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THIS DEED OF TRUST is dated December 26, 2006, among Robert.J. Klem and M. Dianne
Klem, husband and wife, whose address is 1826 Bickford Ave., Snohomish, WA 98290
{("Grantor™}); Wells Fargo Bank, National Association, whose mailing address is Northern
Washington Business Banking. 2801 Wetmore Avenue, Everett, WA 98201 (referred to below
sometimes as "Lender” and sometimes as "Beneficiary”); and Wells Fargo Financial ‘National
Bank, whose mailing address is ¢/o Boise Loan Operations Center, P.O. Box 8203 Bolse. ID
83707-2203 (referred to below as "Trustea").
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CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale, right
of entrv and. possesslon and for the bensfit of Lender as Beneficiary, all of Grantor's right, title, and interest in and to
the following ‘deséribed real property, together with all existing or subsequently erected or affixed buildings,
improvements .and flxtures, all easements, rights of way, and appurtenances; all water, water rights and ditch rights
{including stock in utilities. with ditch or irrigation rights); and all other rights, royalties, and profits relating to the real
property, including without. fimitation alt minerals, oil, gas, geothermal and similar matters, ({the "Real Property™)

located in Skagit __(_:ounty, State of Washington:
Lot C-1 of SKAGIT COUNTY SHORT PLAT NO. 111-79
More particularly deseribed on Exhibit "A"

The Real Property or rts address is commonly known as 7630 Cypress Way, Anacortes, WA
98221. The Real Property tax Identlflcatlon number is 3926-009-004-0002.

CROSS-COLLATERALIZATION.. In addltlon to-the Note, this Deed of Trust secures all obligations, debts and liabilities,
plus interest thereon, of either ‘Grantor or Borrower to Lender, or any one or more of them, as well as all claims by
Lender against Borrower and Grantor or any one or more of them, whether now existing or hereafter arising, whether
related or unrelated to the purpose ‘of the Note,~whether voluntary or otherwise, whether due or not due, direct or
indirect, determined or undetermined, absalute or Gontingent, liquidated or unliquidated, whether Borrower or Grantor
may be liable individually or jointly with-others; whether obligated as guarantor, surety, sccommodation party or
otherwise, and whether recovery upon such @mounts may be or hereafter may become barred by any statute of
limitations, and whether the obligation to. repay such “amounts may be or hereafter may become otherwise
unenforceable. =

Grantor hereby assigns as security to Lender, all of'Grantor's right, title, and interast in and to all leases, Rents, and
profits of the Property. This assignment is recdrded in accordance with RCW 65.08.070; the lien created by this
assignment is intended to be specific, perfected and.choate upon the recording of this Deed of Trust. Lender grants to
Grantor a license to collect the Rents and profits, which licensé may be revoked at Lender's option and shall be
automatically 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 THIS DEED OF TRUST- THIS DEED OF TRUST IS GIVEN AND ACCEPTED ON
THE FOLLOWING TERMS:

GRANTOR'S REPRESENTATIONS AND WARRANTIES. Grantor warrants that {a) this Deed of Trust is executed at
Borrower's request and not at the request of Lender; (b) Grantor has the full.power, right, and authority to enter into
this Deed of Trust and to hypothecate the Property; (c) the provisions of this‘Deed-of Trust do not conflict with, or
result in a default under any agreement or other instrument binding upon-Grantor ‘and do not result In a violation of any
law, regulation, court decree or order applicable to Grantor; {(d} Grantor has established adequate means of obtaining
from Borrower on & continuing basis information about Borrower's financial condition; ‘and {e} Lender has made no
representation to Grantor about Borrower {including without limitation the credltworthlness of Borrower).

GRANTOR'S WAIVERS. Grantor waives all rights or defenses arising by reason of. any one action" or ~anti-deficiency”
law, or any other law which may prevent Lender from bringing any action against Grantor, including a claim for
deficiency to the extent Lender is otherwise entitled 1o a claim for deficiency, before or after Lender s commencement
or completion of any fareclasure action, either judicially or by exercise of a power of sale :

PAYMENT AND PERFORMANCE. Except as otherwise provided in this Deed of Trust, Borrower end Gramor shall pay
to Lender all Indsbtedness secured by this Deed of Trust as it becomes due, and Borrower and. -Grantor shalf strictly
perform all their respective obligations under the Note, this Deed of Trust, and the Related Doeuments

POSSESSION AND MAINTENANCE OF THE PROPERTY. Borrower and Grantor agree that Borrower 's and Grantor §
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 possessron and
control of the Property; (2) use, operate or manage the Property; and (3) collect the Rents from-the Property
{this privilege i5 a license from Lender to Grantor sutomatically revoked upon default). The following provisions.,
relate to the use of the Property or to other limitations on the Property. The Real Property is not used prrncnpally :
for agricultural purposes. :

Duty to Maintain. Grantor shall maintain the Property in tenantable condition and promptly perform il repalrs,' )
replacements, and maintenance necessary to preserve its value. ’
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Compliance With Environmental Laws. Grantor represents and warrants to Lender that: {1} During the period of
Grantor's ownership of the Property, there has been no use, generation, manufacture, storage, treatment, disposal,
‘release or threatened release of any Hezardous Substance by any persen on, under, about or from the Property;
(2) “Grantef has no knowledge of, or reason to believe that there has been, except as previously disclosed to and
acknowledged by. Lender in writing, (a} any breach or violation of any Environmental Laws, (b} any use,
generation, manufacture, storage, treatment, disposal, release or threatened release of any Hazardous Substance
on, under; about.or from the Property by any prior owners or occupants of the Property, or (c} any actual or
threatened litigation or t_:lalms of any kind by any person relating to such matters; and (3} Except as previously
disclosed to and acknowledged by Lender in writing, (8} neither Grantor nor any tenant, contractor, agent or other
authorized user of the-Property shall use, generate, manufacture, store, treat, dispose of or release any Hazardous
Substance on, - under, about or.from the Property; and (b} any such activity shall be conducted in compliance with
all applicable federal,” state, .and local laws, regulations and ordinances, including without limitation all
Environmental Laws. Grantor authorizes Lender and its agents to enter upon the Property to make such
inspections and tests; at Granfor's-expense, as Lender may deem appropriate to determine compliance of the
Property with this section-of the Deed of Trust. Any inspections or tests made by Lender shall be for Lender's
purposes only and shall not be construed to create any responsibility or liability on the part of Lender to Grantor or
to any other person. Thé representations and warranties contained herein are based on Grantor's due diligence in
investigating the Property for-Hazardous Substances. Grantor hereby {1} releases and waives any future claims
against Lender for indemnity-or-contribution in the event Grantor becomes liable for cleanup or other costs under
any such laws; and (2} agrees to indemnify, defend, and hold harmless Lender against any and all claims, losses,
liabilities, damages, penalties, and expenses whlch Lender may directly or indirectly sustain or suffar resulting from
a breach of this section of the Deed of Trust-or'as a consequence of any use, genaration, manufacture, storage,
disposal, release or threatened release occurting prior to Grantor's ownership or interest in the Property, whether
or not the same was or should have been knoéwn to. Grantor. The provisions of this section of the Deed of Trust,
including the obligation to indemnify and defend, shell- survive the payment of the Indebtedness and the satisfaction
and reconveyance of the fien of this Deed.of Trust-and shall not be affected by Lender’s acquisition of any interest
in the Property, whether by foreclosure or otherwise,

Nuisance. Waste. Grantor shall not cause, ¢onduct or permit any nuisance ner commit, permit, or suffer any
stripping of or waste on or to the Property or any portion of the Property, Without limiting the generality of the
foregoing, Grantor will not remove, or grant to any other party the: right to remove, any timber, minerals {including
oil and gasl, coal, clay, scoria, soil, gravel or rock products without Lender's prior written consent.

