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DATE: September 29 ..zboé

Reference # {if applicable) 89487_ Additional on page

Grantor(s}:
1. HANSELL/MITZEL LLC

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

Legal Description: LOT 159, "NOOI(ACHAMP HILLS PUD, PHASE 11B"
Additicnal on page

Assessor's Tax Parcel ID#: 4868- 000 159 0000 {P123252)

MAXIMUM LIEN. The lien of this Deed 'of"‘-Trust shall not exceed at any one time $404,000.00.

THIS DEED OF TRUST is dated September 27, 2006 among HANSELL/MITZEL LLC, a
Washington Limited Liabiity Company {" Grantor"y: BANK OF THE PACIFIC , whose mailing
address is BELLINGHAM BRANCH, 100 GRAND: AVENUE, BELLINGHAM, WA 98225 (referred
to below sometimes as "Lender” and sometimes as "Beéneficiary”); and FIRST AMERICAN TITLE
COMPANY OF SKAGIT COUNTY, whose mailing address |s P 0 BOX 1667. MOUNT VERNON,
WA 98273 (referred to below as "Trustee”}. .




DEED OF TRUST
~ Loan 'No: 110010603 {Continued) Page 2

CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale, right
‘ot entry and-possession and for the benefit of Lender as Beneficiary, all of Grantor's right, title, and interest in and to
the following described real property, tegether with all existing or subsequently erected or affixed buildings,
improvements and. fixtures; all sasements, rights of way, and appurtenances; all water, water rights and ditch rights
(mcludmg stock:in‘ utilities with ditch or irrigation rights); and all other rights, rovalties, and profits relating to the real
property, |ncludlng without limitation all minerals, oil, gas, geothermal and similar matters, (the "Real Property")

Iocated _ SKAGIT County, State of Washington:

LOT 159, _._-"NOQKACHAMP HILLS PUD, PHASE 11B", AS PER PLAT RECORDED AUGUST
23, 2005, UNDER SKAGIT COUNTY AUDITOR'S FILE NO. 200508230082, RECORDS OF
SKAGIT COUNTY, WASHINGTON.

The Real Property or.its address is commonly known as 24066 NOOKACHAMP HILLS DRIVE,
MOUNT VERNON, WA -~ 98273. The Real Property tax identification number is
4868-000-159-0000 (P123252) .

REVOLVING LINE OF CREDIT, < This Deed of Trust secures the Indebtedness including, without limitation, a revolving
line of credit,with a variable fate’of interest, which obligates Lender to make advances to Grantor so long as Grantor
complies with all the terms of the Nota arid the line of credit has not been terminated, suspended or cancelled; the Note
allows negative amartization. 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 zerc balance
does not terminate the line of credit or terminate: Lender’s obligation te advance funds to Grantor. Therefore, the lien of
this Deed of Trust will remain in ‘full force and effect notwithstanding any zero balance.

Grantor hereby assigns as securlty to _Lenr;ler, all of Grantor's tight, title, and interest in and to ali leases, Rents, and
profits of the Property. This assignment is recorded in accordance with RCW 65.08.070; the lien created by this
assignment is intended to be specific; perfected angd choate upen the recording of this Deed of Trust. Lender grants to
Grantor a license to collect the Rents-and profite “which licanse may be revoked at Lender's option and shall be
automaticaliy revoked upon acceleration of &l or part of the Indebtedness.

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

PAYMENT AND PERFORMANCE. Excspt as otherwise provided. m thts ‘Deed of Trust, Grantor shall pay 1o Lender all
amounts secured by this Deed of Trust as they become due, 4and shall strictly and in a timely manner perform all of
Grantor's obligations under the Note, this Deed of Trust, ari-d 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} uss, operate or manage the Property; and (3): collect the Rents from the Property
{this privilega is a license from Lender to Grantor automatically revoked upen default). The following provisions
relate to the use of the Property or to other limitations on the Property The Real Property is not used pringipally
far agricultural purposes. : P—

Duty to Maintain. Grantor shall maintain the Property in tenantable condltlon and prompt|y perfarm all repairs,
replacements, and maintenance necessary to preserve its vaiua, : ]

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuise@'nca nor--co’mmit, permit, or suffer any
stripping of or waste on or to the Property or any portioh of the Propeity. Withoutlimiting the generality of the
foregoing, Grantor will not remove, or grant to any other party the right té remave, any timber, minerals {including
oil and gas), coal, clay, scoria, soil, gravel or rock products without Lender 's-prief written‘consent.

Removal of improvements. Grantor shall not demolish or remove any !mproveméﬁts 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 arrangerments satisfactory to Lender to replace such |mprovements wnth Improvements of at least
equal value,

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

Compliance with Governmental Requirements. Grantor shall promptly comply, and shaII promptly cause
compliance by all agents, tenants or other persons or entities of every nature whatsosvar.-wha rent |ease or
otherwise use or occupy the Property in any manner, with all laws, ordinances, and regulations; new o hereafter
in effect, 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 gocd faith any such’law, ordinanes;, or
regulation and withhold eompliance during any proceeding, mcludlng appropriate appeals, so fong ag’ Grantor has
notified Lender in writing prior to doing so and so long as, in Lender’'s sole opinicn, Lender's mtereets in the
Property are not jeopardized. Lender may require Grantor to post adequate security or a surety bond reasonabiy"‘i.
satisfactory to Lender, to protect Lender's interast.

