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DATE: December 2, 2008

Refarence # {if applicable}: T Additional on page
Grantor(s}): el

1. Klem, Robert J.

2. Klem, M. Dianne

Grantee(s)
1. Wells Fargo Bank, National Assomatlon _
2. Wells Fargo Financial National Bank, Tristee -

Legal Description: Lot C-1, SP No. 111-79, ptn Holiday Hideawaﬁ;f #1
T _Additional on page 7_/_

Assessor’s Tax Parcel ID#: 3926-009-004-0002

MAXIMUM LIEN. The lien of this Deed of Trust shall not exceed at any one time $852,023.00.

THIS DEED OF TRUST is dated December 2, 2008, 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 Everett, 2801 Wetmore
Avenue, Everett, WA 98021 (referred to below sometimes as "Lender” and sometimes as
"Beneficiary"); and Wells Fargo Financial National Bank, whose mailing address is:¢fo” BBG-
Boise Loan Operations Center, PO Box 8203, Boise, ID 83707-2203 (referred t_p bel_ow as
"Trustee”). T

THIS DEED OF TRUST IS BEING RECORDED SECOND AND SUBORDINATE TO DEED OF |
TRUST RECORDED UNDER AUDITOR FILE NO. 200901290 Cletf )
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CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale, right
of entry and possessmn and for the benefit of Lender as Beneficiary, all of Grantor's right, title, and interest in and to
the "-following -described real property, together with all existing or subsequently erected or affixed buildings,
improvements and fixtares; all easements, rights of way, and appurtenances; all water, water rights and ditch rights
{including stock in utilitiés with ditch or irrigation rights); and all other rights, royalties, and proflts relatlng to the real
property, |nc|ud|ng ‘without limitation all minerals, oil, gas, geothermal and similar matters, (the "Real rOpertv")

located in Skagit Cc___:_un__ty_, State of Washington:
PARCEL "A"™: "

Lot C-1 of SKAGIT COUNTY SHORT PLAT NO. 111-79, as approved November 10, 1979,
and recorded Noverber 21, 1979, in Volume 3 of Short Plats, page 218, under Auditor's
File No. 7911210038, records of Skagit County, 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, inclusi\.ie:_records_ of Skagit County, Washington.

Situate in the County:r"offS"ka_git',':StEte of Washington.

PARCEL "B":

An easement for roadwav and utllltles purposes as delineated on the face of Plat of
"HOLIDAY HIDEAWAY NO. 1," as: per plat recorded in Volume 8 of Plats, pages 36 through
42, inclusive, records of Skagit County Washlngton

Situate in the County of Skagit, State of Washmgton

The Real Property or its address is commonly known as 7630 Cypress Way. Anacortes, WA
98221. The Real Property tax identification number _i_s39_26-009-004—0002.

Grantor hereby assigns as security to Lender, all of Grantor's-right, title;. and interest in and to al! 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 and choate upon the récording of this Deed of Trust. Lender granis to
Grantor a license to coliect the Rents and profits, which license '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 SECUHITY INTEREST IN THE RENTS AND
PERSONAL PROPERTY., IS GIVEN TO SECURE (A} PAYMENT OF THE INDEBTEDNESS AND (B} PERFORMANCE OF
ANY AND ALL OBLIGATIONS UNDER THE NOTE, THE RELATED DOCUMENTS AND THIS DEED OF TRUST. THIS
DEED OF TRUST iS GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:

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 pgwer, 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 applicabie to Grantor; (d) Grantor has establishied -adequate means of obtaining
from Borrower on a cantinuing basis information about Borrower's financial condition; arid (e) Lender has made no
representation to Grantor about Borrower (including without limitation the credltworthmess of Borrower)

GRANTOR'S WAIVERS. Grantor waives all rights or defenses arising by reason of any qne actl_on Qr. anti-deﬁc‘iencv"
law, or any other law which may prevent Lender from bringing any action against Grantdr, including a claim for
deficiency to the extent Lender is otherwise entitled to a claim for deficiency, before or after Lender 5 commencement
or completion of any foreclosure action, either judicially or by exercise of a power of sale.

PAYMENT AND PERFORMANCE. Except as otherwise provided in this Deed of Trust, Borfower shall pay to Lender all
Indebtedness secured by this Deed of Trust as it becomes due, and Borrower and Grantor shall perform all thelr
respective obligations under the Note, this Deed of Trust, and the Related Documents.

POSSESSION AND MAINTENANCE OF THE PROPERTY. Borrower and Grantor agree that Borrower & and Grantors 3
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 po’sse’s_sion a___nd _'
control of the Property; (2) use, operate or manage the Property; and (3) collect the Rents from the-Property’” |
{this privilege is a license from Lender to Grantor automatically revoked upon default). The following provisions

T
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i __re'Iéte-to the use of the Property or to other limitations on the Property. The Real Property is not used principally
far agricultur_al purposes.

» Duty to I\ﬂaintain Grantor shall maintain the Property in tenantable condition and promptly perform all repairs,
'.;replacernents afid maintenance necessary to preserve its value.

Comphance W‘th Environmental Laws. Grantor represents and warrants to Lender that: (1) During the period of
Grantor's owriership of the Property, there has been no use, generation, manufacture, storage, treatment, disposal,
release .or threatened release of any Hazardous Substance by any person on, under, about or from the Property;
{2) Grantor has na. knowledge of, or reason to believe that there has been, except as previously disclosed to and
acknowledged by’ Lerider ‘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 of claims of any kind by any person relating to such matters; and (3) Except as previously
disclosed to and acknowledgeéd by Lender in writing, (a} neither Grantar nor any tenant, contractor, agent or other
authorized user of the Property 'shail use, generate, manufacture, store, treat, dispose of or release any Hazardous
Substance on, under, about or fféi-the Property; and (b} any such activity shall be conducted in compliance with
alt 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. Grantor 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 c_onSt_r_.ued to create any responsibility or liability on the part of Lender to Grantor or
to any other person. The representations and warranties contained herein are based on Grantor's due diligence in
investigating the Property for Hazardouis Subsfances. Grantor hereby {1} releases and waives any future claims
against Lender for indemnity or contribuﬁgn- in.the event Grantar 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, which-Uender may directly or indirectly sustain or suffer resulting from
a breach of this section of the Deed of Trust or ag-a consequence of any use, generation, manufacture, storage,
disposal, release or threatened release occurfing prior to Grantor's ownership-or interest in the Property, whether
or not the same was or should have been known to Grantor. The provisions of this section of the Deed of Trust,
including the obligation to indemnify and defend, shall survive the payment of the Indebtedness and the satisfaction
and reconveyance of the lien of this Deed of Trust-and shall not be affected by Lender's acquisition of any interest
in the Praperty, whether by foreclosure or otherwise. :

Nuisance, Waste. Grantor shall not cause, conduct nr"per'mit an\f.nuisance nor 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 othér party the right to remove, any timber, minerals {including
oil and gas}, coal, clay, scoria, soil, gravel or rock products _without Lerider's prior written consent.