Removal of lmprovements. Grantor shail not democlish or rembve any Improvermnents from the Real Property
without Lender's prior written consent. As a condition-1o-the-removal of any Improvements, Lender may require
Grantor to make arrangements satisfactory to Lender to replace such Irnprovements with Improvements of at least
equal value.

Lender's Right to¢ Enter. Lender and Lender's agents and représehtativas may enter upon the Real Property at all
reasonable times to attend to Lender’s interests and to inspect the Fleal Property for purposes of Grantor's
compliance with the terms and conditions of this Deed of Trust, h .

Compliance with Governmental Requirements. Grantor shall prom;:ctlyr comp!y, and shall promptly cause
compliance by all agents, tenants or other persons or entities of every hature whatsoever who rent, lease or
otharwise use or occupy the Property in any manner, with all [aws, ordinances, and regutations, now or hergafter
in effect, of all governmental authorities applicable to the use or. occupanty ‘of the. Property, including without
limitation, the Americans With Disabilities Act. Grantor may contest in goad faith any such law, ordinance, or
regulation and withhold compliance during any proceading, including appropnat&'app'eals, so-long as Grantor has
notified Lender in writing prior to doing so and so long as, in Lender's sole opinion, Lender's interests in the
Property are not jeopardized. Lender may require Grantor to post adequate secunty ora surety bond reasonably
satisfactory to Lender, to protect Lender's interest.

Duty to Protect. Grantor agrees neither 10 abandon or leave unattended the Property Grantor shall_do all other
acts, in addition 1o those acts set forth above in this section, which from the character and use of the Pruperty are
reasonably necessary to protect and preserve the Property.

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lender's 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 othér document
evidencing the Indebtedness and impose such other conditions as Lender deems appropriate, upon the-ale or transfer,
without Lender's prior written consent, of all or any part of the Real Property, or any intersst in the Real_Prop_er_ty A
"sale or transfer™ means the conveyance of Real Property or any right, title or interest in the Real Property; whather °
lagal, beneficial or equitable; whether voluntary or involuntary; whether by outright sale, deed, installment sale contract,
land contract, contract for deed, leasehold interest with a term greater than three (3) years, lease-option contract, of by’
sale, assignment, or transfer of any beneficial interest in or to any fand trust holding title to the Real Property, orby 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 change in ownership of more than twenty-five percent {25%) of the vdti_n_g""'
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stock; partnership interssts or limited liability company interests, as the case may be, of such Grantor. However, this
option shall not ba exercised 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:”

Paymem. Grantor shall pay when due {and in all events prior to delinquency) all taxes, special taxes, assessments,
charges (including water and sewer), fines and impositions levied against or on account of the Property, and shall
pay when due alf claims for work done on or for services rendered or materiat furnished to the Property. Grantor
shali maintain the Property free of all liens having priority over or equal to the interest of Lender under this Desd of
Trust, except for the-lien.of taxes and assessments not due, except for the Existing Indebtedness referred to
below, and except as:otherwise provided in this Deed of Trust.

Right to Contest. Grantor-may withhold payment of any tax, assessmant, or claim in connection with a good faith
dispute over the obligation. t0 pay, so long as Lender's interest in the Property is not jecpardized. If a lien arises or
is filed as a result of nenpayment,. Grantor shall within fifteen (15) days after the lien arises or, if a lien is filad,
within fifteen {15} days after Grantor has notice of the filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lender. cash or a sufficient corporate surety bond or other security satisfactory to Lender in an
amount sufficient to discharge the lien plus any costs and attorneys' fees, or other charges that could accrue as a
result of a foreclosure or’salé under the fien. 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 furng_shed in the contest proceedings,

Evidence of Payment. Grantor shall upon deiniand furnish to Lender satisfactory evidence of payment of the taxes
or assessments and shall authorize ‘the-appropriate governmental official to deliver to Lender at any time a written
statement of the taxes and assessments again*st the. P‘roperty

Notice of Construction. Grantor shall notify Lender at Jeast fifteen {15) days before any work is commenced, any
services are furnished, or any materials afe supplied to the Property, if any mechanic's lien, materialmen’s lien, or
other lien could be asserted on account of the work, services, or materials. Grantor will upon request of Lender
furnish to Eender advance assurances satlsfactory to Lender that Grantor can and will pay the cost of such
improvements. :

PROPERTY DAMAGE INSURANCE. The following prowsnons relatlng to msurlng the Property are a part of this Deed of
Trust,

Maintenance of Insurance. Grantor shall procure and'-maintain polii:ies of fire insurance with standard extended
coverage endorsements on a replacement basis for the fuil insurable.value covering all Improvements on the Real
Property in an amount sufficient to avoid application of ary coinsurance clause, and with a standard mortgagee
clause in favor of Lender. Grantor shall also procure and maintaih comprehensive general fiability insurance in such
coverage amounts as Lender may request with Trustee and Lender being named as additional insureds in such
liahility insurance policies. Additionally, Grantor shall maintain:such other insurance, including but not limited to
hazard, business interruption, and boiler insurance, as Lender may réasonably-reguire. Policies shall be written in
form, amounts, coverages and basis reasonably acceptable to Lendér and issued by a company or companies
reasonably acceptable to Lender. Grantor, upon request of Lender, will déliver to:Lender from time to time the
policies or certificates of insurance in form satisfactory to Lender, including stipulations that coverages will not be
cancelled or diminished without at least thirty (30} days prior written notice to Lender. .Each insurance policy also
shall include an endorsement providing that coverage in favor of Lender will-not be impaired in any way by any act,
omission or default of Grantor or 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 after notice is giver: by Lender that the
Property is located in a special flood hazard area, for the full unpaid principal balanice of the loan-and any prior liens
on the property securing the foan, 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 Ioan

Application of Procesds. Grantor shall promptly notify Lender of any loss or damage to the Property Lender may
make proof of loss if Grantor fails to do so within fifteen (15) days of the casualty. Whether.dr not Lender's
security is impaired, Lender may, at Lender's election, receive and retain the proceeds of any msuranca and ‘apply
the proceeds to the reduction of the Indebtedness, payment of any lien affacting the Property,“or the restoratlon
and repair of the Property. If Lender elects to apply the proceeds to restoration and repair, Grantor shall repair or
replace the damaged or destroyed Improvements in a manner satisfactory to Lender. Lender shall;. upon.
sat:sfactory proof of such expendnure, pay or reimburse Grantor from the procseds for the reasonable cost.of
repair or restoration if Grantor is not in defauit under this Deed of Trust. Any proceeds which havé not-been
disbursed within 180 days sfter their receipt and which Lender has not committed to the repair or restoration of;
the Property shall be used first to pay any amount owing to Lender under this Deed of Trust, then to pay.accrued .

interest, and the remainder, if any, shall be applied to the principal balance of the Indebtedness. If Lender holds .~

any proceeds after payment in full of the Indebtadness, such proceeds shall be paid without Interest to Grantc':r_a__s""
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_Granter's interasts may appear,

. Compliance with Existing Indebtednsess. During the period in which any Existing indebtedness described below is
in-effect, compliance with the insurance provisions contained in the instrument evidencing such Existing
Indebternéss. shall-constitute compliance with the insurance provisions under this Deed of Trust, to the extent
compliance with the:terms of this Deed of Trust would constitute a duplication of insurance requirement. If any
proceeds from the ihsurance become payable on loss, the provisions in this Dead of Trust for division of proceeds
shall apply only. to that portion of the proceeds not payable to the holder of the Existing Indebtedness.

