e WL

- ¢ CML % Brandi Reid
© 2211 Rimland Dr, Ste 230 Skaglt County Auditor

¢ Bellingham, WA 98226 .

[T ATIERICAN TITLE GO,

DEED OF TRUST RG2S -2

DATE: June 23, 2006 A

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

Grantee(s)
1. Horizon Bank :
2. Westward Financial: Serwces Corporatlon Trustee

Legal Description: Tract 13, "LIND-S;M_C_:LEAN TRACTS
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THIS DEED OF TRUST is dated June 23, 2006, among Hansell/Mitzel, LLC; A Washington
Limited Liability Company ("Grantor");" Horizon.-Bank, whose mailing address is Skagit
Commercial Center, 2211 Rimland Drive, Suite 230, Belhngham WA 98226 (referred to below
sometimes as "Lender" and sometimes as "Beneflmary“), and Westward Financial Services
Corporation, whose mailing address is 1500 Cornwall Avenue, Bellingham, WA 98225
(referred to below as "Trustee"). : SR
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ECONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale, right
.of entryand. 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, improvements and
fixtures; all easements, rights of way, and appurtenances; all water, water rights and ditch rights (including stock in utilities
with:ditch or irrigatien rights); and all ather rights, royalties, and profits relating ta the real property, including withaut limitation

all minerals, of;'gas, geothermat and similar matters, (the "Real Property") located in Skagit County, State

of Washmgton o

Tract 13; "LIND S McLEAN TRACTS", as per piat recorded in Volume & of Plats, page 36,
records. of Skaglt County, Washington.

Situate in the county of Skagit, State of Washington

The Real Property or.its address is commonly known as 15363 Sunset Lane, Mount Vernon,
WA 98273. The Real’ Prcsperty tax identification number is 3946-000-013-0006 (P67251).

REVOLVYING LINE OF CREDIT. .This Deed of Trust secures the Indebtedness including, without limitation, a revolving
line of credit,with a variable rdte 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 amortizatiod. Funds may be advanced by Lender, repaid, and subsequently readvanced. The
unpaid balance of the revolving line of credit may at certain times be lower than the amount shown or zero. A zero
balance does not terminate the line of credit or terminate Lender's obligation to advance funds to Grantor. Therefore,
the lien of this Deed of Trust wilk remain in full force and effect notwithstanding any zero balance.

Grantor hereby assigns as secumy ta Lender alf of Grantor's right, tile, and interest in and to all leases, Rents, and profits of
the Property. This assignment is recorded in.dceordance with RCW 65.08.070; the lien created by this asmgnment is intended
to be specific, perfected and choate upon: the.recording of this Deed of Trust. Lender grants to Grantor a license to gollect
the Rents and profits, which license may be m.voked at Lender 5 option and shall be automaticatly revoked upon acceleration
of all or part of the Indebtedness. :

THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS
AND PERSONAL PROPERTY, IS GIVEN. TO" SECURE (A) PAYMENT OF THE INDEBTEDNESS AND (B)
PERFORMANCE OF ANY AND ALL OBLIGATIONS UNDER THE NOTE, THE RELATED DOCUMENTS, AND THIS DEED
OF TRUST. THIS DEED OF TRUST |8 GIVEN ANP ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Except as. étherwise provided in this Deed of Trust, Grantor shall pay to Lender al
amounts secured by this Deed of Trust as they Déc;pmef due, and shall strictly and in a timely manner perform all of Grantor's
obligations under the Note, this Deed of Trust, and the Related Documents.

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 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)” colleét the Rents from the Property (this privilegs is a
license from Lender to Grantor automatically revoked upen default). The following provisions relate o the use of the
Property or to other limitations on the Property. The Real "Préperty is ot used principally for agricultural purpcses.

Duty to Maintain. Grantor shall maintain the Property” |n tenantable condltlon and promptly perform all repairs,
replacements, and maintenance necessary to preserve its value, :

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance nor_co__mmit, permit, or suffer any stripping of
or waste on or to the Property or any portion of the Property. Without Jimiting the generality of the foregoing, Grantor will
not remove, or grant to any ather party the right to remove, any :timber, mlnerals (including oil and gas), coal, clay,
scoria, soil, gravel or rock products without Lender's prior written consent

Removal of Improvements. Grantor shall not demolish or remove any Improvements from the Real Property without
Lender’s prior written consent. As a condition to the ramoval of any Improvements, Lendet.may require Grantar to make
arrangements satisfactory to Lender to replace such lmprovements with Improvemsnts of atleast equal vaiue,

Lender's Right to Enter. Lender and Lender's agents and representatives fmay enter Ubon the Real Property at all
reasonable times to attend to Lender’s interests and to inspect the Real Propeny for purposas of Grantor's compliance
with the terms and conditions of this Dead of Trust.