Duty to Protect. Grantor agrees neither to abandon or leave unattended the Property. Grantor shalt do all other_f'
acts, in addition to those acts set forth above in this section, which from the character and use of the Property are’
reasonably necessaty to protect and preserve the Property.

Construction Loan, If some or all of the proceeds of the loan creating the Indebtedness are to be used to cone_truct

or complate construction of any improvements on tha Property, the Improvements shall be completed no later than
the maturity date of the Note {or such earlier date as Lender may reasonably establigh) and Grantor shall pay in-full
all costs and expenses in connection with the work., Lender will disburse loan proceeds under such terms and
conditions as Lender may daem reasonably necessary to insure that the interest created by this Deed of Trust shall .
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: _:=:_h:é|_\;':e"'prioritv over all possible liens, including those of material suppliers and workmen. Lender may require, amang
< other things, that disbursement requests be supported by receipted bills, expense affidavits, walvers of liens,
) ~---'cqnstr"uc-tion progress reports, and such other documentation as Lender may reasonably request.

~DUE:ON"SALE -CONSENT BY LENDER. Lender may, at Lender's option, (A} daglare immediately due and payable ail
surp‘s &ecured ‘by this Deed of Trust or (B} increase the interest rate provided for in the Note or other document
avidencing the/Indebtedness and impose such other conditions as Lender deems appropriate, upon the sale or transfer,
without Lender's prior written consent, of all or any part of the Real Property, or any interest in the Real Property. A
"sale or.fransfer" méans the conveyance of Real Property or any right, title or interest in the Real Property; whether
Isgal, ‘bensefictal or *eq:u"itable; whather voluntary or inveluntary; whether by outright sale, deed, installment sale contract,
land contract, .contract for deed, leasehold interest with a term greater than thres (3} years, lease-option contract, or by
sale, assigqm'er_l.t,_ or transfer of any beneficial interest in or to any land trust holding title to the Real Property, or by any
other method-of cofveyance of an interest in the Real Property. If any Grantor is a corporation, parthership or limited
liability company, trafisferalso includes any change in ownership of more than twenty-five percent {25%) of the voting
stock, partnership intergsts. or: limited liability company interests, as the case may be, of such Grantor. However, this
option shall not be exétcised by.Lender if such exercise is prohibited by federal law or by Washington law.

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

Payment. Grantor shall pa"y_when due {and in all events prior to delinquency) all taxes, special taxes, assessments,
charges (including water and sewer), fines and impositions levied against ar on account of the Property, and shall
pay when due all claims‘for.work ‘dgne on ar for services rendered or matetial furnished ta the Property. Grantor
shall maintain the Property free of-aliliens having priority over or equal to the interest of Lendor under this Deed of
Trust, except for the liefl of taxes.and assessments not due and except as otherwise provided in this Deed of
Trust. i 4

Right to Contest. Grantor may withkiold-payment of any tax, assessment, or claim in conpection with a good faith
dispute over the obligation to’pay, so Jong'as Lender's interest in the Property is not jeopardized. If alien arises or
is fitad as a result of nonpayment, Grantor shall within fifteen (15) days after the lien arises or, if a lien is fited,
within fifteen (15) days after Grantor'has notice of the filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lender cash _Gf"a sufficient.corporate surety bond or other security satisfactory ta Lender in an
amount sufficient to discharge the lien-plus any .costs and attorneys' fees, or ather charges that could accrue as a
result of a foreclosure or sale under the'lien.” In any contest, Grantor shall defend itself and Lender and shall
satisfy any adverse judgment before enforcement against the Property. Grantor shall name Lender as an additional
obligee under any surety bond furnished in” the contgst proceedings.

Evidence of Payment. Grantor shall upgﬁ ‘d'ema_nd“ furnish to Lender satisfactory evidence of payment of the taxes
or assessments and shall authorize the appropfiate governmental official to deliver to Lender at any time a written
statement of the taxes and assessments ‘against the Property,

Notice of Construction. Grantor shall notify Lender at least fifteen (15) days before any work is commenced, any
services are furnished, or any materials are supplied to the Property, if any meachanic’s lien, materialmean’'s lien, or
other lien could be asserted on account of the Wwork, services; or materials. Grantor will upon request of Lender
furnish to Lender advance assurances satisfactory to Lender‘that Grantor can and will pay the cost of such
improvements.

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

Maintenance of Insurance. Grantor shall procure and:_rﬁqintain _pblicies of fire insurance with standard extended
coverage endorsements on a replacement basis for the full ingurable valye covering all Improvements on the Real
Property in an amount sufficient to avoid application of any coinsurance clause, and with a standard mortgagee
elause in faver of Lender. Grantor shall also procure and maintain-comprehensive general liability insurance in such
coverage amounts as Lender may request with Trustes and:Lender beirig:named as additicnal insureds in such
liability insurance policies, Additionally, Grantor shall maintain 'such other ‘insurance, including but not Yimited 1o
hazatd, business interruption, and boiler insurance, as Lender ‘may reasonably require, Policies shall be written in
form, amounts, coverages and basis reasonably acceptable to:._l.'end'er 'n_dxaissued by a company or companies
teasonably acceptable to Lender. Grantor, upon request of Lender.-will-deliver te Lender from time to time the
palicies or certificates of insurance in form satisfactery to Lender, including’stipulations that coverages will not be
cancelled ar diminished without at least thirty (30) days priar written noti¢e to Lender. Each insurance policy also
shall include an endorsement providing that coverage in favor of Lender will not be irhpaired in any way by any act,
omission or default of Grantor of any other person. Should 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 Flood Insurance, if available, within 45 days aftef ngtice-is given by Lender that the
Property is located in a special flood hazard area, for the full unpaid principal balahce“of the loan and any pricr liens
on the property securing the loan, up to the maximum policy limits set under the National Flood Insurance Program.
or as otherwise required by Lender, and to maintain such insurance for the term of the | TR