Removal of Improvements. Grantor shall not demolish or remove "any I[ﬁprovements from the Real Property
without Lender’s prior written consent. As a condition to the femoval of gny. Improvements, Lender may require
Grantor to make arrangements satisfactory to Lender to replace such Improvements with Improvements of at least
equal value. . ;

Lender's Right to Enter. Lender and Lender's agents and representaii\ies m'av ehter upon the Real Property at all
reasonable times to attend to Lender's interests and to inspect the Real Property for purposes of Grantor's
compliance with the terms and conditions of this Deed of Trust.

Compliance with Governmental Requirements. Grantor shall promptlv comply, and shall promptly cause
compliance by all agents, tenants or other persons or entities of every nature whatseever who rent, lease or
otherwise use or occupy the Property in any mannes, with all laws, ordinances, and régulations, now or 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 good faith any- such law;. ordinance, or
regulation and withhold compliance during any proceeding, including appropriate appeals, So lefig. ag 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 t¢ post adequate security or a- surety bond reasonablv
satisfactory to Lender, to protect Lender's interest.

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

DUE ON SALE - CONSENT BY LENDER. Lender may. at Lender's option, 1{A} declare immediately due"and pavable éll ’
sums secured by this Deed of Trust or (B) increase the interest rate provided for in the Note or cother document
evidencing the Indehtedness and impose such other conditions as Lender deems appropriate, upan 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’
0129
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- legal,; beneficial or equitable; whether voluntary ar involuntary; whether by outright sale, deed, installment sale contract,

land céntract, contract for deed, leasehold interest with a term greater than three (3) years, lease-option contract, or by
sale, assngnment “or transfer of any beneficial interest in or to any land trust holding title to the Real Property, or by any
other ‘method’ of conveyance of an interest in the Real Property. f any Grantor is a corporation, partnership or limited
liability €6mpany, transfer also includes any change in ownership of more than twenty-five percent (25%) of the voting
stock, partnership ifiterésts or limited lability company interests, as the case may be, of such Grantor. However, this
option shall.riot.be exercis'ed by Lender if such exercise is prohibited by federal law or by Washington law.

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

Payment. Gran{q: sh‘al_l pay when due {and in ali events prior to delinquency) all taxes, special taxes, assassments,
charges (including water and sewer), fines and impositions levied against or on account of the Property, and shall
pay when due all claims for werk done on or for services rendered or material furnished to the Property. Grantor
shall maintain the Property free of all liens having priority over or equal to the interest of Lender under this Deed of
Trust, except for the’ I|en of taxes and assessments not due and except as otherwise provided in this Deed of
Trust. |

Right to Contest. Grantor may withho(d payment of any tax, assessment, or claim in connection with a good faith
dlspute over tha obligation to pay, sG fong-as Lender's interest in the Property is not jeopardized. If a lien arises or
is filed as a result of nonpayment Grantor shall within fifteen {15) days after the lien arises or, if a lien is filed,
within fifteen {15) days after Grantor has notice of the filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lender cash or 4 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 sale undér 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 contest proceedings.

Evidence of Payment. Grantor shall upon_demand_furmsh 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 against the Property.

Natice of Construction. Grantor shall notify Lénder at least fifteen (15} days before any work is commenced, any
services are furnished, or any materials are supplied to the Property, if any mechanic's lien, materialmen’s lien, or
other lien could be asserted on account of the work, 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. i

PROPERTY DAMAGE INSURANCE. The following provisions relatlng 10 msurmg the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and maintain. pohmes of fire insurance with standard extended
coverage endorsements on a fair value basis for the full |nsurable value govering all Improvements on the Real
Property in an amount sufficient to avoid application of any ceinsurance clalise, and with a standard mortgagee
clause in favor of Lender. Grantor.shall also procure and maintain comprehenswe general liability insurance in such
coverage amounts as Lender may reguest with Trustee and Lender being named -as: additional insureds in such
liability insurance podlicies. Additionally, Grantor shall maintain such othgr jnsurance, including but not limited to
hazard, business interruption, and boiler insurance, as Lender may reasonably requirg, / Policies shall be written in
form, amounts, coverages and basis reasonably acceptable to Lender and jssued by a company or companies
reasonably acceptable to Lender. Grantor, upon request of Lender, will deliver '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 ifisurance 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 locdted in-&n arda designated by
the Director of the Federal Emergency Management Agency as a special flood hazard area; Granmtor agrees to
obtain and maintain Federal Flood Insurance, if available, for the full unpaid principal balance of the loan and any
prior liens an the property securing the loan, up to the maximum policy limits set inder“the Mationa! Flood
Insurance Program, or as otherwise required by Lender, and to maintain such insurance for the term of the.loan.

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the F’ro'pe.rty Lender may
make proof of loss if Grantor fails to do so within fifteen (15} days of the casualty. Whether.or not Leriders
security is impaired, Lender may, at Lender's election, receive and retain the proceeds of any msurance and apply_
the proceeds to the reduction of the Indebtedness, payment of any lien affecting the Property, of the restoration’

and repair of the Praperty. 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. Lendershall, uc__)_.oﬁ:
satisfactory proof of such expenditure, pay or reimburse Grantor from the proceeds for the reasonable cost of. |
repair or restoration if Grantor is not in default under this Deed of Trust. Any proceeds which have not been

WA
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_dlsbursed within 180 days after their receipt and which Lender has not committed to the repair or restoration of
thie 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. It Lender holds
", @ny proceeds after payment in full of the Indebtedness, such proceeds shall be paid without interest to Grantor as

"Grantor 5 lnterests _may appear.

Grantor 's Report on'insurance. Upon request of Lander, 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 manper of determining that value; and {5} the expiration date of the policy. Grantor shall, upon
request of Lender, have an independent appraiser satisfactory to Lender detsrmine the cash value repiacement cost
of the Property. - .

LENDER'S EXPENDITURES f any action or proceeding is commenced that would materially affect Lender's interest in
the Property or if Grantor fails to-comply with any provision of this Deed of Trust or any Related Documents, including
but not limited to Grantor’s failure-to discharge or pay when due any amounts Grantor is required to discharge or pay
under this Deed of Trust or'any Relatéd Dacuments, Lender on Grantor's behalf may (but shall not be obligated to} take
any action that Lender deemg appropriate, \including but not limited to discharging or paying all taxes, liens, security
interests, encumbrances and other claims, at any time levied or placed on the Property and paying all costs for insuring,
maintaining and preserving the, Property. All-such expenditures incurred or paid by Lender for such purposes will then
bear interest at the rate charged ungder the’ Note from the date incurred or paid by Lender to the date of repayment by
Grantor. All such expenses will becomie a part of the Indebtedness and, at Lender's option, will {A}) be payable on
demand; (B) be added to the balance of the Noté-and be apportioned among and be payable with any instaliment
payments to become due during eithetr |4~ the. terin of any applicable insurance policy; or (2) the remaining term of
the Note; or (C) be treated as a balloon payment' which will be due and payable at the Note's maturity. The Deed of
Trust also will secure payment of these am0unts Such_right shall he in addition to all other rights and remedies to
which Lender may be entitled upon Default. :

WARRANTY; DEFENSE OF TITLE. The followmg prcj\nsrons relating to ownership of the Property are a part of this Deed
of Trust:

Title. Grantor warrants that: (a) Grantor hold_sgood and marketable title of record to the Property in fee simple,
free and clear of all liens and encumbrances other than those st forth in the Real Property description or in any
title insurance policy, title report, or final title opinion issued in.favor of, and accepted by, Lender in connection
with this Deed of Trust, and (b) Grantor has the full right; power, and authontyr to execute and deliver this Deed of
Trust to Lender.