Compliance with Governmental Requirements. Grantor shall promptly comply."'and sha.'l_:prompﬂy cause compliance
by all agents, tenants or cther persons or entities of every nature whatsoevar who rent;leasa or otherwise use or occupy
the Property in any manner, with all laws, ordinances, and regulations, now or hereafter in effact, of all governmental
authorities applicable to the use or occupancy of the Property, including without limitation; the Americans With Disabilities
Act. Grantor may contest in good faith any such law, ordinance, or regulation and withhgid comphance during any
proceeding, including appropriate appeals, so long as Grantor has notified Lender in writing .prior 40 donng so and so
long as, in Lender's sole opinion, Lender's interests in the Property are not jeopardized. Lender-may’ reqUIre Grantor to
post adequate security or a surety bond, reasonably satisfactory to Lender, to protect Lender's; mterest

Duty to Protect. Grantor agrees nelther to abandon or leave unattended the Property. Grantor shall do il Qmer acts, in
addition fo those acts set forth above in this section, which from the character and use of the P:operty are reasonably
necessary to protect and preserve the Property,

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lenders option, (A) declare immediately due and payable all
sums secured by this Deed of Trust or {B) increase the interest rate provided for in the Note or other documerit evidensirig

the Indebtedness and impaose such other conditions as Lender deems appropriate, upon the sale or transfer, withoutLénder's -
prior written consent, of all or any part of the Real Property, or any interest in the Real Property. A “sale or transfer” mieans the
conveyance of Real Property or any right, title or interest in the Real Property; whether lagal, beneficial or equitable; whether.”
voluntary or involuntary; whether by outright sale, deed, installment sale contract, land contract, contract for deed “leasshold .
interest with a term greater than three (3) years, lease-option contract, or by sale, assignment, or transter of any hengficial’ ~
interest in or to any land trust holding tile to the Real Property, or by any other method of conveyance of an Interest in the™
Real Property. If any Grantor is a corporation, partnership or limited liability company, transfer also includes any cha,nge in;
ownership of more than twenty-five percent (26%) of the voling stock, partnership interests or limited liability company ..~ .-
interests, as the case may be, of such Grantor. However, this option shall not be exercised by Lender if such exercise is .~
prohibited by federal law or by Washington law.

TAXES AND LIENS. The following provisions relating lo 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, .+

WA

Skagit County Auditor
6/29/2006 Page 2 of 8 1:47PM..




DEED OF TRUST
" koan No: 6000001162 (Continued) Page 3

.charges (including water and sewer), fines and impaositions 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

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

‘Right to Contest. Grantor may withhold payment of any tax, assessment, or claim in connection with a good faith

: dispute over the obligation to pay, so fong as Lender's interest in the Property Is not jeopardized. If & lien arises or is
filed as a.result of nonpayment, Grantor shall within fifteen (15) days atter the lien arises or, if a lien is filed, within fifteen
{15)-days after Grantor has notice of the filing, secure the discharge of the lien, or ¥ requested by Lender, deposit with
Lender cash o a. sufficient corporate surety bond or other security satisfactory to Lender in an amount sufficient o
discharge the lien plus any costs and attorneys’ fees, or other charges thal could accrue as a result of a foreclosura or
sale under tha lien. 'In any contest, Grantor shall defend itself and Lender and shall satisfy any adverse judgment before
enforcement agamst the Property. Grantor shall name Lender as an additional obligee under any surety bond furnished

in the contest praceedlngs

Evidence of Payment.- G_fantor shall upon demand fumish to Lender satisfactory evidence of payment of the taxes or
assessments ardl shafl.authorize the appropriate govermnmental official to deliver fo Lender at any time a written statement
of the taxes and assessiments. against the Property.

Notice of Construction:” Graﬂtor shall notify Lender at jeast 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’ agcount. of the work, services, or materials. Grantor will upon request of Lender furnish to
Lender advance assurdnces sanstactory to Lender that Grantor can and wili pay the cost of such improvements.

PROPERTY DAMAGE INSURANCE The followmg provisions relating to insuring the Property are a part of this Deed of
Trust.

Maintenance of Insurance Grantor- shall.procurs and maintain policies of fire insurance with standard extended
covarage endorsements on. " raplacement bams for the full insurable value covering all Improvements on the Real
Property in an amount sufficiént to avoid appllcatlon of any coinsurance clause, and with a standard mortgagee clause in
favor of Lender. Grantor shali also.proctire and malintain comprehensive general liability insurance in such coverage
amounts as Lender may request with Trustes and-Lender belng named as additional insureds in such liability Insurance
policies.  Additionally, Grantor shali maintain 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,
coverages and basis reasonably acceptable'to Lender and issued by a company or companies reasonably acceptable to
Lender. Grantor, upon request of Lender, will:deliver 1o Lender from time to time the policies or certificates of insurance
in form satisfactory to Lender, including stipulations that coverages wil not be cancelled or diminished without at least
ten (10) days prior written notice to Lender. ‘Each-insurance policy also shall include an endorsement providing that
coverage in favor of Lender will not be impaired-in_any way by any act, omigsion or default of Grantor or any other
person. The Real Property is or will be located:in an area designated by the Director of the Federal Emergency
Management Agency as a special flood hazard area. Grantor agrees to obtain and maintain Federal Flood Insurance, if
available, for the full unpaid principal balance of the:loan and any prior Hens on the property securing the loan, up to the

maximum pollcy limits set undesr the National Fleod Insurance Prqgram or as otherwise required by Lender, and to
maintain such insurance for the term of the loan,