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damageto the Property. Lender may
make proof of loss if Grantor fails to do so within fifteen (15} days of the casualty, Whether or nat 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 tepair, Grantor shall repair ot
replace the damaged or destroyed Improvemsents in a manner satisfactory to Lender.”  Lender ~Shall, upon
satisfactory proof of such expenditure, pay ot reimburse Grantor from the proceeds for the réasonable cost of
tepair or restoration if Grantor is not in default under this Deed of Trust. Any proceeds which have not been
disbursed within 180 days after their receipt and which Lender has not committed to the tepair or-testoration of
the Property shall be used first to pay any amount owing to Lender under this Deed of Trust; theri to pay acerusd
interest, and the remainder, if any, shall be applied to the principal balance of the Indebtedness. Af Lender hotds
any proceeds after payment in full of the Indebtadness, such proceeds shall be paid without intgrest to-Grantor as
Grantor’s interests may appear. R w

Grantor’s Report an Insurance. Upon request of Lender, however not more than once a year, Grantor shall .ﬁjrn_-isﬁ
to Lender a report on each existing policy of insurance showing: (1) the name of the insurer; {2} .“the<risks

insured; (3) the amount of the policy; (4} the property insured, the then current replacement value-of such
property, and the manner of determining that value; and (S) the expiration date of the policy. Grantor'shall,;upan’ .
request of Lender, have an independent appraiser satisfactory to Lender determine the cash value replacement Gast:”

of the Property. E
LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lender’s inte

t in

the Property or if Grantar fails to comply with any provision of this Deed of Trust or any Related Documents, including .

MR

61002018
Skagit County Auditor

10/2/2006 Page 3 of 9 4:01PM




DEED OF TRUST
~ Loan No: 110010603 {Continued) Page 4

but not Irmrted to Grantor's failure to discharge or pay when due any amounts Grantor is requirad to discharge or pay
under this Deed of Trust or any Related Documents, Lender on Grantor's behalf may (but shall not be obligated to) take
‘any -dction that Lender deems appropriate, including but not limited to discharging or paying all taxes, liens, security
interests, .ehclimbrances and ather claims, at any time levied or placed on the Property and paying all costs for insuring,
maintairing and’preserving the Property. All such expenditures incurred or paid by Lender for such purposes will then
bear!interest at the rate charged under the Note from the date incurred or paid by Lender to the date of repayment by
Grantor. All such’ expenses will become a part of the Indebtedness and, at Lender's option, will (A) be payable on
demand;. (8)" be added to the balance of the Note and be apportioned among and be payable with any installment
payments to becopie due during either {1) the term of any applicable insurance policy; or (2) the remaining term of
the Naote; o (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 pavment of these amounts. Such right shall be in addition to all other rights and remedies to
which Lender méy be entrtled upon Default.

WARRANTY, DEFENSE 0F TITLE The following provisions relating to ownership of the Property are a part of this Deed
of Trust:

Title. Grantor warrants that {a) Grantor holds good and marketahle title of record to the Property in fee simple,
frae and clear of 4l liens and encumbrances other than those set forth in the Real Property descrrptron or in any
title insurance policy, tjtie repory, or final title opinion issued in favor of, and accepted by, Lender in connection
with this Deed of Trust, and (b) Grantor has tha full right, power, and authority to execute and deliver this Deed of
Trust to Lender. )

Defense of Title. Subject to the excaptron in the paragraph above, Grantor warrants and will foraver defend the
title to the Property against the” lawtul claims of all persens. In the event any action or proceeding is commencead
that questions Grantor'’s tltle or tha 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 proceedrng and to:be rapresented in the proceeding by counsel of Lender's own choice, and
Grantor will deliver, or cause to- he delrvered to Lender such instruments as Lender may request from time to time
to permit such participation. .

Compliance With Laws. Grantor. warrants that the Property and Grantor's use of the Property complies with all
existing applicable laws, ordmances, and reguiatmns of governmaental authorities.

Survival of Representations and Warrantles All representatlons warranties, and agreements made by Grantor in
this Deed of Trust shall survive the exécution and delivery of this Deed of Trust, shall be contrnumg in nature, and
shall remain in full force and effect until such time as Grantor's Indebtedness shall be paid in full.

CONDEMNATION, The following provisions relating to.-condemnatron proceedings are a part of this Deed of Trust:

Proceedings. If any proceeding in condémngation”is filed, Grantor shall promptly notify Lender in writing, and
Grantor shall promptly take such steps as rpay Hie necsessary 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 pracesding and to be
represented in the proceeding by counsel of'its:own choice all at Grantor's expanse, and Grantor will deliver or
cause to be delivered to Lender such mstruments and documentatron as may be requested by Lender from time to
time to permit such participation. s

Application of Net Proceeds, If all or any part of the Property 15 condemned by eminent domain proceedings or by
any proceeding or purchase in lieu of condemnation, Lenter-may &t |ts ataction require that all or any portion of the
net procesds of the award be applied to the Indebtsiiness or the répair or restoration of the Property. The net
proceeds of the award shall mean the award after payment of all reasonable costs, expenses, and attornays’ fees
incurred by Trustee or Lender in connection with the condemnatron

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

Current Taxes, Fees and Charges. Upon request by Lender, Gfantor shall . exscute such documents in additich to
this Deed of Trust and take whatever other action is requested by Lender. to perfect and continue Lender's lien on
the Real Property, Grantor shall reimbursae Lender for all taxes, as descrlbed below, together with all expenses
incurred in recording, perfecting or continuing this Deed of Trist, ingliding Without limitation all taxes, fees,
documentary stamps, and other charges for recording or registering this 'Dea"d of-Trust.