Grantor's Report on insurence. Upon request of Lender, however not more than once a year, Grantor shall furnish
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 (5) the expiration date of the policy. Grantor shall, upon
request of Lender, have an mdependent appraiser satisfactory to Lender determine the cash value replacement cost
of the Property. o .

LENDER'S EXPENDITURES. If_- 'ér_w actior:_ o’r proceeding is commenced that would materially affect Lender's interest in
the Property or if Grantor fails t¢ comply.with any provision of this Deed of Trust or any Related Documents, including
but not limited to Grantor's failure to comply with any obligation to maintain Existing Indebtedness in good standing as
required below, or to discharge or pay when due any amounts Grantor is required to discharge or pay under this Deed
of Trust or any Related Documents, Lender-on Grantor's behalf may {but shall not be obligated to} take any action that
Lender deems appropriate, including bt not limited to discharging or paying all taxes, liens, security interests,
encumbrances and other claims, at any. tinie 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
hear interest at the rate charged under the Note from the date incurred or paid by Lender to the date of repayment by
Grantor. All such expenses will become a part of the. Indebtedness and, at Lender's option, will (A} be payable on
demand; (B} be added to the balance of the Note and bs apportioned among and be payable with any installment
payments to become due during either (1) thie term-of any applicable insurance policy; or {2} the remaining term of
the Note; or {C) be treated as a ballcon payment which will be due and payable at the Note's maturity. The Deed of
Trust also will secure payment of these amounts.: Such right shall be in addition to all other rights and remedies to
which Lender may be entitled upon Default. .

WARRANTY; DEFENSE OF TITLE. The following provisions relatlng to. ownershnp of the Property are a part of this Deed
of Trust:

Title. Grantor warrants that: {(a} Grantor holds good and marketabie titie of record to the Property in fee simple,
free and clear of all liens and encumbrances other than-thosé set forth-in the Real Property description or in the
Existing Indebtedness section below or in any title insurancé policy, title report, or final title opinion issued in favor
of, and accepted by, Lender in connection with this Deed of Trust “and (b) Grantor has the full right, power, and
authority to execute and deliver this Deed of Trust to Lender. :

Defense of Title. Subject to the exception in the paragraph abOve,-. Gra‘ntoi warrants and will forever defend the
title to the Property against the lawful claims of all persons. In the-event any action or proceeding is commenced
that questions Grantor's title or the interest of Trustee or Lender under this Deed of-Trust, Grantor shail defend the
action at Grantor’s expense. Grantor may be the nominal party in such proceeding, bit Lender shall be entitled to
participate in the proceeding and to be represented in the proceeding by counsel - of Lender's own choice, and
Grantor will deliver, or cause to be deliverad, to Lender such instruments as Lender may request from time to time
to permit such participation.

Compliance With Laws. Granter warrants that the Property and Grantor's use of the Propertv comphes with all
sxisting applicable laws, ordinances, and regulations of governmental authorities.".

Survival of Representations and Warranties. All representations, warranties, and agreements rnade by Grantor in
this Deed of Trust shall survive the execution and delivery of this Deed of Trust, shall be continuing in nature, and
ghall remain in tull force and effect until such time as Borrower's Indebtedness shall be paid-in-full.

EXISTING INDEBTEDNESS. The following provisions cancerning Exdsting indebtedness are a p'art"'of rhis-Deed' of Trust

Existing Lien. The lien of this Deed of Trust securing the Indebtedness may be secondary ‘and lnfenor ‘to an
existing lien. Grantor expressly covenants and agrees to pay, or $ee to the payment of, the Exlstung Indebtedness
and to prevent any default on such indebtedness, any default under the instruments evidencing such mdebtedness,
or any default under any security documents for such indebtedness. :

No Modification. Grantor shall not enter into any agreement with the holder of any mortgage, deed of trust, ‘or
other security sgreement which has priority over this Deed of Trust by which that agreement is modlfled )
amended, extended, or renewed without the prior written consent of Lender. Grantor shail neither request nor'
accept any future advances under any such security agreement without the prior written consent of Lender’

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

AN RAAMIman
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Proceedings.: If any proceeding in condemnation is filed, Grantor shall promptly notify Lender in writing, and
Grantor shall :;promptly take such steps as may be necessary to defend the action and obtain the award. Grantor
‘may be the nominal party in such proceeding, but Lender shall be entitled to participate in the proceeding and to be
represeited in.the. proceeding by counsel of its own choice all at Grantor's expense, and Grantor will deliver or
calse-to be-delivered to Lander such instruments 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 or by
any proceeding or purchase in lieu of condemnation, Lender may at its election require that all or any portion of the
net proceeds of .the award be applied to the indebtedness or the repair or restoration of the Property. The net
procseds of thé award shall.rean the award after payment of all reasonable costs, expenses, and attorneys' fees
incurred by Trustee or Lender-iri-connection with the condemnation.

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 Ch_arges. Upon request by Lender, Grantor shall execute such documents in addition to
this Deed of Trust and take whatever pther action is requested by Lender to perfect and continue Lender's lien on
the Real Property Grantor:ghall reimburse Lender for all taxes, as described below, together with all expenses
incurred in recording, perfecting.or continuing this Deed of Trust, including without limitation all taxes, fees,
documentary stamps, and other charges for recording or registering this Deed of Trust.

Taxes. The following shall constitute taxes to which this section applies: (1} a specific tax upon this type of
Deed of Trust or upon all or any part of the indebtedness secured by this Deed of Trust; {2} a specific tax on
Borrower which Borrower is authorized-or.required to deduct 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 specific tax on all or any portlen of the Indebtedness or on payments of principal and interest
made by Borrower. E

Subsequent Taxes. If any tax to which this section applies is enacted subsequent to the date of this Deed of
Trust, this event shall have the same effect-as an Event of Default, and Lender may exercise any or all of its
available remedies for an Event of Default as provided below -unless Grantor either (1) pays the tax before it
becomes delinquent, or {2) contests the tax as provided above.in the Taxes and Liens section and deposits with
Lender cash or a sufficient corporate surety bond or other ‘security, satisfactory to Lender.

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

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

Security Interest. Upon request by Lendsr, Grantor shall take whatever actlon 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 property records, Lender may, at any time and without further ‘authorization from Grantor, file
executed counterparts, copies or reproductions of this Deed of Trust as a finanging statement. Grantor shali
reimburse Lender for all expenses incurred in perfecting or continuing this security interest. Upon defauit, Grantor
shall not remove, sever or detach the Personal Property from the Property. “Upon default, Grantor shall assembls
any Personal Property not affixed to the Property in a manner and at a place reasonably ¢onvenient to Grantor and
Lender and make it available to Lender within three (3} days after receipt of wrltten demand from Lender to the
extent permitted by applicable law. B

Addresses. The mailing addresses of Grantor (debtor) and Lender (secured partyi from whlch 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 Frust.