Application of Proceeds. Grantor shall prompty notlfy Lender of: any loss or damage to the Property. Lender may
make proof of loss if Grantor fails to do so within fifteen (15) deys ofithe casualty, Whether or not Lender's security is
impaired, Lender may, at Lender's election, receive and rgtain’the progesds of any insurance and apply the proceeds to
the reduction of the Indebtedness, payment of any lien: affectmg the Property, or the restoration and repair of the
Property. If Lender glects to apply the proceeds to restoration and: repalr Grantor shall repair or replace the damaged or
destroyed Improvements in a manner satisfactory to Lender.":Lendershdll, upon satisfactory proof of such expenditure,
pay or reimburse Granior from the proceeds for the reasonable cost:df repair, Ge. restoration ¥ Grantor is not in default
under this Deed of Trust. Any proceeds which have not been dishursed within 180 days after their receipt and which
Lender has not committed 1o the repair or restoration of the Propéry shaki be used first to pay any amount owing to
Lender under this Deed of Trust, then to pay accrued interest, and the remaindsr, if any, shall be applied to the principal
balance of the Indebtedness. If Lender holds any proceeds after payment.in !ull of the indebtedness, such proceeds
shall be paid without interest to Grantor as Grantor's interests may appear :

Grantor's Report on Insurance. Upon request aof Lendsr, however not more than ance a year, Grantor shall furnish o
Lender a report on each existing policy of insurance showing: (1) the name’of:the insurer; {2) the risks insured; (3)
the amount of the policy; (4) the property insured, the then current replacementivalue 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 replacetnent-cost of the Property.

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would méterialty atfect Lender's interest in the
Property or if Grantor fails to comply with any provision of this Deed of Trust or any Related.Documents, including but not
limited to Grantor's failure to discharge or pay when due any amounts Grantor is required to discharge ef pay under this Deed
of Trust or any Related Documents, Lender on Grantor's behalf may (but shall not be obligated to) take any action that Lender
deems appropriate, including but not limited to discharging or paying all taxss, liens, secunty interests, ancumbrances and
ather claims, at any time levied or placed on the Property and paying all costs for insuring, maintaining and preserving the
Property. Al such expenditures incurred or paid by Lender for such purposes will then bear interest atthe rate charged
under the Note from the date incurred or paid by Lender to the date of repayment by Grantor. All such sxpenses will become
a part of the Indebtedness and, at Lender's option, will (A) be payable on demand; {B) be added o the, palance of the
Note ard be apportioned among and be payable with any installment payments to become due during either’ (1) the term of
any applicable insurance policy; or {2) the remaining term of the Note; or (C) be treated as a balioon payment which will be
duse and payable at the Note's maturity. The Deed of Trust also will secure payment of these amounts® Such rjght shall be in
addition to all other rights and remedies to which Lender may be entitied upon Default.

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

Title. Grantor warrants that: (a) Grantor holds good and markestable title of record to the Property in fée *simpf‘e.‘"’free,."‘*._
and clear of all liens and encumbrances other than those set forth in the Real Property description or in any fitie
insurance policy, titte report, or final title opinion issued in favar of, and accepted by, Lender in connaction 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 e

Defense of Title. Subject to the exception in the paragraph above, Grantor warrants and will forever defend the. fitte to
the Property against the lawful claims of all persons. In the event any action or proceading is commenced that quesnons B
Grantor’s title or the interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the action at Grantors
expense. Grantor may be the nominal party in such proceeding, but Lender shall be entitted to participate in thes"
procesding and to be represented in the proceeding by counsel of Lender's own chaice, and Grantor will deliver, of
cause to be delivered, to Lender such instruments as Lender may reguest from time to time 1o permit such participation.
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._:cﬁ'm;'i'liance With Laws. Grantor warrants that the Property and Grantor's use of the Property complies with all existing
* applicable laws, ordinances, and reguiations of governmental authorities.

: “Surwval of ‘Representations and Warranties. All representations, warranties, and agresments 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
;remam in full force and effect until such time as Grantor's Indebtedness shail be paid in full

CON_DEMNATI__ON_. The following provisions relating to condemnation proceedings are a part of this Deed of Trust:

Proceedings. If‘any proceeding in condemnation is filed, Grantor shall promptly notify Lender in weiting, and Grantor
shall promiptly-take such steps as may be necessary to defend the action and obtain the award. Grantor may be the
nominal party in’such'proceeding, but Lender shall be entitled to participate in the proceeding and to be represented in
the proceedirg by counsel of its own choice all at Grantor's expense, and Grantor will deliver or cause to be delivered to
Lender: such lnstruments and documentation as may be requested by Lender from time to time to permit such
participation.