Taxes. The following shall constitute taxes to which this section applres (1) a: sbecrfrc tax upan this type of
Deed of Trust or upon all or any part of the Indebtedness secured by thrs Deed of Trust; (2) a specific tax on
Grantor which Grantor is authorized or required to deduct from payments on the !ndebtet!ness secured by this type
of Deed of Trust; (3) a tax on this type of Deed of Trust chargeable against-the Lender or the holder of the Note;
and (4) a specific tax on all or any portion of the Indebtedness or on payments of, prrnclpal and interest made by
Grantor, R

Subsequent Taxes. [f any tax to which this section applies is enacted subsedue"nt to the" date of this Deed of
Trust, this event shall have the same effect as an Event of Default, and Lender, may. exercrse .any or all of its
available remedies for an Event of Default as provided below uniess Grantor erther A1), pays the tax before it
becomes delinquant, or {2) contests the tax as provided above in the Taxes and Ligns sectron and deposits with
Lender cash or a sufficiant corporate surety bond or other security satisfactory to Lender. .

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

‘ei'ed__,.of Trust as a

Security Agreement. This instrument shall constitute a Security Agreement to the extant aniy. of tha Propertv
canstitutes fixtures, and Lender shall have all of the rights of a secured party under the Unlforrn Commarcrai Code
as amended from time to time, L :

Security Interest. Upon request by Lender, Grantor shall take whatever action is requested by Lender to perfect

and continue Lender's security interest in the Rents and Personal Property. In addition to recording this Deed.of

Trust in the real praoperty records, Lender may, at any time and without further authorization frory, Grantor, files
executed caunterparts, copies or reproductions of this Deed of Trust as a financing statement.®. Grantor shall *
reimburse Lender for all expenses incurred in perfecting or continuing this security interest. Upon default, Grantar
shall not remave, sever or detach the Personal Property from tha Property. Upon default, Grantor shall asssmble.
any Personal Property not affixed to the Property in a manner and at a place reasanably convenient to Grantot and'
Lender and make it available to Lender within three {3) days after receipt of written demand from Lendet to the,"

extent perrnitted by applicable law. :

Addresses, The malling addresses of Grantar (debtor) and Lender (secured party) frem which |nformat|on""
concerning the security interest granted by this Deed of Trust may be obtained (each as required by the Uniform
Commercial Code) are as statad on the first page of this Deed of Trust.
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FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provisions relating to further assurances and
sattorney-in-fact are a part of this Deed of Trust:

Further Asgurances. At any time, and from time to time, upon request of Lender, Grantar will make, execute and
Heliver, or will cause to be made, executed or delivered, ta Lender or to Lender's designee, and when requested by

; Lénder, cause to be filed, recorded, refiled, or rerecorded, as the case may be, at such times and in such offices

i and placesg as Lender may deem appropriate, any and all such maortgages, deeds of trust, security deeds, security
: agreements;’ financing statements, continuation statements, instruments of further assurance, certificates, and
‘other.documents-as may. in the sole opinion of Lender, be necessary or desirable in order to effectuate, complete,
;ie_rfgq;,-contihu_gg or preserve (1)  Grantor’s obligations under the Note, this Deed of Trust, and the Related
Documents, arfd -{2) the liens and security interests created by this Deed of Trust as first and prior liens on the
Proper};v-‘,' whether ‘now owned or hereafter acquired by Grantor. Unlass prohibited by law or Lender agrees to the
contrary <in wri'ting,::Gr_antor shall reimburse Lender for all costs and expenses incurred in connection with the
matters referred to inthis paragraph.

Attorney-in-Fact. .If Grantor fails to do any of the things referred 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 hereby irrevocably appoints
Lender as Grantaf's attorngy-in-fact for the purpose of making, exscuting, delivering, filing, recording, and doing all
other things as 'may be:necessary or desirable, in Lender's sole opinion, to accomplish the matters referred to in
the preceding paragraph. 7 .7

FULL PERFORMANCE. If Grantor pays alf the Indebtedness when due, and otherwise performs all the obligations
imposed upon Grantor under this' Deed of Trust, Lender shall execute and deliver to Trustee a request for full
reconveyance and shall exetute and-deliver to Grantor suitable statements of termination of any financing statement on
file evidencing Lender's security iiterest'in’the Rents and the Personal Property, Any reconveyance fee shall be paid by
Grantor, if permitted by applizable law. :The grantee in any reconveyance may be described as the "person of persons
legally entitled thereto”, and‘thi recitals. in the reconveyance of any matters or facts shall be conclusive proof of the
truthfulness of any such matters-or facts.” =

EVENTS OF DEFAULT. Each of ‘the-f'ofloWi_n-g,....at Lender's option, shall constitute an Event of Default under this Deed
af Trust: :

Payrment Default. Grantor fails':ﬁt_q,-rhakg _any:'ﬁ_i.é\‘fmant when due under the Indebtedness.