Defense of Title. Subject to the exceptian in the para'graph :_-_zbove, Grantor warrants and will forever defend the
title to the Property against the lawful claims of all persohs, _In the event any action or proceeding is commenced
that questions Grantor's title or the interest of Trustee or Lender underthis Deed of Trust, Grantor shall defend the
action at Grantor's expense. Grantor may be the nominal party in such pro¢eading, but Lender shall be entitled to
participate in the proceeding and to be represented in the proceedlng by icounsel of Lender's own cheice, and
Grantor will deliver, or cause to be delivered, to Lender such lnstruments as Lender may request from time te time
to permit such participation. .

Compliance With Laws. Grantor warrants that the Property and Grantor s use of the Property compligs with all
existing applicable !aws, ordinances, and regulations of governmental authorrtles

Survival of Representations and Warranties. All representaticns, warranttes, and agreements made by Grantor in
this Deed of Trust shall survive the execution and delivery of this Deed of Trust shall ba eontinuing in nature, and
shall remain in full force and effect until such time as Borrower's Indebtedness shal| be paid in full.

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

Proceedings. if any proceeding in condemnation is filed, Grantor shall promptly notify Lénder in writing, and
Grantor shall pramptly take such steps as may be necessary to defend the action and.obtain the-award. Grantor
may be the nominal party in such proceeding, but Lender shall be entitled to participate in the proceeding and to be
represented in the proceeding by counsel of its own choice all at Grantar's expense, and--Grantor will deliver or
cause to be delivered to Lender such instruments and documentation as may be requested bv Lender from time to
time to permit such participation.

Anpplication of Net Proceeds, If all or any part of the Property is condemned by eminent domain proceedmgs or by
any praceeding 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’

proceeds of the award shall mean the award after payment of all reasonable costs, expenses, and artorneys fees

incurred by Trustee or Lender in connection with the condemnation.
IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES. The following prowsmns relatlng
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. 0 governmental taxes, fees and charges are a part of this Deed of Trust:

* Gurrent Taxes, Fees and Charges. Upon request by Lender, Grantor shall execute such documents in addition 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 reimburse Lender for all taxes, as described below, together with all expenses
incurred”in recordmg, perfecting or continuing this Deed of Trust, including without limitation all taxes, fees,
documentary stamps, and other charges for recording or registering this Beed of Trust.

Taxes. -The follnwmg 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 Barrower 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 specrflc tax. on all or any portion of the Indebtedness or on payments of principal and interest
made by Borrower.

Subsequent Taxes. If any 'tax ta.which this section applies is enacted subsequent to the date of this Deed of
Trust, this event shiall. 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 uniess Grantor either (1} pays the tax before it
becomes delinguent, or {2f 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 satistactory to Lender.

SECURITY AGREEMENT; FINANGING: STAfEMENTS. The following provisions relating to this Deed of Trust as a
security agreement are a part of this Deed.of Trust:

Security Agreement. This mstrurhént shallu"r}.onstitute a Security Agreement to the extent any of the Property
constitutes fixtures, and Lender shali have all of the rights of a secured party under the Uniform Commercial Code
as amended from time to time. -

Security Interest. Upon request by Lendér,_"Grarpt_gr' shall take whatever action is requested by Lender to perfect
and continue Lender’s security interest in the Rénts 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 financing statement. Grantor shall
reimburse Lender for all expenses incurred in petfecting or continuing this security interest. Upon default, Grantor
shall not remove, sever or detach the Personal ‘Property from the Property. Upon default, Grantor shall assemble
any Personal Property not affixed to the Property in a manner 'and at a place reasonably convenient to Grantor and
Lender and make it available to Lender within three (3). days after recelpt of written demand from Lender to the
extent permitted by applicable law.

Addresses. The mailing addresses of Grantor (debtor) and. Lender {secured party) from which information
concerning the security interest granted by this Deed of Tryst may.bé obtained (each as required by the Unifarm
Commercial Code) are as stated on the first page of this Deed of Trust.”

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following _§br-6visians :.=re|=ating 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 designee, and when requested by
Lender, cause to be filed, recorded, refiled, or rerecorded, as the case may.be, at such times and in such offices
and places as Lender may deem appropriate, any and all such mortgages, 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,
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 as first and priar
liens on the Property, whether now owned or hereafter acquired by Grantor. Unless proh|b|ted by law or Lender
agrees to the contrary in writing, Grantor shall reimburse Lender for all costs and expenses |ncurred in connection
with the matters referred to in this paragraph. R

Attorney-in-Fact. If Grantor fails to do any of the things referred to in the preceding paragrapﬁ; Lende_r.may do so
for and in the name of Grantor and at Grantor's expense. For such purposes, Grantor heréby irrevocably appoints
Lender as Grantor's attorney-in-fact for the purpose of making, executing, delivering, filing, récording‘, 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. If Borrower and Grantor pay all the Indebtedness when due, and Grantor otherWIse performs ail y
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 reconveyance fee shall be paid.
by Grantor, if permitted by applicable law. The grantee in any reconveyance may be described as the "person.or’
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'-_..perspn's legally ‘entitled thereto", and the 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 following, at Lender's option, shall constitute an Event of Default under this Deed
of Trust:.

Fayment Default Borrower fails to make any payment when due under the Indebtedness.

Other, Defaults Borrower or Grantor fails to comply with or to perform any other term, obligation, covenant or
condition contamed in-this Deed of Trust or in any 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 Grantar.

Compliance Detault, - Faii'ur_e- to comply with any other term, obligation, covenant or condition contained in this
Deed of Trust, the Note;or in any of the Related Documents.

Default on Other Paym.ents' Failure of Grantor within the time required by this Deed of Trust to make any payment
for taxes or |nsurance or any other. payment necessary to prevent filing of or to effect discharge of any lien.

Default in Favor of Thlrd Partiés.” 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 creditor 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 respectlve obhgatlons under this Deed of Trust or any of the Related Documents.