Application of Net: Proceeds If all or any part of the Property is condemned by eminent domain proceedings of by any
proceeding or pufchase in’lieu of condemnation, Lender may at its election require that all or any portion of the net
preceeds of the award, be applied to the Indebtedness or the repair or restoration of the Property. The net proceeds of
the award shalimean the awardkafier payment of all reasonable costs, expenses, and attorneys’ fees incurred by Trustee
or Lender in connection wuth lhe condemnation.

IMPOSITION OF TAXES, FEES AND{ CHARGES BY GOVERNMENTAL AUTHORITIES. The foliowing provisions refating to
governmental taxes, fees and ¢harges are a-part of this Deed of Trust:

Current Taxes, Fees and Charges. Wpon request by Lender, Grantor shall execute such docurnents in addition to this
Deed of Trust and take whatgver 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 ingurred in
recording, perfecting or continuing this Degd of Trust, including without limitation all taxes, fees, documentary stamps,
and other charges for recording or registering.this Deed of Trust.

Taxes. The foliowing shali constitute taxés to which this section applies: (1) a specific tax upon this type of Desd of
Trust or upon all or any part of the’ Indebtedness secured by this Deed of Trust; (2) a specific tax on Grantor which
Grantor Is authorized or required to.dedugt.from payments on the indebtedness secured by this type of Deed of Trust,
(3} a tax on this type of Deed of Trust’ chargeable -against the Lender or the holder of the Note; and (4) a specilic tax
on alt or any portion of the Indebtedness- or on payments of principal and interest mads by Grantor.

Subsequent Taxes. If any tax to which thls. sschon applies is enacted subsequent to the date of this Deed of Trust. this
event shall have the same effect as an Event gf Default, and Lender may exercise any or all of its available remedies for
an Event of Default as provided bglow unless Grantor sither (1) pays the tax befare it becomes delinquent, ar (2)

contests the tax as provided above in the: Taxes.énd Liens section and deposits with Lender cash or a sufficient
corporate surety bond or other security satlsfactory to Lender.

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

Security Agreement. This instrument shall consmute a Security: Agreement to the extent any of the Property constitutes
fixtures, and Lender shall have all of the rights of a secured party undef the Uniform Commercial Code as amended from
time to time,

Security Interest. Upon request by Lender, Grantor shal_! take whateve‘r action s requested by Lender to perfect and

continue Lender's security interest in the Rents and Personal Property. -In addition to recording this Deed of Trust in the
real property records, Lender may, at any time and without farther authiorizatien from Grantor, file executed counterparts,

copies or reproductions of this Deed of Trust as a financing statement:” Grantorshall reimburse Lender for all expenses
incurred in parfecting or continuing this security interest.  Upon default, ‘Grantor ‘shall not remove, sever or detach the
Personal Property from the Property. Upon defauit, Grantor shall' assemble any Personal Property not affixed to the
Property in a manner and at a place reasonably convenient to Grantor-and Lendér and make it available to Lender within

three (3) days after receipt of written demand from Lender fo the exten't permitted by applicable flaw.

Addresses. The malling addresses of Grantor {debtor) and Lander {securad party) from which information concerning
the security interest granted by this Deed of Trust may be obtained (each as requnred by the Uniform Commercial Code)
are as stated on the first page of this Deed of Trust.

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provisionsf relating-- tb further assurances and
attomey-in-fact are a part of this Deed of Trust:

Further Assurances. At any time, and from time to time, upon request of Lender Grantor il make, execute and
deliver, or will cause to be made, executed or delivered, to Lender or 1o Lender's tesignee, and when requested by

Lender, cause to be flled, recorded, refiled, or rerecorded, as the case may be, at such times and-in such offices and
places as Lender may deem appropriate, any and all such mergages, deeds of. “trust, secuniy deeds, security
agreements, financing statements, continuation statements, instruments of further ‘assurance, gertificates, and other
documents as may, in the sole opinion of Lender, be necessary or desirable in order. to.effectuate, .complste, perfect,

continue, or preserve (1) Grantor's obligations under the Note, this Deed of Trust, and the Related Documents and (2)
the tiens 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 jaw or Lender agrees to the contrary in-writing, Grantor shall
reimburse Lender for all costs and expenses incurred in connection with the matters referred to jn this paragraph

Attorney-in-Fact, If Grantor fails to do any of the things referred 1¢ in the praceding paragraph,- Lender- may do sa for
and in the name of Grantor and at Grantor's expense. For such purposes, Grantor hereby irreviogatily dppoints Lender
as Grantor's attorney-in-fact for the purpose of making, executlng, delivering, filing, recording, and domg all other things
as may be necessary or desirable, in Lender's sole opinion, 1o accomplish the matters raferred-to-in the precsdlng
paragraph.

FULL PERFORMANCE. If Grantor pays all the Indebtedness when due, and otherwise performs all the obllgatlons |mposed .
upon Grantor under this Deed of Trust, Lender shall execute and deliver to Trustee a request for full reconveyance arid’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 Property. Any reconveyance fee shall be paid by Grantor, it permitted by’ ~
applicable law. The grantee in any reconveyance may be described as the "person or persons legally entltled thereto®, ang ¢
:he recitals in the reconveyance of any matters or facts shall be conclusive proof of the truthfulngss of any such matters or}
acts.