Other Defaults. Grantor fails to: "éb_mpr':wifh""or to perform any other term, obligation, covenant or condition
contained in this Deed of Trust of-ih "any of the Related Documents or to comply with or to perform any term,
obligation, covenant or condition contained ¥ any other agreement betwsesn Lender and Grantor.

Compliance Default. Failure to comply.“.w_iih any’uoth‘er term, obligation, covenant or condition contained in this
Deed of Trust, the Note or in any of the‘Related Decuments.

Default on Other Payments. Failure of Grafitor:within the time raequired by this Deed of Trust to make any payment
for taxes or insurance, or any other payment niecessary to prevent filing of or to effect discharge of any lien.

False Staterments. Any warranty, representaf'iq_n or statement mads or furnished to Lender by Grantor ar on
Grantor's behalf under this Deed of Trust or the Related Docurents is false or misteading in any material respect,
aither how or at tha time made or furnished or becomes falsé or misleading at any time thereafter.

Defective Collateralization. This Deed of Trust or any._:'Bf_,_-tHe F,__eia_ted Documents ceases to be in full force and
affect (ineluding failure of any coliateral dogument to c!:e'z'ate a valid and perfected security interest or lien) at any
time and for any reason. Nk 3

Death or Insolvency. The dissolution of Granter's (regardiess” of whether election to continue is mads), any
member withdraws from the fimited liability company, or-any-other termiination 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 insolvency laws by or against Grantor.

Creditar or Forfeiture Proceedings. Commencement of foreclosure or_forfeiture proceedings, whether by judicial
proceeding, self-help, repossession or any other method, by any--:c_reditbrpf Grantor or by any governmental agency
against any property securing the Indebtedness. This includes+a ‘gamishment of any of Grantor's accounts,
including deposit accounts, with Lender. However, this Event of Defqultx-s'hall'r\:ot:_apply if there is a good faith
disputs by Grantor as to the validity or reasonableness of the claim whick' is the Basis of the creditor or forfaiture
proceeding and if Grantor gives Lender written notice of the creditor--or_ﬁ' forfeiture .proceeding and deposits with
Lender manies or a surety bond for the creditor or forfsiture proceeding, in an amou‘ht‘_determined by Lender, in its
sole discretion, as being an adequate resaerve or bond for the disputs. = "%, R

Breach of Other Agreement. Any brsach by Granter under tha terms of anv"éfﬁer":ég_!éement between Grantor and
Lender that is not remedied within any grace period provided therein, including without firsitation any agreement
concerning any indebtedness or other obligation of Grantor to Lender, whether existing now of-later.

Events Affacting Guarantor. Any of the preceding events ocours with respect to*any- guafantor; endaorser, surety,
or aceommodation party of any of the Indebtedness or any guarantor, andorsar;, surety, or -accammodation party
dies or becomes incompetent, or revokes or disputes the validity of, or liability" under, Ka_nv--;Guaranty of the
Indebtedness. In the event of a death, Lender, at its option, may, but shall not ke required to, permit the
guarantor's estate to assume unconditionally the obligations arising under the guaranty in’a:manner-satisfactory to
Lender, and, in doing so, cure any Event of Default. R -

Adverse Change. A material adverse change occurs in Grantor's financial conditiorﬂ_p,r---L'éndgar""bgl_;ie_ves the
prospect of payment or performance of the Indebtedness is impaired. e

Insecurity. Lender in goad faith believes itself insecure.

Right to Cure. If any default, other than a default in payment is curabie and if Grantor has not been“given a natice
of & 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,
ten (10} days; or (2) if the cure requires more than ten (10) days, immediatsly initiates steps which Lender deems
in Lender's sale discretion to be sufficient to cure the default and thereafter continues and completes gh reasonable
and necsssary steps sufficient to produce compliance as soon as reasonably practical. R ;

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under this Deed of Trust, at any time :tﬁere_aéf_té;;
Trustee or Lender may exercise any ane or more of the following rights and remedies: P

Election of Remedies. Election by Lender to pursue any remedy shall not exclude pursuit of any other remedy;_=:ah'd
an election to make expenditures or to take action ta perform an obligation of Grantor under this Dead of “Trust,
after Grantor’s failure to perform, shall not affect Lender's right to declare a default and exercise its remedies.
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___A'c:;_:ez'l';rate Indebtedness, Lender shall have the right at its option to declare the entire Indebtednass immediately
due and.payable, including any prepayment penalty which Grantor would be required to pay.

“Fareclosure’ With respect to all or any part of the Real Property, the Trustee shall have the right to exercise its
power of sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by judicial
zforeclosure 1n sither case in accardance with and to the full extent provided by applicable law.

"UCC Remedues With respect to all or any part of the Personal Property, Lender shall have all the rights and
remadlas ‘of.a secured party under the Uniform Commercial Code.

Collecx..-Ren_ts. Lsnder shall have the right, without notice to Grantor to take possession of and manage the
Property arid collect ‘the Rents, incfuding amounts past due and unpaid, and apply the net procseds, over and
above Lender's ‘costs, -against the Indebtedness. In furtherance of this right, Lender may require any tenant or
other user of the'Property to make payments of rent or use fees ditectly to Lender. If the Rents are collected by
Lender, then Grantor irfe\jocably designates Lender as Grantor's atterney-in-fact to endorse instruments received in
payment thereof in the name of Grantor and to negetiate the sama and collect the procesds. Payments by tenants
or other users tg’ Lendar in response to Lender's demand shall satisfy the obligations for which the payments are
made, whether” or< ot any.proper grounds for the demand existed. Lender may exercise its rights under this
subparagraph either in. person by agent, ar through a receiver.

