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DEED OF TRUST

ORI

DATE: September 7 2012

Reference # (if apphcable) 143726 0 Additional on page
Grantor(s):
1. CLAUS BROTHERS LLC

Grantee(s)
1. Skagit State Bank ;
2. Land Title Company of Skaglt County, Trustee

Legal Description: Parcel A: Lot 4, Kulshan Rldge PUD
Parcel B: Lot 5, Kalstom's View Moor
Parcel C: Lot 3, Skagit Highlands Div IV* "
Parcel D: Lot 7, Park Cottages '

Additional on page

Assessor's Tax Parcel ID#: 4824-000-004- OOOO {P1 20884) 3934-000-005-0000 (P66240),
4902-000-003-0000 (P124915) and 4834-000- 007 OOOO (P121522)

THIS DEED OF TRUST is dated September 7, 2012, amoﬁgﬁ- CLAUS BROTHERS, LLC, a
Washington Limited Liability Company, whose address is 15193 DORIS ST, ANACORTES, WA
98221-8333 ("Grantor"}; Skagit State Bank, whose mailing .address is Main Office, 301 E.
Fairhaven Ave, P O Box 285, Burlington, WA 98233 (referred to below sometimes as "Lender”
and sometimes as "Beneficiary”); and Land Title Company bf:_-Skagii “County, whose mailing
address is P O Box 445, Burlington, WA 98233 (referred to below as "Trustee”).
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 CONVEYANGE AND GRANT. For valugble consideration, Grantor conveys to Trustes in trust with power of sale, right
. of ‘entry and.pdssession and for the benefit of Lender as Beneficlary, all of Grantor's right, title, and interest in and to
‘the following” described real property, together with all existing or subsequently eracted or affixed buildings,
improyements and fixtures; 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 ather rights, royalties, and profits relating to the real
property, incliding without limitation all minerals, oil, gas, geothermal and similar matters, {the "Real Property”)

located in Skagit County, State of Washington: :

See the éxhib"i't__o_r other description document which is attached to this Deed of Trust and
made a part of this Deed of Trust as if fully set forth herein.

The Real Property.-or its address is commonly known as 818 Park Cottage Place, Sedro
Woolley WA 98284 1310 N 14th Place, 18744 Best Road and 4605 Nooksack Loop, Mount
Vernon , WA: 98273. "The Real Property tax identification number is 4824-000-004-0000
(P120884), 3934-000-005-0000 (P66240), 4902-000-003-0000 (P124915) and
4834-000-007-0000 (P121522).

CROSS-COLLATERALIZATION:  In-addition to the Note, this Deed of Trust secures all obligations, debts and liabilities,
plus interest therean, of ‘Grantor to Lender, or any one or more of them, as well as all claims by Lender against Grantor
or any ane or more of thém, whether now existing or hereafter arising, whether related or unrelated to the purpose of
the Note, whether voluntary: or otherwise; whether due ar not due, direct or indirect, determined or undetermined,
absolute or contingent, liquidated or unjiguidated, whether Grantor may be liable individually or jointly with others,
whether obligated as guarantoy, ‘surety, accommodation party or atherwise, and whether recovery upon such amgunts
may be or hergafter may become barrad by-'an_y'statute of limitations, and whather the obligatian to repay such amounts
may be or hereafter may became oiherwise unenforceable.

REVOLVING LINE OF CREDIT. This Dedd of Trust'secures the Indebtedness including, without limitation, a revolving
line of cradit. with a variable rate of ifiterast; which obligates Lender to make advances to Grantor so long as Grantor
complies with all the terms of the Note and the'line of credit has not haen terminated, suspended or cancelled; the Note
allows negative amortization. Funds may be advanced by Lender, repaid, and subsequently readvanced. The unpaid
balance of the revolving line of credit may at certain times be lower than the amount shown or zero. A zero bhalance
does not terminate the line of credit or terminate.Lender's cbligation to advance funds to Grantor. Therefora, the lien of
this Deed of Trust will remain in full force and effect notwithstanding any zero balance.

Grantor hareby assigns as security to Lender; alf of Grantar's right, title, and interest in and to all leases, Rents, and
profits of the Property. This essignment is récorded 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 & license to collect the Rents and profits, -which license may be revoked at Lender's option and shall be
automatically revoked upon acceleration of all or part of the Indebtedness. In addition, Grantor grants to Lender a
Uniform Commercial Cade security interest in the Persanal Property and Rents,

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

PAYMENT AND PERFORMANCE. Except as otherwise provide__d\in:-'-ihis‘*Dééa'-pf Trust, Grantor shall pay to Lender all
amounts secured by this Deed of Trust as they becoms due, and shall.strietly.and in a timely manner parform all of
Grantor's obligations under the Note, this Deed of Trust, and the Related Docurnents.