False Statements. Any warranty. representatron or statement made or furnished to Lender by Borrower or Grantor
or on Borrower's or Grantor's behalf under this-Deed of Trust or the Related Decuments is false or misleading in
any material respect, either now or at the tlme made or furnished or becomes false or misleading at any time
thereafter. S

Defective Collateralization. This Deed of:=TruSt or any of the Related Documents ceases to be in full force and
effect {including failure of any coliateral decument to create a valid and perfected security interest or lien} at any
time and for any reason. . S

Death or Insolvency. The death of any-__Borrower or Grantor, the insolvency of Borrower or Grantor, the
appeointment of a receiver for any part of Borrower's or Grantor's property, any assignment for the benefit of
creditors, any type of creditor workout, or the: commencement of any proceeding under any bankruptcy or
insolvency laws by or against Borrower or Grantor, -

Creditor or Forfeiture Proceedings. Commencement of .f-oreclosrj're ‘or forfeiture proceedings, 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: Indebtetingss. This includes a garnishment of any of
Borrower's or Grantor's accounts, including deposit accourits; with Lendar. 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 Lender written notice of
the creditor or forfeiture proceeding and deposits with Lender monies or a surety bond for the creditor or forfeiture
proceeding, in an amount determined by Lender, in its sole drscretron as bemg an adequate reserve or bond for the
dispute. P

Breach of Other Agreement. Any breach by Borrower or Grantor under'the terms' ¢f.any other agreement between
Borrower or Grantor and Lender that is not remedied within any grace periad provided therein, including without

limitation any agreement concerning any indebtedness or other obllgatlon of Boriower or Grantor to Lender,
whether existing now or later. .

Events Affecting Guarantor. Any of the preceding events occurs with respec‘t to"any'guarantor, endorser, surety,
or accommoaodation party of any of the Indebtedness or any guarantor, endorser, surety, or accommodation party
dies or becomes incompetent, or revokes or disputes the validity of, or Ilabrllt\; under anv Guarantv of the
Indebtedness.

Adverse Change. A material adverse change occcurs in Borrower's or Grantors frnancml DUI"IdItIOn or Lender
helieves the prospect of payment or performance of the Indebtedness is impaired. .

Insecurity. Lender in good faith believes itself insecure.

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

Election of Remedies. Election by Lender to pursue any remedy shail not exclude pursuit of any other remedy, and .
an election to make expenditures or to take action to perform an obligation of Grantor under this’ Deéd of Trust
after Grantor's failure to perform, shall nat affect Lender's right to declare a default and exercise its remedres

Accelerate Indebtedness. Lender shall have the right at its option to declare the entire Indebtedness |rnmed|ately. ;
due and payable, including any prepayment penalty which Borrower would be required to pay. !
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i __Foreclosure With respect to all or any part of the Real Property, the Trustee shall have the right to exercise its
. power of:sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by judicial
. foreclosurg, in either case in accordance with and to the full extent provided by applicable law.

.'.UCG Remedles . With respect to all or any part of the Personal Property, Lender shall have all the rights and
remedies of d seoured party under the Uniform Commercial Code.

Collect Rents Lender shall have the right, without notice to Borrower or Grantor to 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 Indebtedness. In furtherance of this right, Lender may require any
tenant or other user of the Property to make payments of rent or use fees directly to Lender. If the Rents are
collected by .tender; 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
obligations 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 person, by agent, or through a receiver.

Appoint Receiver. Leénder’shall have the right to have a receiver appointed to take possessian 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 sate, and to collect the Rents from the Property 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 & réceiver 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. o

Tenancy at Sufferance. |f Grantor...r.emains_. in ;possession of the Property after the Property is sold as provided
above or Lender otherwise becomes entitled fo possession of the Property upon default of Borrower or Grantor,
Grantor shall become a tenant at sufferance of Lenhder or the purchaser of the Property and shall, at Lender’s
option, either (1) pay a reascnable rental for. the use of the Property, or {2) wvacate the Property immediately
upon the demand of Lender.

Other Remedies. Trustee or Lender shall have any other right or remedy provided in this Deed of Trust or the Note
or available at law or in equity.

Notice of Sale. Lender shall give Grantor reasonab1e notice of” the time and place of any public sale of the Personal
Property or of the time after which any private sale or other mtended disposition of the Personal Property is to be
made. Reasonable notice shall mean notice given at 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 applicabie_la'w,- Borrdweér-and Grantor hereby waives any and all
rights to have the Property marshalled. In exercising its rights and remédies, the Trustee or 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 or act'i'on 10 e'nfor"ce_ any of the terms of this Deed of
Trust, Lender shall be entitled to recover such sum as the court may-adjucdge 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 govered by this paragraph include,
without limitation, however subject to any limits under applicable law, Lender'sattorreys' 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, ahd any anticipated post-judgment
collection services, the cost of searching records, obtaining title reports {including. foreclosure’ reports), surveyaors'
reports, and appraisal fees, title insurance, and fees for the Trustee, to the exterit permltted bv applicable law.
Grantor also will pay any court costs, in addition to all other sums provided by law.

Rights of Trustee. Trustee shall have all of the rights and duties of Lender as set forth in th}s sectlon

POWERS AND OBLIGATIONS OF TRUSTEE. The following provisions relating to the powers and: obllgatlons 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 law, Trustee shali'-have tha poWer to
take the following actions with respect to the Property upon the written request of Lender and Gramtor;” al:jointin:
preparing and filing a map or plat of the Real Property, including the dedication of streets or other rights-to, the |
public; {b) join in granting any easement or creating any restriction on the Real Property; and (c) jein in any-”

subordination or other agreement affecting this Deed of Trust or the interest of Lender under this Deed of Trust..”

Obligations to Naotify. Trustee shall not be obligated to notify any other party of a pending sale under 'any oth'é_r'
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i __trug_t..-de.ed--.pr lien, or of any action or proceeding in which Grantor, Lender, or Trustee shall be a party, unless
. required by applicable law, or unless the action or proceeding is brought by Trustee.

. Trustee. -Trustee shall meet all qualifications required for Trustee under applicable law. In addition to the rights
~and remedles sét_forth above, with respect to all or any part of the Property, the Trustee shall have the right to
foreclosé by notice, and sale, and Lender shall have the right to fareclose by judicial foreclosure, in either case in
accordande with and to the full extent provided by applicable law.

Successdr 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 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: NUmbér where this Deed of Trust is recorded, and the name and address of the successor trustee,
and the instrument shall he ‘exscuted and acknowledged by Lender or its successors in interest. The successor
trustee, without conveyance of the Property, shail succeed to all the title, power, and duties conferred upon the
Trustee in this Deed of Trust afid by applicable law. This procedure for substitution of Trustee shall govern to the
exclusion of all other prowsrons for substltutlon

NOTICES. Subject to appllcable law, and except for notice required or allowed by law ta be given in another manner,

any notice required 1o be glven under this Deed of Trust, including without limitation any notice of default and any
notice of sale shall be given ‘in Wwriting, and shall be effective when actually delivered, when actually received by
telefacsimile {unless otherwise required. by lawl, 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, directed to
the addresses shown near the beginnirig of this Deed of Trust. All copies of notices of foreclosure from the holder of
any lien which has priority over this Desd of Trus{ shall be sent to Lender's address, as shown near the beginning of
this Deed of Trust. Any party may chanle its. address for notices under this Deed of Trust by giving formal written
notice to the other parties, specifying that the purpose: of the notice is to change the party's address. For notice
purposes, Grantor agrees to keep Lender informed at all times of Grantor's current address. Subject to applicable law,
and except for notice required or aliowed 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 o be notice given to all Grantors.