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

Payment Default. Granlor fails to make any paymant when due under the Indabtedness.

Ty Mm
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. _Ot:ﬁef"t)efaults. Grantor fails to comply with or to perform any other term, obligation, covenant or candition contained in
¢ - thi§ Deed of Trust or in any of the Related Documents or to comply with or to perform any term, obligation, covenant or
~condition eontained in any other agraement between Lender and Grantor.

Compliarice Default. Failure to comply with any other term, obligation, covenant or condition contained in this Deed of
Trust, the Note or in any of the Related Documents.

* Default on-Other Payments. Failure of Grantor within the time required by this Deed of Trust to make any payment for
'taxss of, insurance, or any other payment necessary to prevent filing of or to effect discharge of any lien.

False Statements,’ Any warranty, reprasentation or statement made or furnished 1o Lender by Grantor or on Grantor's
behalf under this’ Deed of Trust or the Related Documents is false or misleading in any material respect, either now or at
the time.made or furnished or becomes false or misleading at any time thereafter,

Defective"'CmIatéraiiiatlon This Deed of Trust or any of the Related Documents ceases to be in full force and effect
{including failure of any coilateral document to create a valid and perfecied security interest or lien) at any time and for
any reason.

Death or msolvency The d|ssolut|on of Grantor's {regardiess of whether slection to continue is made), any member
withdraws from thé limited liability company, or any other termination of Grantor's existence as a going business or the
death of any member, the insolvency of Grantor, the appointment of a receiver for any part of Grantor's property, any
assignment for the benefit of ‘creditors, any type of creditor workout, or the commencement of any proceeding under any
bankruptey or |nsolvency laws" by or agalnst Grantor.

Crediltor or Forfelture Proceedlngs Commencement of foreclosure or forfeiture proceedings, whether by judicial
procaeding, self-help, repossession or. any other method, by any creditor of Grantor or by any governmental agency
against any property securing the Indébtedness. This includes a gamishrment of any of Grantor's accounts, including
deposit accounts, with Lender. However, this Event of Default shall not apply if there is a good faith dispute by Grantor
as 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 thercreditor-or forfeiture proceeding and deposnts with Lender menies or a surety bond for
the creditor or forfeiture procesdmg, in- an: amount determined by Lender, in its sole discretion, as being an adequate
reserve or bond for the dispute. g

Breach of Other Agreement. Any breach by Grantor under the terms of any other agreement between Grantor and
Lender that is not remedied within .ary grace ‘period provided therein, including without limitation any agresment
concerning any indsbtedness or other obligatiory’ of_ Grantor to Lender, whether existing now or later.

Events Affecting Guarantor, Any of the preceding-‘events occurs with respect to any Guarantor of any of the
Indebtedness or any Guarantor dies of becomes ingompetent, 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 uncond_ltionally the obligations arising under the guaranty in a manner
satisfactory to Lender, and, in doing so, cure ary Event of Default.

Adverse Change. A material adverse change occurs in Grantor’s financial condition, or Lender believes the prospect of
payment or performance of the Indebtedness is impa-ired

Insecurity. Lender in good faith belisves itself insecire.

Right to Cure. I any default, other than a default in paymem |s curable and if Grantor has not been given a notice of a
breach of the same provision of this Deed of Trust within.the preceding twelve (12) months, it may be cured if Grantor,

after receiving written notice from Lender demanding cure of such default: (1) cures the default within thirty {30) days:

or (2) if the cure requires more than thirty (30} days, immediately, initiates steps which Lender deems in Lender's sole
discretion to be sufficient to cure the default and thereafter contlnues and cempletes all reasonable and necessary steps
sufficient to produce compliance as soon as reasonably practical.-+~ =

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under thIS -Deed of Trust, at any time thereafter,
Trustee or Lender may exercise any one or more of the fallowing rights and remedies

Election of Remedies. Election by Lender to pursue any remedy shall not exclude pursyit of any other remedy, and an
élection to make expenditures or to take action to perform an obligation-of Grantor, undsr this Deed of Trust, after
Grantor's failure to perform, shail not affect Lender's right to declare a default-and exercuse Jts remedies.

Accelerate Indebtedness. Lender shail have the right at its option to declare’the’ ‘antire: !ndebtedness immediately due
and payable, including any prepayment penalty which Grantor would be requured topay. @ ¢

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have the right to exercise its pawer of
sale and to foreclose by notice and sale, and Lender shall have the right to toreclose by Judlcial foreclosure, 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 Personal Property, Lender shall have aIl the rlghls and remedies of
a secured party under the Uniform Commercial Code.

Collect Rents. Lender shall have the right, without notice to Grantor to take possessmn of: and manage the Property
and collect the Rents, including amounts past due and unpaid, and apply the net proceeds, ovér and above Lender's
costs, against the Indebtedness. In furtherance of this right, Lender may require any tendht-of other user of the Property
to make payments of rent or use fees directly to Lender. If the Rents are collected by Lender,-then.Grantor irrevocably
designates Lender as Grantor's attorney-in-fact to endorse instruments received in paymerit theréof in the"name of
Grantor and to negotiate the same and collect the proceeds. Payments by tenants or other users to Lender in response
to Lender's demand shall satisfy the obligations for which the payments are made, whether or not any. préper grounds
for the demand existed, Lender may exercise its rights under this subparagraph either in person,:by agent or through a
receiver.