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provisions relating to” further assurances and
attorney-in-fact are a part of this Deed of Trust: :

Further Assurances. At any time, and from time to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause to be made, executed or delivered, to Lender or to Lender's designes, and when’ requested by
Lender, cause to be filed, recorded, refiled, or rerecorded, as the case may be, at such times and in’ such-ofices
and places as Lender may deem appropriate, any and all such mortgages, desds of trust, security’ deeds, ‘secUrity”
agreements, financing statements, continuation statements, instruments of further assurance, certificates, .and
other documents as may, in the scle opinion of Lender, be necessary or desirable in order to effectuate; complete, .

perfect, continue, or preserve (1) Borrower's and Grantor's obligations under the Note, this Deed of Trust, and

the Related Documents, and (2) the liens and security interests created by this Deed of Trust on the Property, 3

whether now owned or hereafter acquired by Grantor. Unless prohibited by law or Lender agrees to the contrarv ln
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_Writirrg, Grantor shall reimburse Lender for all costs and expenses incurred in connection with the matters referred
W in this paragraph.

'Attorneyqn-Fact If Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do so
far-and.in‘the‘name _of Grantor and at Grantor's expense. For such purposes, Grantor heraby irrevocably appoints
Lender as-Grantor's attorney-in-fact for the purpose of making, executing, 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

FULL PERFORMANCE. f Bormwer and Grantor pay all the Indebtedness when due, and Grantor otherwise performs all
the obligations imposed upon Grantor under this Deed of Trust, Lender shall execute and deliver to Trustee a request for
full reconveyance and shall execute -and deliver to Grantor suitable statements of termination of any financing statement
on file evidencing Lender's security interest in the Rents and the Personal Property. Any reconveyancs 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 entitled thereto”, ard the tecitals in the reconveyance of any matters or facts shall be conglusive proof
of the truthfulness of any such matters ar facts

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

Payment Default. Borrower farls tq_make anv payment when due under the Indebtedness.

Other Defaults. Borrower or Gr__er'\__tdr fails to-comply with or to perform any other term, obligation, covenant or
condition contained in this Deed of Trust or incany of the Related Documents or to comply with or to perform any
term, obligation, covenant or condition- cOntained in any other agreement between Lender and Borrower or Grantor.

Compliance Default. Failure to comply wrth anv 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 wrthln the time required by this Deed of Trust to make any payment
for taxes or insurance, or any other payment.necessary to prevent filing of or to effect discharge of any lien.

Default in Favor of Third Parties. Should Borrower or any Grantor default under any loan, extension of credit,
security agreement, purchase or sales agreement, or any other agreement, in favor of any other craditor or person
that may materially affect any of Grantor's property.or Borrower's or any Grantor's ability to repay the
Indebtedness or perform their respactive cbligations under this Deed of Trust or any of the Related Documents.

False Statements, Any warranty, representation or staternent méde or furnished to Lender by Borrower or Grantor
or on Borrower's or Grantor's bshalf 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 furnlshed or becomes false or misleading at any time
thereafter.

Defactive Collateralization. This Deed of Trust or any of the Reiated Documents ceases to be in full force and
effect {including failure of any collateral document to create a vahd and perfected security interest or lien} at any
time and for any reason.

Death or Inseclvency. The death of any Borrower or Grantor, the _-i'ns_olvency ":of_ Borrower or Grantor, the
appointment of a receiver for any part of Borrower's or Grantor's property, any assignment for the benefit of
craditors, any type of creditor workout, or the commencement of any proceedlng under any bankruptcy or
insolvency laws by or against Borrower or Grantor.

Creditor or Forfeiture Proceedings. Commencement of foreclosure or forfeiture"pr_oeeeding_s," whether by judicial
proceeding, self-help, repossession or any other method, by any creditor of. Borrower-‘or-Grantor or by any
governmental agency against any property securing the Indebtedness. This includes™ a. garnishment of any of
Borrower's or Grantor's accounts, including deposit accounts, with Lender. However, this Event of Default shall
not apply if there is a good faith dispute by Borrower or Grantor as to the validity or reasonableness of the claim
which is the basis of the creditor or forfeiture proceeding and if Borrower or Grantor gives. Larider writtén notice of
the creditor or forfeiture proceeding and deposits with Lender monies or a surety bond for the craditor or-forfeiture
proceeding, in an amount determined by Lender, in its sole discretion, as being an adequate. reserve or: bond for the
dispute. ; .

Breach of Other Agreement. Any breach by Borrower or Grantor under the terms of any othar agreement between
Borrower or Grantor and Lender that is not remedied within any grace period provided therein, incliding without
limitation any agreement concerning any indebtedness or other obligation of Borrower or Granhtor o Lender,"' E
whether existing now or later. -

Events Affecting Guarantor. Any of the preceding events occurs with respect to any Guarantor of'any of 'th'e-'-'
Indebtedness or any Guarantor dies or becomes incompetent, or revokes or disputes the validity of, or Irab|lltv E
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_Adve'r"se Change. A material adverse changs occurs in Borrower's or Grantor's financial condition, or Lender
‘believes the prospect of payment or performance of the Indebtedness is impaired.

Insecurity. Lender in good faith believes itself insecure.

Exisfing indebtedness. The payment of any installment of principal or any interest on the Existing Indebtedness is
not made ‘within the time reguired by the promissory note evidencing such indebtedness, or a default occurs under
the instrurent securing such indebtedness and is not cured during any applicable grace period in such instrument,
or any suit or other action js commenced to foraclose any existing lien on the Property.

RIGHTS AND REMEDIES O'N'DEFAULT If an Event of Default occurs under this Deed of Trust, at any time thereafter,
Trustee or Lender may- exermse anv one or more of the foliowing rights and remedies:

Election of Remedies. Electnon by Lender to pursue any remedy shall not exclude pursuit of any other remedy, and
an election to make expenditires or 10 take action to perform an obligation of Grantor under this Deed of Trust,
after Grantor's failure:to pérforrii, shal not affact Lender's right to declare a default and exerciss its remedies.

Accelorate Indehtedness..-”l'.end'er si'-uali: have the right at its option to declare the entire Indebtedness immaeadiately
due and payable, including any prepayment penalty which Borrower would be required to pay.

Foreclosure. With respect. toall or any part of the Real Property, the Trustee shall have the right to exercise its
power of sale and 1o foreclose by hotice and sale, and Lender shall have the right to foreclose by judicial
foreclosure, in either case in acc__orda_mce wuth___a_n_d to the full extent provided by applicable law.

UCC Remedies. With respect to :'_all or 'ah_\"(.:-par't of the Personal Property, Lender shall have all the rights and
remedies of a secured party under the Uniform Commercial Coda.

Collect Rents. Lender shall have the right, without notice to Borrower or Grantor io take possession of and
manage the Property and collect the Rents, including amounts past due and unpaid, and apply the net proceeds,
over and above Lender's costs, against the Indgbtedness. In furtherance of this right, Lender may require any
tenant or other user of the Property to make.payments of rent or use fees directly to Lender. If the Rents are
collected by Lender, then Grantor irrevocably designates Lender as Grantor's attorney-in-fact to endorse
instruments received in payment thereof in the. name of Grantor and to negotiate the same and collect the
proceeds. Payments by tenants or other users to Lender:in response to Lender's demand shall satisfy the
ohligations for which the payments are made, whether or.not-any proper grounds for the demand existed. Lender
may exercise its rights under this subparagraph either in 'pers'on, b'.’r agent, or through a recsiver.