FURTHER ASSURANCES. The parties hereto agree ‘to do all 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, inéiructions and/or other documents pertaining to any
collateral intended to secure the Indebtedness. The undersigned agreé. to assist in the cure of any defects in the
execution, delivery or substance of the Note and related agreements, and in the creation and perfection of any liens,
security interests or other collateral rights securing the Note:

CONSENT TO SELL LOAN. The parties hereto agree: {a} Lender_ may-sell-6r transfer all or part of this loan to one or
more purchasers, whether related or unrelated to Lender; (b) Lender may provide to any purchaser, of 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 resgect ta 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 & !oar\ may enforce s mterests irrespective 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 which shall
be etfective 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 be
admissible as evidence of the document and the signer's execution.

ARBITRATION AGREEMENT. Arbitration - Binding Arbitration. Lender and each party to thls agreement hereby agree,
upen demand by any party, to submit any Dispute 1o binding arbitration in accordance with the terms of this Arbitration
Prograrm. A "Dispute” shall include any dlspute claim or controversy of any kind, whetherin contract or in tort, legal or
equitable, now existing or hereafter arising, relating in any way to any aspect of this-agreement;’ of any related
agreement incorporating this Arbitration Program (the "Documents™), or any renewal. extension, modification or
refinancing of any indebtedness or obligation relating thereto, including without limitation, théir- negotlatlon “execution,
collateralization, administration, repayment, modification, extension, substitution, formation, inducement, ehfaréement,
default or termination. DISPUTES SUBMITTED TQ ARBITRATION ARE NOT RESOLVED IN COURT BY A_JUD_GE_.OH
JURY.

A. Governing Rules. Any arbitration proceeding will {i} be governed by the Federal Arbitration Act (Tltle 9-of the Umted .
States Code}, notwithstanding any conflicting choice of law provision in any of the documents between ‘tha) partles arid

(i) be conducted by the American Arbitration Association ("AAA"), or such other administrator as the. parties.shall -~

mutually agree upon, in accordance with the AAA's commercial 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: ca_se the’ .
arbitration shall be conducted in accordance with the AAA’s optional procedures for large, complex comimerciab 3

I
TR

Skagit County Auditor
1/29/2009 Page 8@ of 1712:32PM




o DEED OF TRUST
Loan No: 5197136367 (Continued) Page 10

-.dlsputes (the ‘¢ommercial dispute resolution procedures or the optnonal procedures for large, complex commercial
'dlsputes 1o be referred to herein, as applicable, as the "Rules”). |f there is 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 mutually agrecable 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 Note. Any party who fails or refuses to
submit G arbitration’ followmg 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 compelled by
summary proceedings in Court. The 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, t0 submit the
controversy or claim ta arbitration if any other party contests such action for judicial refief. 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 .cf thé.protections afforded to it under 12 U.S.C. Section 91 or any similar applicable state law.

B. 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; (il exercise self-help remedies relating to
collateral or proceeds of tollateral such.as-setoff or repossession: or (i) obtain provisional or anciliary remedies such as
replevin, injunctive relief, attachment or the appointment of a receiver, before during or after the pendency of any
arbitraticn proceeding. This exciusion does not constitute @ waiver of the right or obligation of any party ta submit any
Dispute to arbitration or reference hereunder, Includlng those arising from the exercise of the actions detailed in
sections (i), (i} and (iii) of this plragraph

C. Adbitrator Qualitications and Po’w_ers. 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, and who shall not render
an award of greater than $5,000,000.00. Any DispUte in which the amount in controversy exceeds $5,000,000.00
shall be decided by majority vote of a“panelof three arbitrators; provided however, that all three arbitrators must
actively participate in all hearings and deliberations. Every‘arbitrator must be a neutral practicing attorney 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” arbltrator will determine whether or not an issue is arbitratable and
will give effect 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
mctions to dismiss for failure to state a claim or motions for summary adjudication. The arbitrator shall resolve 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 hereef and such ancillary’ re_hef_ as is necessary to make effective any award.
The arbitrator shall also have the power to award recovery of all‘costs and fees, to impose sanctions and to take such
ather action as the arbitrator deems necessary to the same extent a judge could pursuant to the Federal Rules of Civil
Procedura, the applicable state rules of civil procedure, or other applicable law. Judgment upon the award rendered by
the arbitrator may be entered in any court having jurisdiction. “The institutién "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.

D. Discovery. In any arbitration proceeding discovery will be perrmtted in ac.cordance with the Rules. Al discovery
shall be expressly limited to matters directly relevant to the Dispute being- aibitrated and must be completed no later
than 20 days before the hearing date. Any requests for an extension-of the dlscovery 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 alternative means for obtammg |nformat|on is available.

E. Class Proceedings and Consolidations. No party shall be entitled to join or cons_o!l_date dispuites by or against others
who are not parties to this agreement or related Documents in any arbitration, or te include’ in any arbitration any
dispute as a representative or member of a class, or to act in any arbitration in the interest of the general public or in a
private attorney general capacity. :

F. Miscellaneous. To the maximum extent practicable, the AAA, the arbitrators and: the partles shall take all action
required to conclude any arbitration proceeding within 180 days of the fiting of the Dispute with-the AAA. .No arbitrator
or other party to an arbitration proceading 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 crregulatien. |f more than
one agreement for arbitration by or between the parties potentially applies to a Dispute, the arbitratian prqvisi'qn most
directly related to the Documents between the parties or the subject matter of the Dispute shall control.-This atbitration
provision shall survive the repayment of the Note and the termination, amendment or explratlon of any of the
documents or any relationship between the parties.

G. State-Specific Provisions.
If California law_governs the Dispute, the following provisions are included:

Real Property Collaterai; Judicial Reference. Notwithstanding anything herein to the contrary, no Dlspute shall be_;
submitted to arbitration if the Dispute concerns indebtedness secured directly or indirectly, in whole or in part_=:_bv__any"
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. real property-uriless (i} the holder of the mortgage, lien or security interest specifically elects in writing to proceed with
the. arbitration,:or {ii) all parties to the arbitration waive any rights or benefits that might accrue to them by virtue of the
single action rile statute of California, thereby agreeing that all indebtedness and obligations of the parties, and all
mortgages, liens and security interests securing such indebtedness and abligations, shall remain fully valid and
enforceable W anysuch Dispute is not submitted to arbitration, the Dispute shall be referred to a referee in accordance
with California- Codé of Civil Procedure Section 638 et seq., and this general reference agreement is intended to be
specifically. énforceable-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 entéred in the court in which such proceeding was commenced in accordance with California Code of
Civil Procedure Sections 644 and 645.

Small Claims Court.. - Any party may require that a Dispute be resolved in Small Claims Court if the Dispute and
related claims are fully withiri that court's jurisdiction.

If ldaho law governs the Dlsgute the following provision is included:

Real Property Collateral. Notwnhstandmg anything 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 (ii) all parties to the arbitration waive any rights or benefits that might accrue to them by virtue of the
gingle action rule statute of “ldaho,. thereby agreeing that all indebtedness and obligations of the parties, and all
mortgages, liens and security mterests gecuring such indebtedness and obligations, shall remain fufly valid and
enforceable. .