Appoint Recelver. Lender shall have the right to have a receiver appointed to take possession of aH or any pan of ths
Property, with the power to protect and preserve the Property, to operate the Property preceding or panding, fireclosure
or sale, and to collect the Rents from the Property and apply the proceeds, over and above the cost of the Tecelvershig,
against the Indebtedness. The receiver may serve without bond if permitted by law. Lender's right to trie appaiftment .
of a receiver shall exist whether or not the apparent value of the Property exceeds the Indebtedness by'a substantsal
amount. Employment by Lender shall not disqualify a person from serving as a receiver, '

Tenancy at Sufferance. If Grantor remains in possession of the Property after the Property is sold as prowded a’bové of /

Lender otherwise becomes entitied to possession of the Property upon defauit of Grantor, Grantor shall begome &

tenant at sufferance of Lender or the purchaser of the Property and shall, at Lender's option, either (1) pay: a

reasonable rental for the use of the Property, or (2) vacats the Property immediately upon the demand of Lender.

Other Remedies. Trustee or Lender shall have any other right or remedy provided in this Deed of Trust or the Notélof:'

by law.
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_Notiée of Sale. Lender shall give Grantor reasonable notice of the time and place of any public sale of the Personal

£+ Property or of the time after which any private sale or other intended disposition of the Personal Property is 10 be made,

-“Reasonable notice shall mean notice given at least ten (10) days betore the time of the sale or disposition. Any sale of
the Personat Property may be made in conjunction with any sale of the Real Property.

“Gale of the Property. To the extent permitted by applicable law, Grantor hereby waives any and all rights to have the

: Property marshalled. In exercising its rights and remedies, the Trustee or Lender shall be free to sell all or any pan of the
-Property tegether or separately, in one sale or by separate sales. Lender shall be entitled to bid at any public sale on all
or any-gortion of the Property.

Attorneys Fees, ‘Expenses. [f Lender institutes any suit or action to enforce any of the terms of this Deed of Trust,
Lender shal! bé entitied to recover such sum as the court may adjudge reasonable as attorneys’ fees at trial and upon
any appeal’ Wh_ethe_r_ or not any court action is involved, and to the extent not prohibited by law, all reasonable
expenses Lender.incurs:that in Lenders 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 the.expenditure until repaid. Expenses covered by this paragraph include, without limitation,
however subject to any.imits under applicable law, Lender's attomeys’ fees and Lender's legal expenses, whether or not
there is a lawsuit; "incJu'ding :attorneys’ fees and expenses for bankruptcy proceedings (including efforts to modify or
vacate any automatic slay or Infunction), 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 other sums’ provided By-law.

Rights of Trustee. frustee__s"hell:--'HQVe 'a:'al_l_ of the rights and duties of Lender as set forth in this section.

POWERS AND OBLIGATIONS OF TRUSTEE. The following provisions relating to the powers and cobligations of Trustee
(pursuant to Lender's instruction‘s)'are part of this Deed of Trust:

Powers of Trustee. In addition.to, all powers ‘of Trustee arising as a matter of law, Trustee shall have the power 10 take
the following actions with respect. to the Property upon the written request of Lender ang Grantor: (a) join in preparing
and filing a map or piat of the Real Property including the dedication of streets or other nghts to the public; (b) join in
granting any easement or creating any restriction. on the Real Property; and {c) join in any subordination or other
agreement affecting this Deed of Trust or the-interest.of Lender under this Deed of Trust.

Obligations to Notify. Trusiee 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 preceeding-in’ which Grantor, Lender, or Trustee shall be a party, unless required by
applicable law, or unless the action or proceeding is braught by Trustes.

Trustee. Trustee shall mest all qualificatigns required for Trustee under appiicable law. In addition to the rights and

remedies set forth above, with respect to all or any pait of the Property, the Trustee shall have the right to foreclose by
notice and sale, and Lender shall hava the rlght 1o foreclose by judicial foreclosure, in either case in accordance with and

to the full extent provided by applicable faw.

Successor Trustee. Lender, at Lender's optlon may from time to time appoint a successor Trustee to any Trustee
appointed under this Deed of Trust by an instrumentexecuted and:acknowledged by Lender and recorded in the office
of the recorder of Skagit County, State of Washington. The instrument shall contain, in addition to all other matters
required by state law, the names of the original Lender, Trustde, dnd Grantor, the book and page or the Auditor's File
Number where this Deed of Trust is recorded, and the name and address of the successor trustee, and the instrument
shall be executed and acknowledged by Lender or its suscessors in interést. The successor trustea, without conveyance
of the Property, shall succeed to all the title, power, and duties conferred upon the Trustee in this Deed of Trust and by
appiicable law. This procedure for substitution of Trustee ‘shalt” govern o the exclusion of all other provisions for
substitution. . .