POSSESSION AND MAINTENANCE OF THE PROPERTY. Grantar égrees thét Grantor's possession and use of the
Property shall be governed by the following provisions: ;

Possession and Use. Until the occurrence of an Event of Defsult, Grantor-may. (1) remain in possession and
control of the Property; {2} use, operate or manage the Property; and {3} .collect the Rents from the Property
(this privilege is a license from Lender to Grantor automatically 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 principally
for agricultural purposes. E

Duty to Maintain. Grantor shall maintain the Property in tenantable ciond‘itic(\ and promptly perfarm all repairs,
replacements, and maintenance necessary 10 praserve its value. I -

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance rior-ommit, 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, ar grant to any other party the right to remi::gv'e, any timbér, mirerals {including
ail and gas}, coal, clay, scoria, soil, gravel or rack products withaut Lender's prior, w-ritten_,cbnsar‘it'.:

Removal of improvements. Grantor shall not demolish or remove any Improvémefits ___f.rb'm"':the Real Property
without Lender's prior written consent. As a condition te the removal of any Improvemants,” Lender may require
Grantor to make arrangements satisfactory ta Lender to replace such Improvements with Improvemerits of at least
equal value. WS E T

Lender's Right to Enter. Lender and Lender's agents and representatives may enter upon tbef-'R_:éa'l_Propq_rw at all
reasonable times to attend to Lender's interests and to inspect the Real Property for purposes c_)f.--'Grgntor's
compliance with the terms and conditions of this Deed of Trust. N

Compliance with Governmental Requirements. Grantor shall promptly comply, and shall -promptly “cayse
compliance by all agents, tenants ar other persons or entities of every nature whatsoever whorent, lease-or
otherwise use or occupy the Property in any manner, with all laws, ordinances, and regulations; . naw or; hareafter
in effect, of all governmental authorities applicable to the use or occupancy of the Property, including” withdut"
limitation, the Amaricans With Disabilities Act. Grantor may contest in good faith any such law;, grdinance, or:
regulation and withhold compliance during any proceeding, including appropriate appeals, so long as-Grantor. Hasg
notified Lender in writing prior to doing so and so long as, in Lender's sole opinion, Lender's intergsts-in the |
Property are not jeopardized, Lender may require Grantor 1o post adequate security ar a surety bond, reasonably.
satisfactory to Lender, to protect Lender's interest.

Duty to Protect. Grantor agrees neither to abandon or leave unattended the Praperty. Grantor shall do allxo't'r'_l_e'r'
acts, in addition to those acts set forth above in this sectian, which from the character and use of the Property are

reasonably necessary to protect and preserve the Property. ) L
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DUE ON SALE CONSENT BY LENDER, Lender may, at Lender's option, (A) declare immediately due and payable all
sums sacured by this Deed of Trust or (B} increase the interest rate provided for in the Note or other document
/evidéncing the Indebtedness and impase such other conditions as Lender deems appropriate, upon the sale or transfer,
"‘:wuthout Lender's prior written consent, of all or any part of the Real Property, or any interest in the Real Property. A
“sala’ of transfer” means the conveyance of Real Property or any right, title or interest in the Real Property; whether
legal, beneficial: or equitable; whether voluntary or involuntary; whether by outright sale, deed, installment sale contract,
land: contract, gontract for deed, leaseheld 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 interast in the Real Property. If any Grantor is a corporation, partnership or limited
liability Gomipany, transfer also includes any change in ownership of more than twenty-five percent (25%) of the voting
stack, partnership antere_sts_ or limited liability company interests, as the case may be, of such Grantor. However, this
option shall hot--be exerci'sed 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. Grantor shall pay ‘when due (and in all events prior to delinquency) all taxes, special taxes, assessments,
charges (including water and sewer), fines and impaositions levied against or on account of the Property, and shall
pay when due-all claimg for wark done on or for services rendered or material furnished to the Property. Grantor
shall maintain the Propartyfree‘of all liens having pricrity over or equal to the interest of Lender under this Deed of
Trust, except for the Ilen of taxes and assessments not due and except as otherwise provided in this Deed of
Trust, : .

Right to Contest. Grantor mav wn:hhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the obl:gatlon 6 pay, s¢ long 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 (158} 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 ather security satisfactory to Lender in an
amaunt sufficient to discharge the lien plis any costs and attorneys' fees, or other charges that could accrue as a
resull of a foreclosure or sale under the lien. In any contest, Grantor shall defend itself and Lender and shall
satisfy any adverse judgment before‘enforcement against the Property, Grantor shall name Lender as an additional
obligee under any surety bond furnished. in‘the_cantest proceedings.