Appoint Receiver. Lender shall have the right to have a receiver appointed to take possession of all or any part of
the Property, with the power to protect and preserve the Property, to-operate the Property preceding or pending
foreclosure or sale, and to collect the Rents from the Propeity and’ apply the.proceeds, over and above the cost of
the receivership, against the Indebtedness. The receiver may serve without bond if permitted by law. Lender's
right to the appointment of a receiver 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
receiver. : A,

Tenancy at Sufferance. If Grantor remains in possession of the Property after the ‘Property is sold as provided
above or Lender otherwise becomes entitled to possession of the Property upon default of Grantor, Grantor shall
become a tenant at sufferance of Lender or the purchaser of the Property and shall;. at Lender's option, seither (1)
pay a reasonable rental for the use of the Property, or {2} vacate the Property lmmed:ately upon the demand of
Lender.

Other Remedies. Trustee or Lender shall have any other right or remedy prowded in thls Deed af Trust or the Note
or available at law or in equity.

Notica of Sale. Lender shall give Grantor reasonable notice of the time and place of anv publlc sale of the Personal
Property or of the time after which any private sale or other intended disposition of the Personal Proparty is to be
made. Reasonable notice shall mean notice given at least ten {10) days before the time of thé sale_or disposition.
Any sale of the Personal Property may be made in conjunction with any sale of the Real Propertv :

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

Attorneys’ Fees: Expenses. If Lender institutes any suit or action to enforce any of the terms of 'this Deed_.nf ;
Trust, Lender shall be entitled to recover such sum as the court may adjudge reasonable as attorneys’ fees at'trial -
and upon any appeal. Whether or not any court action is involved, and to the extent not prohibited by-law, all/
reasonable expenses Lender incurs that in Lender's opinion are necessary at any time for the protection of /its .

interest or the enforcement of its rights 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,
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wvithout 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 expenses for bankruptcy 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, 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 Trustes. Trustee shall have all of the rights and duties of Lender as set forth in this section.

POWERS AND OBLIG__ATIONS-_OF TRUSTEE. The following provisions relating to the powers and obligations of Trustee
{pursuant to Lender'.s'instru;:tions)- are part of this Deed of Trust:

Powers of Trustee. Iri-addition to all powers of Trustee arising as a matter of law, Trustee shall have the power to
take the following actions-with respect to the Property upon the written request of Lender and Grantor: (a) join in
preparing and flllng a_map-or plat of the Real Property, including the dedication of streets or other rights to the
public; (b} join in grantmg any-sasement or creating any restriction on the Reai Property; and (¢) 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“_n__dt be obligated to notity any other party of a pending sale under any other
trust deed or lien, or of any-action or procesding in which Grantor, Lender, or Trustee shall be a party, uniess
required by applicable law, or- unléss the attion or proceeding is brought by Trustse.

Trustee. Trustee shall meet all- quallflcatlons required for Trustee under applicable law. In addition to the rights
and remedies set forth above, with respact ta alt ar any part of the Property, the Trustee shall have the right 10
foreclose by notice and sale, and Lender shall Have the right to foreclose by judicial foraclosure, in either case in
accordance with and to the full extent prowde_d by applicable law.

Successor Trustee. Lender, at Lender's option, may from time to time appoint & successor Trustee to any Trustee
appointad under this Deed of Trust by an’instrument executed 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, 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 ingstrument shall be executed and acknowledged by-Lender or its successors in interest. The successor
trustee, without conveyance of the Property, shall succeed to &ll the title, power, and duties conferred upon the
Trustee in this Deed of Trust and by applicable law. Th|s procedure for substitution of Trustee shall govern to the
exclusion of all other provisions for substitution,

NOTICES. Subject to applicable law, and except for notice required or altowed by law to be given in another manner,
any notice required to be given under this Deed of Trust, incliiding without-limjtation any notice of default and any
notice of sale shall be given in writing, and shall be effective when ‘actuslly delivered, when actually received by
telefacsimile {unless otherwise required by law), when deposited with a nationally recognized overnight courier, or, if
mailed, when deposited in the United States mail, as first class, certified or registered mail postage prepaid, diracted to
the addresses shown near the beginning of this Deed of Trust. All copigs of notices of foreclosure from the holder of
any lien which has priority over this Deed of Trust shall be sent to Lendér's address,-as shown near the beginning of
this Deed of Trust. Any party may change its address for notices under this Peed of Trust by giving formal written
notice to the other parties, specifying that the purpose of the notice is to. change the party's address. For notice
purposes, Grantor agrees to keep Lender informed at all times of Grantor’s current address, Subject to applicable law,
and except for notice required or allowed by law to be given in another manner,-if there is more than one Grantor, any
notice given by Lender to any Grantor is deemed to be notice given to all Grantors.

FURTHER ASSURANCES. The parties hereto agree to do aii things deemed necessary by Lender in order to fully
document the loan evidenced by this Note and any related agreements, and will, fully. -cooperate concerning the
execution and delivery of security agreements, stock powers, instructions and/or other. documents. pertaining to any
collateral intended to secure the Indebtedness. The undersigned agree to assist in the cure of ‘any defects in the
execution, delivery or substance of the Nete and related agreements, and in the creation and perfectlon of any liens,
security interests or other collateral rights securing the Nota.

CONSENT TO SELL LOAN. The parties hersto agree: {a) Lender may seli or transfer ali or part of this Ioan to ‘ene or
more purchasers, whether reiated or unrelsted to Lender; (b) Lender may provide to any purchaser, .or potential
purchaser, any information or knowledge Lender may have about the parties or about any other matter relating to. this
loan obligation, and the parties waive any rights to privacy it may have with respect to such matters;(c) the purchaser
of a loan will be considered its absolute owner and will have all the rights granted under the loan. documents or -
agreements governing the sale of the loan; and {d} the purchaser of a loan may enforce its interests wrespectwe of any
claims or defenses that the parties may have against Lender.

FACSIMILE AND COUNTERPART. This document may be signed in any number of separate copies, each of whfch shail. -

be effective as an original, but all of which taken together shall constitute a single document. An electronic .-

transmission or other facsimile of this document or any related document shall be deemed an original and shall b.e"".
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'a'dmi_s'si.blé"as evidence of the document and the signer's execution.

ARBITRATION AGREEMENT. Arbitration - Binding Arbitration. Lender and each party to this agreement hereby agree,
upan-damand by-any. party, to submit eny Dispute to binding arbitration in accordance with the terms of this Arbitration
Program,. A *Digpute” shall include any dispute, claim or controversy of eny kind, whether in contract or in tort, Legal
or eqmtable, now existing or hereafter arising, relating in any way to this Agreement or any related agreement
incorporating thi$ Arbitration Program {the "Documents”), ar any past, present, or future loans, transactions, contracts,
agreements, - relationghips, .ificidents or injuries of any kind whatsoever relating to or involving Business Banking,
Regional Banking, or any successor group or department of Lender. DISPUTES SUBMITTED TO ARBITRATION ARE
NOT RESOLVED IN COURT BY-A-JUDGE OR JURY.