If Montana law governs the Dispute the followmg provision is included:

Real Property Collateral. Notwﬂhstandlng anything herein to the contrary, no Dispute shall be submitted to
arbitration if the Dispute concerns indebtedness. secured dnrectly 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 {jii) all parties to the arbitration’ waive ahy_rights or benefits that might accrue te them by virtue of the
single action rule siatute of Montana, thereby agreging that ali indebtedness and obligations of the parties, and all
mortgages, liens and security interests securlng such indebtedness and obligations, shall remain fully valid and
enforceable.

If Nevada law governs the Dispute, the followmg provision is included:

Real Property Collateral. Notwithstanding anything herein to.-the contrary, no Dispute shall be submitted to
arbitration if the Dispute concerns indebtedness secured directly. or |ndsrectly, in whole or in part, by any real property
unless (i} the holder of the martgage, lien or security interest specifically elects in writing to proceed with the
arbitration, or (i} all parties to the arbitration waive any rights or benefits that might accrue to them by virtue of the
single action rule statute of Nevada, thereby agreeing that-ail indebtedness. and obligations of the parties, and all
mortgages, liens and security interests securing such |ndebtedness and obllgatlons shall remain fully valid and
enforceable.

If South Dakota iaw governs the Dispute, the following provision': s included:’ _

Real Property Collateral. Notwithstanding anything herein to the contrary; na Dispute shali be submitted to
arbitration if the Dispute concerns indebtedness secured directly or indirectly, in whiolé or in part, by any real property
unless (i) the holder of the mortgage, lien or security interest specifically .élects i writing to proceed with the
arbitration, or (i} all parties to the arbitration waive any rights or benefits that might accrue to them by virtue of the
single action rule statute of South Dakota, thereby agreeing that all indebtedness and obligations of the parties, and all
mortgages, liens and security interests securing such indebtedness and obligations, shall ‘remain fully valid and
enforceable. " v ‘

it Utah law governs the Dispute. the following provision is included:

Real Property Collateral; Judicial Reference. Notwithstanding anything herein to the contrarv, ne Dlspute shall be
submitted to arbitration if the Dispute concerns indebtedness secured directly or indirégtly, in-whole orin part, by any
real property unless (i} the holder of the mortgage, lien or security interest specifically elects in“writifng to proceed with
the arbitration, or {ii) all parties to the arbitration waive any rights or benefits that might accrue to therh by virtue of the
single action rule statute of Utah, thereby agreeing that all indebtedness and obligations of the -parties, and all
mortgages, liens and security interests securing such indebtedness and obligations, shall”remain- fully.-valid and
enforeeable. 'f any such Dispute is not submitted to arbitration, the Dispute shall be referred to a master in accordance
with Utah Rule of Civil Procedure 53, and this general reference agreement is intended to be specifically enforceable. A
master with the qualifications required herein for arbitrators shall be 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 proceedmg_

was commenced in accordance with Utah Rule of Civil Procedure 53{e). '

DEFINITION OF INDEBTEDNESS. The definition of "Indebtedness™ herein includes, without limitation, all' Iiabil'i%\Jr of g
Borrower or other party having it's 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 gl gther’
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'-_..obhgatians ariging under any swap, derivative, foreign exchange or hedge transaction or arrangement {or other similar
transattion or arrangement howsoever described or defined) at any time entered into with Lender in connection with the
Note.

LEASES AND RENTS Grantor/Trustor/Mortgagor's present assignment to Lender hereunder of all present and future
lsases-inchudes, ail leases licenses, rental sgreements and other agreements of any kind relating to the use or
occupancy of any’of the:Property, together with all guarantees of and security for any tenant's performance, and all
extensions; renewals and modifications thereto las used in this paragraph, each, a "lLease” and collectively, the
"Leases"}, together with any-and all Rents from the Property. This assignment shall not impose upon Lender any duty
1o produce Rents, nor.-dause Lender to be a "mortgagee in possession,” or responsible for performing any of the
obligations of the lessor‘under any Lease. Lender confers upon Grantor/Trustor/Mortgagor a license to collect and
retain the Rents as they.come die, until the occurrence of any Event of Default, at which time the license shall be
automatically revoked, and.Liender, or its designated agent may, at its option and without notice, make, cancel, enforce
or modify any Lease or Rents,-¢ollect Rents and do any acts which Lender deems proper to protect the security hereof
or exercise any other right-or remedy-hereunder. Grantor/Trustor/Mortgagor represents and warrants that there exists
na material default under present Leases "and that those Leases are in full force and effect. Lender, at its option and
without notice, may notify any tenant of thas assignment of the Leases and Rents. Grantor/Trustor/Mortgagor agrees,
at its expense, {i} to comply with and enfarge all the terms and conditions under each Lease, and defend in any action in
connection with any Lease; (iit not to modify any Lease in any material respect, nor aceept surrender under or terminate

the term of any Lease, nor waivé or selease any tenant under any Lease; (i) not to anticipate the Rents under any
Lease; and (iv) to give prompt naticé to Lender of any default by any tenant under any Lease, and of any notice of
default on the part of Grantor/Trustor/Mortgagor under any Lease received from a tenant. Should

Grantor/Trustor/Mortgagor fail to do any act reqmred to be done by Grantor/Trustor/Mertgagor hereunder, then Lender,
at its option and without notice, may make.of do the same in such manner and to such extent as Lender deems
necessary to protect the security hereof.” Grantor/Trustor.’Mongagor agrees to pay to Lender immediately upon demand
all sums expended under the authority hereof, mcludmg reasonable attorneys' fees, together with interest thereon at the
highest rate per annum payable under any Indebtedness ‘and the same, at Lender's option, may be added to the
Indebtedness and secured hereby, .

MISCELLANEOUS PROVISIONS. The following n‘nsce'llaneous provisions are a part of this Deed of Trust:

Amendments. This Deed of Trust, together wnh 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 uniess given in wrltmg and S|gned bv 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 Grantor's residence, Grantor shall furnish to
Lender, upon request, a certified statement of net operatirig income recejved from the Property during Grantor's
previous fiscal year in such form and detall as Lender shall reglire’ "Net eperating income™ shall mean all cash
receipts from the Property less all cash expenditures made in conn'ection with the operation of the Property.

Caption Headings. Caption headings in this Deed of Trust are® for convemence purposes only and are not to be
used to interpret or define the provisions of this Deed of Trust.

Merger. There shall be no merger of the interest or estate created bv thi‘s"Deéd' Of ~l;rust with any other interest or
estate in the Property at any time held by or for the benefit of Lender in an‘,.r capacaty, WIth0ut the written consent
of Lender.

Governing Law. This Deed of Trust will be governed by federal law appllcable to Lender and, o the extent not
preempted by tederal law, the laws of the State of Washington without régard to its- confllcts of law provisions.
This Deed of Trust has been accepted by Lender in the State of Washington. T

Joint and Several Liability. All obligations of Borrower and Grantor under this Deed of Trust shall be joint and
several, and all references to Granter shall mean each and every Grantor, and all references to Borrewer shall mean
each and every Barrower. This means that each Grantor signing below is responslble for all obllgatlons in this
Deed of Trust. .