Evidence of Payment. Grantor shajl upon'daﬁnahd furnish to Lender satisfactory evidence of payment of the taxes
or assessments and shall authorize the” a'pprop‘riate governmental official to deliver to Lender at any time a written
statement of the taxes and assessments: agamst the Property.

Notice of Construction. Grantor shall notify Lender at laast fifteen {15} days befare any work is commenced, any
services are furnished, or any materials are supplled to the Praperty, if any mechanic's lien, materialmen's lien, or
other lien gould be assertad on account of tha.work, services, or matarials. Grantor will upon request of Lender
furnish to Lender advance assurances satlsfactory to Lender that Grantor can and will pay the cost of such
improvements.

PROPERTY DAMAGE INSURANCE. The following prowsmns relatmg to insuring the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and méintéin"pdiicies of fire insurance with standard extended
covarage endorsements on a fair value basis for the fult insurable’ value covering all Improvernents on the Real
Property in an amount sufficient to aveid applicatiort, of any ceinsurance clause, and with a standard mortgagee
clause in favor of Lender. Grantor shall also procure and mam'gam Eomprehensive general liability insurance in such
coverage amounts as Lender may request with Trustee anid Lender-being named as additional insureds in such
liability insurance policies. Additionally, Grantor shall maintain gtich_ other insurance, including but net limited to
hazard, business interruption, and boiler insurance, as Lender may. reasonablv require. Policias shall be written in
form, amounts, coverages and basis reasonably acceptable to Lender and issued by a company or companies
reasonably acceptable to Lender. Grantor, upon request of Lender, will deliver to Lender fram time to time the
policies or certificates of insurance in form satisfactory to Lender, including: ‘stipulations that coverages will not be
canceiled or diminished without at least thirty (30) days prior written-niotice to.Lender. Each insurance policy also
shall include an endorsement providing that coverage in favor of Lendes-will-tot be" lmpalred in any way by any act,
omission or default of Grantor or any other persen., Should the Real Property belocated in an grea 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 given by Lender that the
Property is located in a special flood hazard area, for the full unpaid pringipal balance’of the loan and any prior liens
on the preperty securing the lgan, up to the maximum palicy limits set under-the Natigrial Flood Insurance Program,
or as otherwise raquired by Lender, and to maintain such insurance for the -term'of the loan.

Application of Proceads. 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 casyalty. Whether or not Lender's
security is impeired, Lender may, at Lender's election, receive and retain the proceeds of any insurance and apply
the proceeds to the reduction of the Indebtedness, payment of any lien affecting the Prppertv, or the restoration
and repair of the Property. If Lender elects to apply the proceeds to restoration and repair, Grantnr shall repair or
replace the damaged or destroyed Improvements in a manner satisfactory to Lendef. -Lender shall, upon
satisfactory proof of such expenditure, pay or reimburse Grantor from tha proceeds for t‘he reasongble cost of
repair or restoration if Grantor is not in default under this Deed of Trust. Any proceeds which have not been
disbursed within 180 days after their receipt and which Lender has not committed to the'repair orfestoration of
the Property shall be used first to pay any amount owing to Lender under this Deed of Trust, than topay.accrued
interest, and the remainder, if any, shall be applied 1o the principat balance of the Indebtadness f Lerider holds
any proceeds after payment in full of the Indebtedness, such proceeds shall be paid without mterest tu Grantor as
Grantor's interests may appear. :

Grantor's Report on Insurance. Upon request of Lendar, however not more than once a year, Gr’énto‘r sb{all fumish
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 valua of guch:
property, and the manner of determining that value: and (5} the expiration date of the policy. Grantor shall, “upen;
raquest of Lender, have an independent appraiser satisfactory to Lender determine the cash value replacement csst
of the Property. :

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lender's 'ihter@f'st-:in" .
the Property or if Grantor fails to comply with any provision of this Deed of Trust or any Related Documents, including.
but not Bmited to Grantor's failure 1o discharge or pay when due any amounts Grantor is required o discharge Or pay
under this Dead of Trust or any Related Documents, Lender on Grantor's behalf may {but shall not be obligated to).take
any action that Lender deems appropriata, including but not limited to discharging or paying all taxes, liens, security .
interests, ancumbrances and othar claims, at any time levied or placed on the Property and paying all costs for insuring,
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;mamtalmng and preserving the Property. All such expenditures incurred or paid by Lender for such purposes will then
“baar interest at the rate charged under the Note fram the date incurred or paid by Lender to the date of repayment by
¢ Grahtor: All Such expenses will become a part of the Indebtedness and, at Lender's option, will (A] be payable on
: demand; " 1BY- be added to the balance of the Note and be apportioned among and be payable with any instaiment
payments to become due during either (1) the term of any applicable insurance policy; or {2} the remaining term of
the:Note; or (€} ‘be treated as & halloon 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
whach Lander mav be entltled vpon Default,