Governing Rules. Any arbitration proceeding will {i} be governed by the Federal Arbitration Act (Title @ of the United
States Code), notwithstanding any conflicting choice of law provision in any of the documents between the parties; and
(i} be conducted by the AAA [(American Arbitration Association), or such other administrator as the parties shall
mutually agree upon, in accordance WIth the AAA's commercia! dispute resolution procedures, unless the claim or
counterclaim is at least $1,000,000.00 exclusive of claimed interest, arbitration fees and costs in which case the
arbitration shall be conducted in accordance with the AAA's optional procedures for large. complex commercial
disputes ({the commercial dispute resolution procedures or the optional procedures for large, complex commercial
disputes to be referred to, as applicable, as.the:"Rules”). If there [s any inconsistency between the terms hereof and
the Rules, the terms and procedures set forth herein shall control. Arbitration proceedings hereunder shall be
conducted at a location mutuatly agreeable to the parties, or if they cannot agree, then at a location selected by the
AAA in the state of the applicable substantive:law primarily governing the Credit. Any party who fails or refuses to
submit to arbitration following a demand’ by any other party shall bear all costs and expenses incurred by such other
party in compelling arbitration of any Dispute.:. Arbitration may be demanded at any time, and may be compelied by
summary proceedings in Court. Thae institution and maintenance of an action for judicial relief or pursuit of a provisional
or ancillary remedy shall not constitute a waiver of the right of any party, including the plaintiff, to submit the
controversy or claim to arbitration if any other.party contests such action for judicial relief. The arbitrator shall award
all costs and expenses of the arbitration proceeding.” Nothing contained herein shall be deemed to be a waiver by any
party that is a Bank of the protections afforded to'it under 12 U.S.C, °91 or any similar applicable state law.

No Waiver of Provisional Remedies, Self-Help and Foreclosure. The arbitration requirement does not limit the right of
any party to (i} foreclose against real or personal property collateral; (i) exercise self-help remedies relating to collateral
or proceeds of collateral such as setoff or repossession; or {iiil obtain provisional or ancillary remedies such as replevin,
injunctive relief, attachment or the appointment of a receiver, before during or after the pendency of any arbitration
proceading. This exclusion does not constitute a waiver of the. right ot obilgatlcn of any party to submit any Digpute to
arbitration or reference hereunder, including those arising from. the exercuse of the actions detalled in sections {i), (il} and
{iii} of this paragraph.

Arbitrator Quualifications and Powers. Any arbitration proceeding in which the amount in controversy is $5,000,000.00
or less will be decided by a single arbitrator selected according to ‘the Rules, arid who shall not render an award of
greater than $5,000,000.00. Any Dispute in which the amount in. controversy-éxceeds $5,000,000.00 shall be
decided by majority vote of a panel of three arbitrators; provided howéver, .that-all-three arbitrators must actively
participate in all hearings and deliberations, Every arbitrator must be a practicing attornsy or a retired member of the
state or federal judiciary, in either case with a minimum of ten years experience’in the substantive law applicable to the
subject matter of the Dispute. The arbitrator will determing whether ar not an issue is arbitratable and will give effact
to the statutes of limitation in determining any claim. In any arbitration proceeding the arbitrator will decide (by
documents only or with a hearing at the arbitrator’s discretion} any pre-hearing motions ‘which are similar to motions to
dismiss for failure to state a claim or motions for summary adjudication. The arbitrator shall resoclve all Disputes in
accordance with the applicable substantive law and may grant any remedy or relief that a court 'of such state could
order or grant within the scope hereof and such ancillary relief as is necessary to make efféctive any award. The
arbitrator shall alsc have the power to award recovery of all costs and fees, to impose sanctions and to take such other
action as the arbitrator deems necessary to the same extent a judge could pursuant to the Federal Rules of Civil
Procedure, the applicable State Rules of Civil Procedure, or other applicable law. Judgment upon tha award rendered
by the arbitrator may be entered in any court having jurisdiction. )

Discovery. In any arbitration proceeding discovery will be permitted in accordance with the Hules All dlscovery shall
be expressly limited to matters directly relevant to the Dispute being arbitrated and must be completed no-later than 20
days before the hearing date and within 180 days of the filing of the Dispute with the AAA. Any: requests for_an
extension of the discovery periods, or any discovery disputes, will be subject to final determination by the’ arbitrator..
upon a showing that the request for discovery is essential for the party's presentation and that no afternatlve means for ;
obtaining information is available. : :

Miscellaneous. To the maximum extent practicable, the AAA, the arbitrators and the parties shall take ll actlon';
required to conclude any arbitration proceeding within 180 days of the filing of the Dispute with the AAA, The "
resolution of any Dispute shall be determined by & separate arbitration proceeding and such Dispute shall not be..--""'
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consolldated W|th other disputes or included in any class proceeding. No arbitrator or other party to an arbitration
pror.:asdmg may disclose the existence, content or results thereof, except for disclosures of information by a party
required in the ordinary course of its business or by applicable law or regulation. If more than one agresment for
arbitration-by or between the parties potentially applies to a Dispute, the arbitration provision most directly related to
the documerits between-the parties or the subject matter of the Dispute shall contrel. This arbitration provision shall
survive termina"tion =ar'memd-rnr:nt or expiration aof any of the documents ar any refationship between the parties,

State—Speclﬁc Prowslons _
If California law governs the D:spute, the following provision is included:

Real Property Collateral; Judlclal ‘Reference. Notwithstanding anything herein to the contrary, no Dispute shall be
submitted to arbitration if the Dispute concerns indebtedness secured directly or indirectly, in whals or in part, by any
real property unless the holder of the martgage, lien or security interast specifically elects in writing to proceed with the
arbitration. |f any such Dispute’is -not, submitted to arbitration, the Dispute shall, at the election of any party, be
referred to a referee in accordance with California Cade of Civil Procedure Section 638 et seq., and this general
reference agreement is intended:to be specifically enforceable in accordance with said Section 638. A referee with the
qualifications required herein for-arbitrators shall be selected pursuant to the AAA's selection procedures. Judgment
upon the decision rendered by"a referee shall-be entered in the court in which such proceeding was commenced in
accordance with California Code of Cwﬂ Procedure Sections 644 and 645,

If Idaho law governs the Dispute, the' follow:ng prows:on is included:

Real Property Collateral; Judicial Referenoe Notwuthstandmg anything herein to the contrary, no dispute shall be
submitted to arbitration if the dispute concerns indebtednéss secured directly or indirectly, in whole or in part, by any
real property unless (il the holder of the mortgage, lien or. security interest spacifically elects in writing to proceed with
the arbitration, or (i} all parties to the arbitration waive-any rights or benefits that might accrue 10 them by virtue of the
single action rule statute of Idaho, thereby agreeing that all indebtedness and obligations of the parties, and all
mortgages, liens and security interests sacurmg such indebtedness and obligations, shall remain fully valid and
enforceable. '

If Montana law governs the Dispute, the following pfovision is incl't}cfed:- _

Real Property Collateral; Judicial Referanca. Notwithstanding anythlhg herein to the contrary, no dispute shall be
submitted to arbitration if the dispute concerns indebtedness secured’directly or indirectly, in whole or in part, by any
real property unless (i) the holder of the mortgage, lien or security'interest-specifically elects in writing to proceed with
the arbitration, or (iij all parties to the arbitration waive any rights or benefits that might accrue to them by virtue of the
single action rule statute of Montana, thereby agreeing that all indebtedness :and obligations of the parties, and ail
morigages, liens and security interests securing such lndebtedness and obilgatlons, shall remain fully valid and
enforceable, : S

If Nevada law governs the Dispute, the following provision is mcluded

Real Property Collateral; Judicial Reference. Notwithstanding anything hereln to the contrary, no dlspute shall be
submitted to arbitration if the dispute concerns indebtedness secured directly ar indirectly; in whole or in part, by any
real property unless (il the holder of the mortgage, lien or security interest specifically elects in writing to proceed with
the arbitration, or (i) &ll parties to the arbitration waive any rights or benefits that.might acérue to them by virtue of the
single action rule statute of Nevada, thereby agreeing that all indebtedness and cbligations of the parties, and all
mortgages, liens and security interests securing such indebtedness and obhgannns, shall remﬁln fullv valid and
enforceable, .