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 omission on the part of Lender in exércising 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 sight otherwise to demend strict c:omp'nanne with that
provision or any other provision of this Deed of Trust. No prior waiver by Lender, nor any:course of: dealmg
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 reguired under this Deed of Trust, ‘the granting .
of such consent by Lender in any instance shall not constitute continuing consent to subsequent instarices wherg”
such consent is required and in all cases such consent may be granted or withheld in the sole discretion.of Lender. .

Severability. If a court of competent jurisdiction finds any provision of this Deed of Trust to be illegal, invalid; 'c')_r-
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_unenforceable as to any person or circumstance, that finding shall not make the offending provision illegal, invalid,
7 or unenforceable as to any other person or circumstance. If feasible, the offending provision shall be considered
. modified $o that it becomes legal, valid and enforceable. If the offending provision cannot be so modified, it shal
" be considered deleted from this Deed of Trust. Unless otherwise required by law, the illegality, invalidity, or

"unenforceablhty of any provision of this Deed of Trust shall not affect the legality, validity or enforceability of any

other prowsmn of thns Deed of Trust.

Succe__ssors and_Asslgns. Subject to any limitations stated in this Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shall-be binding upon and inure to the benefit of the parties, their successors and assigns. |If
ownership of the Property becomes vested in a person other than Grantor, Lender, without notice to Grantar, may
deal with Grantor's slccéssors with reference to this Deed of Trust and the Indebtedness by way of forbearance or
extension without rel_easing-Grantor from the obligations of this Deed of Trust or liability under the indebtedness.

Time is of the Essence. ”Ti_r'ne'_is"of the essence in the performance of this Deed of Trust.

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

DEFINITIONS. The following capltanzed words and terms shall have the following meanings when used in this Deed of
Trust. Unless specifically stated to the contrary, all references to deflar amounts shall mean amounts in lawful money
of the United States of America. Words and terms used in the singular shall include the plural, -and the plural shal)
include the singular, as the cantext may reguire. Words and terms not otherwise defined in this Deed of Trust shall
have the meanings attributed to such terms in the Uniform Commercial Code:

Beneficiary. The word "Benef'iciéfy"__.meaﬁ:é._:W_ells Fargo Bank, National Association, and its successors and
assigns. S

Borrower. The word "Borrower™ means Flobert J Klem and includes all co-signers and co-makers signing the Note
and all their successors and assigns. :

Deed of Trust. The words "Deed of TrUS{" rﬁéan‘ this Deed of Trust among Grantor, Lender, and Trustee, and
includes without limitation all assignment and ‘security interest provisions relating to the Personal Property and
Rents.

Default. The word "Default™ means the Defauli-sé.t forth in this Deed of Trust in the section titled "Default™.

Environmental Laws. The words "Environmental Laws? mean any and all state, federal and local statutes,
regulations and ordinances relating to the protection.-of .human: heaith or the environment, including without
limitation the Comprehensive Environmental Response; Compensation, and Liability Act of 1980, as amended, 42
U.S.C. Section 9601, et seqg. {"CERCLA"), the Superfund Amendmeints and Reauthorization Act of 19886, Pub. L.
No. 99-499 {"SARA"}, the Hazardous Materials Transportation Act, 49°0.S.C. Section 1801, et seq., the Resource
Conservation and Recovery Act, 42 U.S.C. Section 6301, et seq or ather apphcable state or federal laws, rules,
or regulations adopted pursuant thereto,

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

Grantor. The word "Grantor” means Robert J. Klem and M. Dianne Kléfn

Guaranty. The word "Guaranty™ means the guaranty from guarantor, endorser surety. ‘or accommodation party to
Lender, including without limitation a guaranty of all or part of the Note. °

Hazardous Substances. The words "Hazardous Substances" mean matérials ‘that,-becduse of their quantity,
concentration or physical, chemical or infectious characteristics, may cause or posé a.present or potential hazard
to human heaith 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, materisls or Wwaste as defined by or listed
under the Environmental Laws. The term "Hazardous Substances” also includes, without limitatior, patroleum and
petroleum by-products or any fraction thereof and asbestos. o

Improvements. The word "Improvements” means alt existing and future |mpfovements",' bmldmgs; structures,
maobile homes affixed on the Real Property, facilities, additions, replacements and other constructlon on- the Real
Property. :

Indebtedness. The word "Indebtedness™ means all principal, interest, and ather amounts, cosfs 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 Docurnents 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. ..~

Lender. The word "Lender™ means Wells Fargo Bank, National Association, its successors and assigns.

mmmmmm\mm\mm\w

tor
Skaglt County Audi
4/20/2008 Page 43 of 1712 32PN|_




DEED OF TRUST

‘Loan No: 5197136367 (Continued) Page 14

i __Nbfe Theword "Note™ means the Note or credit agreement dated December 26, 2008, in the principal amount of
7 $1,700,000,00 from Borrower to Lender, together with all renewals of, extensions of, modifications of,
: refrnancmgs ‘of, consolidations of and substitutions for the Note or credit agreement.

'._Persorral Property The waords "Personal Property” 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 ‘accesstons, parts, and additions to, all replacements of, and all substitutions for, any of such
property;. and together with all issues and profits thereon and proceeds {including without limitation all insurance
proceeds and refunds of- premlums} from any sale or other disposition of the Property.

Property. The ward "Property means coflectively the Real Property and the Personal Property.

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

Related Documents. The_.-Words "Related Documents™ mean all promissory notes, credit agreements, loan
agreements, envirotwtiental agréainants, guaranties, security agreements, mortgages, deeds of trust, security
deeds, collateral mortdages, .and all “other instruments, agreements and documents, whether now or hereafter
existing, executed in conhegtion with the Indebtedness.

Rents. The word "Rents" means all: ‘present and future rents, revenues, income, issues, royalties, profits, and
other benefits derived from the Propertv

Trustee. The word "Trustee” mearis Wells Fargo Financial National Bank, whose mailing address is ¢/o BBG- Boise
Loan Operations Center, PO Box 8203, Boise; ID 83707-2202 and any substitute or successor trustees.

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

GRANTOR:

X

Robert J. Klem

X

e N

M. Dianne Klem C

INDIVIDUAL ACKNOWLEDGMENT

STATE OF )

1588
COUNTY OF )

On this day before me, the undersigned Notary Public, personally appeared Robert J. Klemi, personalty 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 as his or her free and- voluntary act. and deed for the
uses and purposes therein menfioned. )

Given under my hand and official seal this day of '_ L . 20

By

Residing at

Notary Public in and for the State of My commission expires

LT
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CALIFORNIA ALL-PURPOSE
CERTIFICATE OF ACKNOWLEDGMENT

State of Cahfol’ma

Count}; of". H )\,-'Cf}s"_i de ‘

011 3);"'1{/'9&'0'\ )\S’ic}\w? . before me, //-\gf'LkO ' I}L‘IF <y Hine [ »
' 5 ) ) ; w2y (Here insert nzme and titie of the officer)
personally appeared Kibert T Klem ’

who proved to me on the basis of satisfactory evidence to be the person(s)whose namefsy is/are-subscribed to
the within instrument and acknowledged to me that he/she/they €xecuted the same in mS@erftheﬁ' authorized
capacity(jes], and that by his/hef/fheir mgnaturc—;(s'r on the instrument the person{s);or the entity upon behalf of
which the person{s)acted, executed the mstrument

is true and correct.