Appoint Receiver. Lender__sha[l ‘have the right to have a receiver appointed to take possession of all or any part of
the Property, with the power to protact and preserve the Property, to operate the Property preceding or pending
foreclosure or sale, and to collect the Rents from the Property and apply the proceeds, over and above the cost of
the receivership, agdinst the Indebtedness. The receivet may serve without bond if permitted by law. Lender's
right to the appointment of a‘recsiver ‘shall exist whether or not the apparent value of the Property exceeds the
Indebtedness by a substantial amount Employment by Lender shall not disqualify a person from serving as a
recsiver, ;

Tenancy at Sufferance. If._Gra-n-tor ramaius in possassion of the Property after the Property is sold as provided
above or Lender otherwise becarnes:éntitled to possession of the Property upon default of Grantor, Grantor shall
become a tenant at sufferance of Lendar or the purchaser of the Property and shall, at Lender's option, sither {1}
pay a reasonable rental for the use of the PrOperty, or {2} vacate the Property immediately upon the demand of
Lender. a5 e

Other Remedies. Trustee or Lendar shall have any ather right or remedy provided in this Deed of Trust or the Note
or by law. L s

Notice of Sals. Lender shall give Grantor reasonable notlce of the time and place of any public sale of the Personal
Property or of the time after which any private sdle or other intended disposition of the Personal Property is to be
made. Reasonable notice shall mean notige given:4t least ten (10) days before the time of the sale or disposition.
Any sale of the Personal Property may be made in conjunction with any sale of the Real Property.

Sale of the Property. To the extent permitted by applicable law, Grantor hereby waives any and all rights to have
the Property marshalled. In exercising its rights and remedies, the Trustes ot Lender shall be free to sell all or any
part of the Property together or separately, in one“sale or by separate sales. Lender shall be entitled to bid at any
public sale on all or any portion of the Property. :

Attorneys' Fees: Expenses. If Lender institutes any suit qr"‘act"igri-..to enforce any of the terms of this Deed of
Trust, Lender shall be entitled 1o recover such sum as-the-tourt m'ay' adjudge reasonable as attorneys’ fees at trial
and upon any appeal. Whather or not any court action:is involved, and to the extent not prohibited by law, all
reasonable expenses Lender incurs that in Lender's opmlon aré 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 uritil'fepaid. .Expenses covered by this paragraph include,
without limitation, however subject to any limits under applicable law, Lender’'s attorneys’' fees and Lender's legal
expenses, whether or not there is a lawsuit, including attorneys! fees and éxpenses for bankruptey proceedings
(including efforts to modify or vacate any automatic stay or injunction), appeals, and any anticipated post-judgment
collection services, the cost of searching records, abtaining title r'eports,(‘i'anUding foreclosure reports), surveyors'
reports, and appraisal fees, title insurance, and fees far the Tristeés, to the extent permitted by applicable law.
Grantor also will pay any court costs, in addition to all other sums pmwded by Iaw K

Rights of Trustes. Trustea shall have all of the rights and duties of Lender as “set forth in this section.

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

Powers of Trustee. In addition to all powers of Trustee arising as a matter of Iaw, Tru"steé ‘shall have the power to
take the following actions with respect to the Property upon the written request of: Landsr and Grantor: (a) join in
preparing and filing a map or plat of tha Real Property, including the dedication’ of strests or. other rights to the
public; (b) join in granting any easemsnt 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'.'péndlr'\.g sa"iﬁe Onder any other
trust deed or lien, or of any action or proceeding in which Grantot, Lender, or Triigtee shall be ‘a party, unless
required by applicable law, or unless the action or proceeding is brought by Trustee. ;

Trustee. Trustee shall meet all qualifications required for Trustee under applicable Iaw...--- In_."add_itio‘r‘\ t_o'_the rights
and remediss set forth above, with respect to all or any part of the Property, the Trustee shall have the right to
foreclose by notice and sale, and Lender shall have the right to foreclose by judicial foreclosure, m ea‘ther ‘oase in
accordance with and to the full extent provided by applicable law. ¥

Successor Trustee. Lender, at Lender's option, may from time to time appoint a successor Trustee to’ any Trustee
appointed under this Deed of Trust by an instrument executed and acknowledged by Lender and-tegerded in the
office of the recorder of SKAGIT County, State of Washington. The instrument shall contain,iin-addition tg. all
other matters required by state law, the names of the original Lender, Trustee, and Grantor, the book and.page or=.
the Auditor's File Number where this Deed of Trust is recorded, and the name and address of:the successor
trustee, and the instrument shall be executed and acknowledged by Lender or its successors in intérest, = The &
succassor trustee, without conveyance of the Property, shall succeed to all the title, power, and dutias coﬁferred_~
upon the Trustee in this Deed of Trust and by applicable law. This procedure for substitution of Trustaa Shall
govern to the exclusion of all other provisions for substitution.