If Utah law governs the Dispute, the following provision is included:

Real Property Collateral: Judicial Reference. Notwithstanding anything herein to the contrary, no, D:spute shall be
submitted to arbitration if the Dispute concerns indebtedness secured directly or indirectly, in whole or’in part, by any
raal proparty unless the holder of the mortgage, lien or security interest specifically elects in writing to proceed with the
arbitration. If any such Dispute is not submitted to arbitration, the Dispute shall, at the election-of.any party, be
referred to a master in accordance with Utah Rule of Civil Procedure 53, and this general refarence agreement is
intended to be specifically enforceable. A master with the qualifications required herein for arbitrators shall bé selected
pursuant to the AAA's selection procedures. Judgment upon the decision rendered by a master shall-be entered in ‘the
court in which such proceeding was commenced in accordance with Utah Rule of Civil Procedure 53(e). " - ;

DEFINITION OF {NDEBTEDNESS. The definition of "Indebtedness” hersin includes, without hmltatlon, au hahlhtv of
Borrower or other party having its obligations to Lender secured by this Deed of Trust, whether liquidated or’
unliquidated, defined, contingent, conditional or of any other nature whatsoever, and performance of ‘alf other .

obligations, arising under any swap, derivative, foreign exchange or hedge transaction or arrangement (or other similar .-

transaction or arrangement howsoever described or defined) at any time entered into with Lender in connection with the
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Note.” .~

ENCUMBRANCES.."GrantorfMortgagor.’T rustor shall not, without Lender's consent, mortgage, assign, grant a lien upon
ar security intérest in;. or otherwise encumber the Property or any interest in the Property, or allow such a lien or

security-interest to -exist-or arise, whether voluntarily, involuntarily or by operation of law, except for liens and security
interests in favor of Lender, or property taxes attributable to the Property which are not past due.

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

Amendments. This Deed of Trust, together with any Related Documents, constitutes the entire understanding and
agreement of the-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 altaratiori-or amendment.

Annual Reports. If the Propsrty is used for purposes other than Grantor's residence, Grantor shall furnish to
Lender, upon request,‘a certified statement of net operating income received from the Property during Grantor's
previous fiscal year in. such form ‘and detail as Lender shall require. “Net operating income™ shall mean &ll cash
receipts from the Property less all cash expenditures made in connection with the operation of the Property.

Caption Headings. Captit:).r_l" headingé= in this Deed of Trust are for convenience purposes only and are not to be
used to interpret or dafine the provisions of this Deed of Trust.

Merger. There shall be no merger. of the interest or ¢state created by this Deed of Trust with any other interest or
estate in the Property at any time héld by. or for the benefit of Lender in any capacity, without the written consent
of Lender. T

Governing Law. This Deed of Trust 'v\'rill'l'se" gdi.rerne_d by federal law applicable to Lender and, to the extent not
preempted by federal law, the laws of the $tate of ‘Washington without regard to its conflicts of law provisions.
This Deed of Trust has been accepted by Lender.in the State of Washington.

Joint and Several Liability. All obligations :of Borrower and Grantor under this Deed of Trust shall be joint and
several, and all references to Grantor shall mean each and every Grantor, and all references to Borrower shall mean
each and every Borrower. This means that éach Grantor signing below is responsible for all obligations in this
Deed of Trust. e e

No Waiver by Lender. Lender shall not be deemed to have waived any rights under this Deed of Trust unless such
waiver is given in writing and signed by Lender. No delay or omisgiop 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'sright otherwise to demand strict compliance with that
provision or any other provision of this Deed of Trust. No prior waiver by Lender, nor any course of dealing
between Lender and Grantor, shall constitute a waiver of any of Lender's rights or of any of Grantor's obligations
as to any future transactions. Whenever the consent of Lender is required: under this Deed of Trust, the granting
of such consent by Lender in any instance shall not constitute continuing tonsent to subsequent instances where
such consent is required and in all cases such consent may be grantéd-or withheld in the sole discretion of Lander.

Severability. If a court of competent jurisdiction finds any provision of this Deéed of Trust to be illegal, invalid, or
unenforceable as to any person or circumstance, that finding shall not make the offending provision illegal, invalid,
or unenforceable as to any other person or circumstance, If feasible, the offending provision shall be considered
modified so that it becomes legal, valid and snforceabls. 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 shali not affect the legality, validity or enforceability of any
other provision of this Deed of Trust. s ST

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, théir successors and assigns. |If
ownership of the Proparty becomes vasted in a person other than Grantar, Lender, without notice’ to Grantor, may
deal with Grantor's successors with reference to this Deed of Trust and the Indebtedness by way of-forbearance or
extension without releasing Grantor from the obligations of this Deed of Trust or fiability under the Indébteédness.

Time is of the Essence. Time is of the assance in the performance of this Deed of Trust.

Waiver of Homestead Exemption. Grantor hereby releases and waives all rights and benefits 'df_the: h‘ofﬁés_fe-ad
exemption laws of the State of Washington as to sl Indebtedness secured by this Deed of Trust, = .+ EEs

DEFINITIONS. The following capitalized words and terms shall have the following meanings when used'in this ‘Deed of -
Trust. Unless specifically stated to the contrary, all references to dollar amounts shall mean amounts in lavful maney
of the United States of America. Words and terms used in the singular shall include the plural, and the plural shalt:
include the singular, as the context may require. Words and terms not otherwise defined in this Deed of Trust shall
have the meanings attributed to such terms in the Uniform Commercial Code: £

A
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_Benoftciary. * The word "Beneficiary” means Wells Fargo Bank, National Association, and its successors and
_assigns.

Borrower. The word "Borrower" means Robert J. Klem and includes all co-signers and co-makers signing the Note
and. gl their su‘ccess_ors and assigns.

Deed of Trust:. The ‘words "Deed of Trust” mean this Deed of Trust among Grantor, Lender, and Trustee, and
includés WIthout limitation all assignment and security interest provisions relating to the Personal Property and
Rents.

Default. The word'_ f'Dafa'ul_t" means the Defauit set forth in this Deed of Trust in the section titled "Default”.