{' . BRYAN MARTINEZ

WITNESS my hand and official seal. COMM. # 1771969 3

-’f/&’&. o F " . v ORANGE COUNTY
Signatus€ of meﬁ: \ i (was )_ L:.;M o Fxpires Oct. 5, 231}}
‘ﬁ# R — o |
ADDITIONAL OPTIONAL INFORMATION

i
1 certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing paragraph

INSTRUCTIOQNS FOR COMPLETING THIS FORM
Any acknowledlgment compieted in California must contain verbiage exacily as
DESCRIPTION OF THE ATTACHED DOCUMENT appears abave.in the notary section or a separate acknowledgment form must be
properly coripleted -and-attached to that document. The only exception is if @
document is to be-recorded owside of California. In such instances, any afternative
acknowledgment verbxage as may be printed on such a document so long as the
verbiage does not requiré the notary 1o do something that is illegal for a netary in
California (i.e. certifying the authorized capacity of the signer). Flease check the

(Title or description of attached document)

(Title or description of atached document continued) document carefidly for prop?r nc_otav.'ia_g -vtl.u.:rrdl'ng and attach this form if required. |
e State and County information‘must be the Stite and County where the document
Number of Pages _____ Document Date signer(s) m,guy appeated before the notary public for agmowledgment ‘
+ Date of notarization must be ﬂle_':date that the sigriér(s) personally appeared which
must also be the same date the acknowledgment is completed.
(Additional information) ¢ The notary public must print his or her name a3 it appears within his or her
commission followed by a comma and thcn your title (notary public).
# Print the name(s) of document signer(s). who personally appear at the time of
notarization,
CAPACITY CLAIMED BY THE SIGNER « Indicate the correct singutar or plural for:m by crossmg oﬁ‘ 1ncorrect forms (i.e.
O Individual (s) he/she/they is /are ) or circling the correct forms. Fajhire to oonectly indicate this
information may lead to rejection of document recording. .
|
|

O Corporate Officer s The notary seal impression must be clear and photographlcaﬂy reproducible.
Impression must not cover text or lines. If seal impression smudges, re-seal if 2

(Title) sufficient area permits, otherwise complete a different acimowlcdgmem form.
(1 Parter(s) + Signatute of the notary public must match the signature on- ﬁle w1th the office of

. the county clerk.
0 Attorney-in-Fact #  Additional information is rot required but could help’ to enstre this
01 Trustee(s) acknowledgment is not misused or attached to a different docninent. &

' Other % Indicate title or type of attached document, number of pages and date..-

ha claimed capacity js a
. mﬂlﬂllﬂlIW/WIMUMNWWIWWI)W |
Skagit county Auditor
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INDIVIDUAL ACKNOWLEDGMENT

STATEOF. " .~ . " ,
COUNTY GF ,

On this day before me, the undersigned Notary Public, personally appeared M. Dianne 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 acknowiedged that.be of she signed the Deed of Trust as his or her free and voluntary act and deed, for the
uses and purposes therein mentaoned

Given under my hand and offlclal seal thls day of . 20
By SN T Residing at
Notary Public in and for the State.'b'f' My commission expires

REQUEST FOR FULL RECONVEYANCE

To: . Trustee

The undersigned is the legal owner and holder of all indebtedness secured by this Deed of Trust. You are hereby
requested, upon payment of all sums owing to you, to reconvey wrthout ‘warranty, to the persons entitled thereto, the
right, title and interest now held by vou under the Deed of Trust :

Date: n S Beneficiary:
o : By:
Its:

LASER PRC Lending, Ver. 5.42.00.004 Copr. Harland Financial Solﬁ:t_ions, Inc.- 1997, 2008. All Rights Reserved. -
WA XnLPROD\CFNLPL\GO1.FC TR-82241 F_’Fl-2=_08--' .
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CERTIFICATE OF ACKNOWLEDGMENT

State _of =--(__3'él'i"t'_‘omi'_c_1

County Of /[2{ W Cvﬁ;rffﬂ,

On_Danuer, ;" gwd JW?’ before me, gﬂg\m Marhrz s
[ —% (Here insert name and title of the officer)
personally appeared _{ LI D f "& Ane K lem ,

who proved to me on the basm of sat1sfactory evidence to be the personfsy whose name(«s) is/are subscribed to
the within instrument and acknowledged to me that he/she/they executed the same in b&s?her/theff authorized
capacity(jes), and that by,h&s’fher/therr mgnature@s)’ on the instrument the person(sy; or the entity upon behalf of
which the person(s} acted, executed the mstrument

I certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing paragraph
is true and correct.

{ ; : BRYAN MARTINEZ }
R

WITNESS my hand and official seal. COMM. #1771969 =
4

1—\. o z
%&& oA S (Notary Sealy i
ADDITIONAL OPTIONAL INFORMATION
INSTRUCTIONS FOR COMPLETING THIS FORM

Any acknowledgment completed in Caljfornia must contain verbiage exactly as
DESCRIPTION OF THE ATTACHED DOCUMENT appears above. in the potary section or a separate acknowiedgment form must be
properly camp[ered and-aitached fo that document. The omly exception is if a
doctment is o be-recorded outside of Cali ifornia. In such instances. any alternative
acknowledgment verbigge 45 may be printed on such a document so long as the
verbiage does not require the notary lo do something that is illegal for a notary in
California (i.e. certifiing. the authorized capacity of the signer). Please check the
document carefully for proper notarial wording and attach this form if required.

’, ORANGE COUNTY
My Comm E \p!ms O{t 5, 201?

o i s ik

(Title or description of attached document)

(Title or description of attached document continued)}

+ State and County information must be the Stite and County where the document
signer(s) personally appeared before the netary public for acknowledgment.
« Date of notarization must be the date that the sigficr(s) personally appeared which
must also be the same date the acknowiedgment is completed.
(Additional information) + The notary public must print his or her name as it appears within his or her
commission followed by a comma and then your title {fictary public).
* Print the name(s) of document s:gm:r(s) who pe:sona]ly appea: at the time of
notarization.
CAPACITY CLAIMED BY THE SIGNER ¢ Indicate the correct singular or plural forms by cressmg off mcorrect forms (i.c.
T Individual (s) he/she/they- is /are ) or circling the correct forms. Failure to currect]y indicate this
information may lead to rejection of document recording, . .

Number of Pages Document Date

[J Corporate Officer + The notary seal impression must be clear and photogtaphlcally reproducible.
Impression must not cover teat or lines, If seal impression smudges, re-scal if a
(Title) sufficient area permits, otherwise complete a different aeknowledgment form,
[ Partner(s) + Signature of the notary public must match the signature on: ﬁle wuh the office of
. the county clerk.
LI Atorney-in-Fact %  Additional information is not required but cuuld help o ensurﬁ this
O Trustee(s) acknow' * -+ i~ =nt micused or attached to a different document. :
< Indica
O Other P l,mmm,m{
COrpol
» Securely attacl
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