NOTICES. Subject to applicable law, and except for notice requrred ar allowed by Iaw fo be given in another manner, any
notice required to be given under this Deed of Trust, including without limitation any notice of default and any notice of sale
shall be given in writing, and shall be effective when actuaily deiivered; when actually received by telefacsimile (unless
ctherwise required by law), when deposited with a nationally recognized. overnight-'caurier, or, if maited, when deposited in
the United States mail, as first class, certified or registered mail postage ‘prepaid, difected.to the addresses shown near the
beginning of this Deed of Trust. All copies of notices of foreclosure from the nolder.of any tien which has priority over this
Deed of Trust shall be sent to Lender's address, as shown near the beginning of this'Deed of Trust. Any party may change its
address for notices under this Deed of Trust by giving formal written notice to the gther 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 to applicable law, and except for notice required or allowed By law o be given in another
manner, if there is more than one Grantor, any notice given by Lender to any Grantcur IS deemed to be notice given to all
Grantors,

MISCELLANEQUS PROVISIONS. The following miscellaneous provisions are a part of this’ Deed of Trust;

Amendments. This Deed of Trust, togather with any Related Documents, constrtutes the entlre understandmg and
agreement of the parties as to the matters set forth in this Deed of Trust. No alteration &f or amendmert to this Deed of
Trust shall be effective uniess given in writing and signed by the party or parties sought | to be eharged or bound by the
alteration or amendment.

Annual Reports. If the Property is used for purposes other than Grantor's residence, Grantor shall furnrsh 1o Lender,
upon request, a certified statement of net operating income received from the Property during . Grainter's. previous fiscal
year in such form and detail as Lender shall require. "Net operating income" shall mean all cash recelpts frorn the
Property less all cash expenditures made in connection with the operation of the Property. R

Caption Headings. Caption headings in this Deed of Trust are for convenience purposes only aﬂd are nei to be used to
interpret or define the provisions of this Deed of Trust. y

Merger. There shall be no merger of the interest or estate created by this Deed of Trust with any ether lnterest or estate
in the Property at any time heid by or for ihe benefit of Lender in any capacity, without the written consenit of Lender

Governing Law. This Deed of Trust wiil be governed by federal law applicable to Lender and, to the exlent not'
preempted by federal law, the laws of the State of Washington without regard to Its conflicts of Iaw prowslons.“
This Deed of Trust has been accepted by Lender in the State of Washington. :

Choice of Venue. li there is a lawsuit, Grantor agrees upon Lender's request to submit to the jurisdiction of the cout‘tS of
Whatcom County, State of Washington.

No Waiver by Lender. Lender shall not be deemed to have walved 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®
operate as a waiver of such right or any other right. A waiver by Lender of a provision of this Deed of Trust shall riot
prejudice or constitute a waiver of Lender's right otherwise to demand strict compliance with that provision or any ather
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g _prowswn of this Deed of Trust. Mo prior walver by Lender, nor any course of dealing between Lender and Grantor, shall
~ gonstitute a waiver of any of Lender's rights or of any of Grantor's cbligations as to any future transactions. Whenever
~the consént of Lender is required under this Deed of Trust, the granting of such consent by Lender in any instance shall
net constitute continuing consent 1o subsequent instances where such consant is required and in afl cases such consent
Jmay be granted of withheld in the sole discretion of Lender.

ff.Severablllty If a court of competent jurisdiction finds any provision of this Deed of Trust to be illegal, invalid, or
‘| nenforceable as_to any circumstance, that finding shall not make the offending provision illegal. invalid, or
unenfo:ceable as'to any other circumstance, If feasible, the offending provision shall be considered medified so that it
bécom_es‘legal; valid.and enforceable. If the offending provision cannot be so modified, it shall be considered deleted
from this Deed.of Trust. Unless otherwise required by law, the illegality, invadidity, or unenforceability of any provision of
this Deed of Trust shall'not affect the legality, validity or enforceability of any other provision of this Deed of Trust.

Successors and Assigns. Subject to any limitations stated in this Deed of Trust on transfer of Grantor's interest, this
Deed of Trust shall be-binding upon and inure to the benefit of the parties, their successors and assigns. It ownership of
the Property becomes vasted. in a person other than Grantor, Lender, without notice to Grantor, may deal with Grantor's
successors with.feference fo 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 liability under the Indebtedness.

Time Is of the Essence: -'-'Tin_ge'i's.i of the essence in the performance of this Deed of Trust.

Waive Jury. All partles to this Deed of Trust hereby waive the right to any jury trial in any action, proceeding, or
counterclaim brought by any party agalnst any other party.

Waiver of Homestead Exemptlon Grantor hereby releases and waives all rights and benefits of the homestead
exemption laws of the State of Washmgion as to all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The toliowing capltallzed words and terms shall have the following meanings when used in this Deed of Trust.