NOTICES. Subjsct to applicable law, and except for notice requirad or allowed by law to be given in another man'n‘e'r,__.."‘
any notice required to be given under this Desd of Trust, including without limitation any notice of default and any
notice of sale shall be given in writing, and shall be effective when actually delivered, when actually received by
telefacsimile {unless otherwise required by law), when deposited with a nationally recognlzed overnight courier, or, if -
mailed, when deposited in the United States mail, as first class, certified or registered mail postage prepaid, directed to ¥
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the addrssses shown near the beginning of this Deed of Trust. All copies of notices of foraclosure from the helder of
#any lish which has priority over this Deed of Trust shall be sent to Lender’s address, as shown near the beginning of
¢ this“Deed '6f"-T;ust. Any party may change its address for notices under this Deed of Trust by giving formal written
= potice’ to-the other parties, specifying that the purpose of the notice is to change the party’s address. For notice
purposss, Graritor agrees to keep Lender informed at all times of Grantor’s current address. Subject to applicable law,
and except for hatice required or allowed by law to be given in another manner, if there is more than one Grantor, any
notice given by Lénder to any Grantor is deemad to be notice given to all Grantors,

MISéF'LLANECUS PFfQVISIONS. The following miscellaneous provisions are a part of this Deed of Trust:

Aﬁiend'memé. _Thi's_Deed of Trust, together with any Related Documents, constitutes the entire understanding and
agreemenit pfithe parties as to the matters set forth in this Deed of Trust. No alteration of or amendment to this
Deed of Trust shall-be effective unless given in writing and signed by the party or parties sought to be charged or
bound by the alteration:or amendment.

Annual Reports. |f the Property is used for purposes other than Grantar's residence, Grantor shall furnish to
Lender, upon request, a certified statement of net operating income recsived from the Property during Grantor’s
previous fiscal 'year i sugh’form and detail as Lender shall require. "Net operating income™ shall mean all cash
receipts from:the Property Ifes__s_ alt cash axpenditures made in connection with the operation of the Property.

Arbitration. Grantor and Lehder agree that all disputes, claims and controversies between them whether individual,
joint, or class in nature,-arising from this Deed of Trust or otherwise, including without limitation contract and tort
disputes, shall be arhitrated pursuant to the Rules of the American Arbitration Asscciation in effect at the time the
claim is filed, upon-tequestof either:party. No act to take or dispose of any Property shall constitute a waiver of
this arbitration agreement ot be prohibited by this arbitration agreement. This includes. without limitation,
obtaining injunctive relief or a temporary restraining order: invoking a power of sale under any deed of trust or
mortgage; obtaining a writ of attachment or imposition of a receiver; or exercising any rights relating to personal
property, including taking or _disposing of-such property with or without judicial process pursuant to Article 9 of the
Uniform Commercial Codé:  Any, disputes. claims, or controversies concerning the lawfulness or reasonableness of
any act, or exercise of any right, coneérning any Property, including any claim to rescind, reform, or otherwise
modify any agreemnent relating to’the Property, shall also be arbitrated, provided however that no arbitrator shall
have the right or the power to €njgin or restrain any act of any party. Judgment upon any award rendered by any
arbitrator may be entered in any court-having Jurisdiction. Nothing in this Deed of Trust shall preclude any party
from seeking equitable relief fromi‘a court of competent jurisdiction. The statute of limitations, estoppel, waiver,
laches, and similar doctrines which would otherwise be 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 action for these purposes. The Federal Arbitration Act shall apply to the construction,
interpretation, and enforcement of this arbitration provision.

Caption Headings. Caption headings in this .Deé'd 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. Thera shall be no merger of the interé‘s:c or estate created by this Deed of Trust with any other interest or
estate in the Property at any time held by or far the benefit of-Lender in any capacity, without the written consent
of Lender,

Governing Law. This Deed of Trust will be governed_‘_k_:y“uf_eﬁ;i'al“‘i_aw applicable to Lender and, to the extent not
preempted by federal law, the laws of the State of ‘Washington®without regard to its conflicts of law provisions,
This Deed of Trust has been accepted by Lender in the State of Wagshington.

No Waiver by Lender. Lender shall not be desmed to have waived any rights under this Deed of Trust unless such
waiver is given in writing and signed by Lender, No de'[ay_ of omilssioh on, the part of Lender in exercising any right
shall operate as a waiver of such right or any other right. A waiver:by Lender of a provision of this Deed of Trust
shall not prejudice or constitute a waiver of Lender's right‘--'ot_hérwise.te demand strict compliance with that
pravision or any other provision of this Deed of Trust, No:ptior waiver by Lender, nar any course of dealing
batween Lender and Grantor, shall constitute a waiver of anyiof Lender’s rights or of any of Grantor's obligations
as to any future transactions. Whenever the consent of Lend"e_r"is required under this Deed of Trust, the granting
of such consent by Lender in any instance shall not constitute centinuing consent to subsequent instances where
such consent is required and in all cases such consent may be grarited or withheld in the sole discretion of Lender.

Severability. If a court of competent jurisdiction finds any provision of:”th_ié Deed:of Trust to be illegal, invalid, or
unenforceable as to any citfcumstance, that finding shall not make__thfe offending provision illegal, invalid, or
unenforceable as to any othar circumstance. If feasible, the offending provision :shall be considered modified so
that it becomes legal, valid and enforceabls. 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, invalidity, or
unenforceability of any provision of this Deed of Trust shall not affsct the legality; validity or enforceability of any
other provision of this Deed of Trust. [ o

Successors and Assigns. Subject to any limitations stated in this Deed of Trust.on tramsfer'of Grantor’s interest,
this Deed of Trust shall be binding upen and inure to the benefit of the parties, their'suetessobs and assigns. If
ownership of the Property bacomes vested in a person other than Grantor, Lender, without nioticeito Grantor, may
deal with Grantor's successors with reference to this Deed of Trust and the Indebtedness by way'of forbearance or
extension without releasing Grantor from the abligations of this Deed of Trust or liability-(ind#f the Indebtedness.