Environmental- Laws.. The words "Environmentai Laws” mean any and all state, federal and local statutes,
regulations and ordinances- rglating to the protection of human health or the environment, including without
limitation the Comprehensive’Environmental Response, Compensation, and Liability Act of 1880, as amended, 42
U.8.C. Section 9601, et.seq.-{" CERCLA™), the Superfund Amendments and Reauthorization Act of 1986, Pub. L.
No. 99-499 ("SARA"}, the-Hazsardous Materials Transportation Act, 48 U.5.C. Section 1801, et seq., the Resource
Conservation and Recoverv_ Act, 42 U.S,C, Section 6901, et seq., or other applicable state or federal laws, rules,
or regulations adopted pursuant thereto.

Event of Default. The worﬂs'___"fEGent of Default” mean any of the events of default set forth in this Deed of Trust in
the events of default section of this Deei:l of Trust.

Existing Indobtedness. The words "Exlstlng lndebtedness mean the indebtedness described in the Existing Ligns
provision of this Deed of Trust. T

Granter. The word "Grantor™ means Robert J Klem and M. Dianne Klem.

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

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

Hazardous Substances. The words 'Hazardous Substances mean materials that, because of their quantity,
concentration or physical, chemical or infectious characteristics,may cause or pose a present or patential hazard
to human health or the environment when improperly used, treated, stored, disposed of, generated, manufactured,
transported or otherwise handled. The words "Hazardous Substances” are used in their very broadest sense and
include without limitation any and all hazardous or toxic substances, materials or waste as defined by or listed
under the Environmental Laws. The term "Hazardous Subistances” aEso :nciudes, without limitation, petroleum and
petroleum by-products or any fraction thereof and asbestos.

Improvements. The word "Improvements” means all exlstiné and future improvements, buildings, structures,
mobile homes affixed on the Real Property, facilities, additions,. replacements 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 alt reneiwals of, extensions of, modifications of,
consolidations of and substitutions for the Note or Related Documents and any amounts expended or advanced by
Lender to discharge Grantor's obligations or expenses incurred by Trustee. or Lender to enforce Grantor's
obligations under this Deed of Trust, together with interest on such amounts as provided in this Deed of Trust.
Specifically, without limitation, Indebtedness includes all amounts that may be |nd|rectly secured by the
Cross-Collateralization provision of this Deed of Trust. .

Lender. The word "Lender" means Wells Fargo Bank, National Association, its succesaors and asmgns

Note. The word "Note" means the promissory note dated December 26, 2006, in the onglnal pringcipal
amount of $1,700,000.00 from Borrower to Lender, together with all renéwals of, exténsions of,
modifications of, refinancings of, consolidations of, and substitutions for the promissory note or agreement
NOTICE TO GRANTOR: THE NOTE CONTAINS A VARIABLE INTEREST RATE.

Personal Property. The words "Perscnal Property” mean all equipment, fixtures, and other: artlcles of personal
property now or hereafter owned by Grantor, and now or hereafter attached or affixed to“the.Real Proparty;
together with all accessions, parts, and additions to, all replacements of, and all substitutionsfor,”any of such
property; and together with all issues and profits thereon and proceeds {(including without limitation aH msurance'-' .
proceeds and refunds of premiums} from any sale or other disposition of the Property.

Property. The word "Property” means collectively the Real Property and the Personal Property. L i
Real Propartv The words "Real Property™ mean the real property, interests and rights, as further deserlbed in thls S

of SRR AR man
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‘Related Documents, The words "Related Documents” mean all promissory notes, credit agreements, loan
agreemants, environmental agreements, guaranties, security agreements, mortgages, deeds of trust, security
‘deeds, collateral mortgages, and all other instruments, agreements and decuments, whether now or hergafter
exnstmg, executed in connection with the Indebtedness.

Rents The word "Flents means all present and future rents, revenues, income, issues, royalties, profits, and
other beneflts derivad_ from the Property.

Trustes. The word “Trustee means Wells Fargo Financial National Bank, whose mailing address is c/o Boise Loan
Operations Center; P.0. Box 8203, Boise, ID 83707-2203 and any substitute or successor trustees.

EACH GRANTOR ACKNO_WLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST. AND EACH
GRANTOR AGREES TO ITS- TERMS. "

GRANTOR:

X
Robert J. Klem

X

M. Dianne Klem ‘ &

INDIVIDUAL ACKNOWLEDGMENT
STATE OF ji)uim abon L )
Ly es
COUNTY OF wlnwd/& e

On this day before me, the undersigned Notary Public, personally appedred Rabert J. Klem, personally known to me or
proved to me on the basis of satisfactory evidence to be the individual described in and who executed the Deed of
Trust, and acknowledged that he or she signed the Deed of Trust ag his or her freé and voluntary act and deed, for the

uses and purposes therein mentioned. E o
Given under my hand and official seal this ﬁf?/ dai/ of . M , 20082
By, [ QQ,&MD Residing at W
g L e Q :
Notary Public in and for the State of _IQA- My commission expires . K0/0

RN \IWI\P\IWIN i
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INDIVIDUAL ACKNOWLEDGMENT s

e QT g Y
STATE OF _ } : £ z_... gg
: 2 K
- } 88 2 .;,,J \r' QY ; ©
COUNTY OF ) ’.';, .,p e, 2-195 S
4 ““\\\\\\-\""~ %‘b
W

On this day before ms, the unders1gned Notary Public, personally appeared M. Dianne K!en'n' |p onally known to me or
proved to me on the basis of.satisfactory evidence to be the individual described in and who executed the Deed of

Trust, and acknowledged that he or she s:gned the Deed of Trust as his or her free and voluntary act and deed, for the

uses and purposes thereir 'me'ntioned Sx— M
Given under my hand and oﬂiclal seal thls / 2 / - day of ; .20 0('0
[QU !‘ uu A_.__-: ' Residing at W

My commission expires ;fg,ﬁ . / 9, &Dl D

Notary Public in and for the State of QJA-

REQUEST FOR FULL RECONVEYANCE

To: ;Trustee _
The undersigned is the legal owner and holder of all |ndebtedne35 secured by this Deed of Trust. You are hercby
requested, upon payment of alf sums owing to you, to reconvey wn’nout warranty, 10 the persons entitied thereto, the

right, title and interest now held by you under the Deed of Trust

Date: _— .. Beneficiary:
L By:

Its:

LASER RO Londing, Ver. 6.33.00.004 Capr. Harlnd Finsacial Sobiiana, nc, 1997, 2006. Al Rights Reserved. < WA X:\[PRODAGRILPL\GO1.FC TH-24168 PR-669
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" Schedule “A-17 124052-PA
- DESCRIPTION:
3 ’micE'L A

Lot C 1 of SKAGIT COUNTY SHORT PLAT NO. 111-79, as approved November 10, 1979, and recorded
November 21, 1979, in Volume 3 of Short Plats, page 218, under Auditor’s File No. 7911210038, records of
Skagit C_ounty,__ Washington; being a portion of Tract C, Plat of "HOLIDAY HIDEAWAY NO. 1," as per
plat recorded in-Volume 8 of Plats, pages 36 through 42, inclusive, records of Skagit County, Washington.
Situate in the ::Co'u=nt3;:__'9f Skagit, State of Washington.
PARCEL “B”; -
An easement for roadway and u'tihti.es purposes as delineated on the face of Plat of "HOLIDAY
HIDEAWAY NO. 1," as per plat reoorded in Volume 8 of Plats, pages 36 through 42, inclusive, records of
Skagit County, Washington. .~ - :

Situste in the County of Skagit; State Of.W ashm aton.
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