&Sﬂn p@r‘sonally known
to me or proved to me on the basis of satisfactory evidence to he a member of demgnated agent &the limited liabitity
company that executed the Deed of Trust and acknowledged the Deed of Trustto-be the free and voluntary act and
deed of the limited liability company, by authority of statute, its articles of organlzatlon orts operating agreement, for
the uses and purposes therain mentioned, and on oath stated that he or she is authorized to execute thIS Deed of Trust
anah fact executed the Deed of Trust on behalf of the limited liahility company. :

Residing at .

Notary Public in and for the State of [3 Z?q My commission exgir"e“_s,.-.;;ﬁ..

REQUEST FOR FULL RECONVEYANCE

To: , Trustes

The undersigned is the lagal owner and holder of all indebtedness secured by 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 t @
right, title and interest now held by you under the Deed of Trust. A

Date: Beneficiary:
By:
Its:

A B
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