Uniess specifically stated to the-conirary, allreferances to dotlar amounts shall mean amounts in lawful money of the United
States of America. Words and terms’iised in the singular shall include the plural, and the plural shall include the singular, as
the context may require. Words and-terms ot otherwise defined in this Deed of Trust shall have the meanings attributed to
such terms in the Uniform Commercial Code.

Beneficiary. The word “Benellmary means Honzan Bank, and its successors and assigns.

Borrower. The word "Borrower" means HanseUMltzeI LLC and includes all co-signers and co-makers signing the Note
and all their successors and assigns. ;

Deed of Trust. The words “Deed of Trust" 'meén this Deéd of Trust among Grantor, Lender, and Trustee, and in¢ludes
without limitation all assignment and security intereg_t.-prqvisions relating to the Personal Property and Rents.

Default. The word "Default" means the Defé-dlt_ sét {oﬁﬁ in this Deed of Trust in the section titled "Default”.

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

Grantor, The word "Grantor® means Hansell/Mntzel LLC

Guarantor. The word "Guarantor" means any guarantor surety, or accommodation party of any or all of the
Indebtedness.

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

Improvements. The word "Improvements” means all e;ustmg and future improvements, buildings, structures, mobile
homes affixed on the Real Property, facilities, additions, replacemerlts afid other gonstruction on the Real Property.

Indebtedness. The word "Indebtedness” means a!l principal, interest, and other gamounts, costs and expenses payable
under the Note or Related Documents, togetner with all renewals of, extensions of, moadifications of, consolidations of
and substitutions for the Note or Related Documents and any amoints expenged or advanced by Lender to discharge
Grantor's obligations or expenses incurred by Trustee or Lender to énforge Grantors obllgatlons under this Deed of
Trust, together with interest on such amounts as provided in this Deed® of Tmst :

Lender. The word "Lender" means Horizon Bank, its successars and ass:gns ;

Note. The word "Note" means the Note executed by Hanssll/Mitzel, LLC .in the pnnc:pal amount of §10,000,000.00
dated April 15, 2005, together with all renewals of, exiensions of, modifications of, refinancings of, consalidations of, and
substitutions for the note or credit agresment. NOTICE TO GRANTOR' T_H__E NOTE .CONTAINS A VARIABLE
INTEREST RATE. T

Personal Property. The words "Personal Property” mean al! equiprment, fixtures, and otherarticles of personaf property
now or hereafter owned by Grantor, and now or hereafter attached or affixed to the Réal Propeity; together with all
accessions, parts, and addtions to, all replacements of, and all substitutions for, any df such property, and together with
all issues and profits thereon and procesds (including without limitation all insurance proceeds and refunds of premiums}

from any sale or other disposition of the Property.

Property. The word "Property" means coliectively the Real Property and the Personal Property

Real Property. The words "Real Property" mean the real property, interests and rights, as further descnbed ifi-this Deed
of Trust.

Related Documents. The words "Related Documents” mean all promissory notes, credit agreefnents, I;")a'n agregments,
guaranties, security agreements, mortgages, deeds of trust, security deeds, coliateral mor:‘tgages,_“..énd LAl “other
instruments, agreements and documents, whether now or hereafter existing, executed in connection’ with the
Indebtedness; provided, that the environmental 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, royalties, pmflts and olher
benefits derived from the Property. Co

Trustee. The word "Trustee” means Westward Financial Services Corporation, whose mailing address is 1500 Corn'"
Avenue, Bellingham, WA 98225 and any substitute or successor trustees.
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GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND GRANTOR
'k._AGREES TO ITS TERMS.

GRANTOR

y‘:": B . ,. (& _;,-5 g
Jef@ell Manager of HanseHIMitzel LLC

LIMITED LIABlLlTY COMPANY ACKNOWLEDGMENT
STATE OF A ‘(L\ \\U \(&kﬁ“(\ )

COUNTY OF B\CL\ ox "3&' S )

On this 2 day’ o -_LU'LQ , 20 GLL before me, the undersigned

Notary Public, personally appeared Daniél R. Mitzel, Manager; Jeffrey D. Hansell Manager of Hansell/Mitzel, LLC, and
personally known to me or proved to me.on the basis of satisfactory evidence to be members or designated agents of the
limited liability company that executed the Beed of Trist and acknowlsdged the Deed of Trust to be the free and voluntary act
and deed of the limited liability company, by authotity 6f statute, its articles of organization or its operating agreement, for the
uses and purposes therein mentioneg, and-on oath stated th'at“thay are authorized to execute this Deed of Trust and in fact

exeguted the peed of T«rus( n behalf ot the i nted ltabuay éomfﬁr]y ) )
18 ' Residing at nwﬁ\/' Q\tlo\n

My commission expires _ll(l_

REQUEST FORHJﬁLhECONVEYANCE

To: , Trusteg

The undersigned is the legal owner and holder of all indebtedness secured by thls Deed of Trust. You are hereby requested,
upon payment of all sums owing to you, o reconvey without warranty, 10 the persons entitled thereto, the right, title and

interest now held by you under the Deed of Trust.

Date: b, ,::-Ben;et_lmary:
T ey
Its:
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