Time is of the Essence. Time is of the essence in the performance of this Deed of Trust:

Waive Jury. All parties to this Deed of Trust hereby waive the right to any jury trial in any é_ctipr.{,: pf'écegding, or
counterciaim brought by any party against any other party. S

Waiver of Homestead Exemption. Grantor hereby releases and waives all rights and benégfits of the _Kh*on'i'e'stead
exemption laws of the State of Washington as to all Indebtedness sacured by this Deed of Trist, ot R %

DEFINITIONS. The follawing capitalized words and tarms shall have the following meanings when iised’in thié_ Deed of
Trust. Unless specifically stated to the contrary, all references to dollar amounts shall mean amounts in lawful mongy
of the United States of America. Words and terms used in tha singular shall include the plural, and the plural shall
include the singular, as the context may require. Words and terms not otherwise defined in this Deed of Trust shiall
have the meanings attributed to such terms in the Uniform Commercial Code: :

Beneficiary. The word "Beneficiary” means BANK OF THE PACIFIC |, and its successors and assigns.

Borrower. The word "Borrower” means HANSELL/MITZEL LLC and includes all co-signers and co-makers s?i'gr")ihg..
the Note and all their successors and assigns. P

Deed of Trust. The words "Dead of Trust" mean this Deed of Trust ameng Grantor, Lender, and Trustes; and .
includes without limitation all assignment and security interest provisions relating to the Personal Property and

AR AN

P G201
Skagit County Auditor

10/2/2008 Page 7 of 9 4:01PM




DEED OF TRUST
" LoanNo: 110010603 (Continued) Page 8

- Rents.
S Default. The word "Default” means the Default set forth in this Deed of Trust in the section titled "Default”.

: Ever\t bi"Def'auIt The words "Event of Default” mean any of the events of default set forth in this Deed of Trust in
the ‘svents of default section of this Deed of Trust,

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

Gu’.aranty The word "Guaranty" means the guaranty from guarantor, endorser, surety, or accommedation party to
Lender |ncludlng wnthout limitation a guaranty of ali or part of the Note,

Improvemems The word "lmprovernents” means all existing and future improvements, buildings, structures,
mohile homes afﬂxed an the Real Property, facilities, additions, replacemsents and other construction on the Real
Property :

Indebtedness., The word "Indebtedness means all principal, interest, and other amounts, costs and expenses
payable under the: Note or-Related Documents, together with all renewals of, extensions of, modifications of,
consolidations of ‘and substitutions for the Note or Related Documents and any amounts expended or advanced by
Lender to dlscharge .Grantor's obligations or expenses incurred by Trustee or Lender to enforce Grantor's
obligations undér this Deed of Tryst, together with interest on such amounts as provided in this Deed of Trust.

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

Note. The word "Nota" tmeans the promissory note dated December 1, 2005, in the original principal
amount of $4,500,000.00 . fiom Grantor to Lender, together with ali renewals of, extensions of,
modifications of, refinancifgs-of, consohdatmns of, and substitutions for the promissory note or agreement, The
maturity date of this Deed of Trust IS December 10, 2006. NOTICE TO GRANTCR: THE NOTE CONTAINS A
VARIABLE INTEREST RATE i

Persanal Property. The words "Personel Pruperty" mean all equipment, fixtures, and other articles of personal
property now or hereafter owned by Grantor, and now or hereafter attached or affixed to the Real Property;
together with all accessions, parts, and additions to, alf replacements of, and all substitutions for, any of such
property; and tegether with all issues and profits thereon and proceads (including without limitation all insurance
proceeds and refunds of premiurrisy from any sa!e or other dispasition of the Property.

Property. The ward "Property” means coilec i ely the Real Property and the Personal Property.

Real Property. The words "Real Property mean the real property, interests and rights, as further dascribed in this
Deed of Trust. C ;

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

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

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

GRANTOR ACKNOWLEDGES HAVING READ ALL THE PFIOVISIQNS OF TH!S DEED OF TRUST, AND GRANTOR
AGREES TO ITS TERMS.

GRANTOR:

HANSELL/MITZEL LL

LIMITED LIABILITY COMPANY ACKNOWLEDGMENT

STATE OF Z{, /,:W /’Liif? Hf‘ %U )

COUNTY OF

-

Qn this Cf E‘/vé”‘f 4 , 20 before me the undermgned
Notary Public, personally appeared JEFFREY D ANSELL Co-Manager of HANSELL!MITZEL LLE, and persanally. known
to me or proved to me on the basis of satisfactory evidence to be a member or designated agent of tha:limited liability
company that sxaguted the Deed of Trust and acknowledged the Deed of Trust to be the free and voluntary act. and
deed of the limited liability company, by autharity of statute, its articles of crganization or its operating agresment, for
the uses and purposes therein mentioned, and on oath stated that he or she is authorized to executs thIS Deed of Trust
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REQUEST FOR FULL RECONVEYANCE

'~-._‘Tav; B . Trustee

The:,'un”ﬂersigné_d is the lagal owner and holder of all indebtedness secured by this Deed of Trust. You are hereby
requested, upon payment of all sums awing to you, to recanvey without warranty, to the persons entitled thereto, the
right, title and”int’ereq( now heid by you under the Deed of Trust.

Date: N Beneficiary:
o By:
Its:
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