WARRANTY DEFENSE OF TITLE. The fallowing provisions refating to ownership of the Property are a part of this Deed
of Trust:

Title. Grantor warrants thet: {a} Grantor holds good and marketable title of record to the Property in fee simple,
free arid clearof-all liens and encumbrances other than those set forth in the Real Property descnptmn or in any
title insurance poligy, 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 executs and deliver this Deed of
Trust to Lender

Deafense of Tltle Sub;ect to the exception in the paragraph abova, Grantor warrants and will forever defend the
title to the Property against the lawful claims of all persons. In the event any action or proceeding is commencad
that questions Grantor's fitle-dr the interest of Trustes or Lender under this Deed of Trust, Grantor shall defend the
action at Grantor's expense. Grantor may be the nominal party in such proceeding, but Lender shall be entitled to
participate in tha proceedlng and to. be represented in the proceeding by counsel of Lender's own choicg, and
Grantor will deliver, or cause: o be dehvered to Lender such instruments as Lender may request from time to time
ta permit such partmlpatlon

Compliance With Laws.: : Granter warrants that the Property and Grantor's use of the Property complies with all
existing applicable laws, urdmances, an ragulatlons of governmental authorities.

Suryival of Reprasentatmns and Warranties Al representations, warranties, and agreements made by Grantor in
this Deed of Trust shall survive the exécution and delivery of this Deed of Trust, shall be continuing in nature, and
shall remain in full force and effec:t until such tlme as Grantor's Indebtedness shall be paid in full.

CONDEMNATION. The following prowsmns relatmg td condemnation proceedings are a part of this Deed of Trust:

Proceedings. |f any praceeding in- candemnataon is filed, Grantor shall promptly notify Lender in writing, and
Granter 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 proceading, but Lander shall be entitled to participate in the proceeding and to be
represented in the proceeding by coungel:of its own choice all at Grantor's expense, and Grantor will deliver or
cause to be delivered to Lender such mstruments and documentation as may be requested by Lender from time to
time to permit such participation. . ;

Application of Net Proceads. If ail or any pert of tha Property is condemned by eminent domain proceedings or by
any proceeding ar purchase in lieu of candemnation, Lender may at its election require that all or any portion of the
net proceeds of the award be applied to the Indabtedness 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 attarneys' fees
incurred by Trustee or Lender in connection with the condemnat:om

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES The foliowing provisions reflating
to governmental taxes, fees and charges are a part of this Deed of Truat

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

Taxes, The following shall constitute taxes to which this seétion applies; {1} a specific tax upon this type of
Deed of Trust or upon all or any part of the Indebtedness sectréd by this Deed of Trust; (2) a specific tax on
Grantor which Grantor is authorized or required to deduct from payments on the |ndebteciness secured by this type
of Deed of Trust: {3) a tax on this type of Deed of Trust chargeable against the Lender or the halder of the Note;
and {4) a specific tax on all or any portion of the Indebtedness or on payments of pruncupal and interest made by
Grantor, ;

Subsequent Taxes. |f any tax to which this section applies is enacted subsequent t6 the date of this Deed of
Trust, this event shall have the same effect as an Event of Defauit, arg Lender Jmay-axercise any or all of its
available remedies for an Event of Default as provided below unless Grantof elther {11 pays the tax before it
begomes delinquent, or {2} contests the tax as provided above in the Taxes and Liens section and deposits with
Lender cash ar a sufficient corporate surety bond ar other security satisfactory to Lender A

SECURITY AGREEMENT: FINANCING STATEMENTS. The following provisions reletmg to thls Deed of Trust as a
security agreement are a part of this Deed of Trust: 5 : L
Security Agreement. This instrument shall constitute 2 Security Agresment to the extent any of the Property
constitutes fixtures, and Lander shall have all of the rights of a secured party under the: Umfcrm Commercral Code
as amended from time to time. ; :

Security Interest. Upon request by Lender, Grantor shall take whatever action is requested by Lender to perfect
angd cantinue Lender's security interest in the Rents and Persona! Property. In addition to- racarding this'Deed ot
Trust in the real property records, Lender may, at any time and without further autharizatieh from Granter, file
executed counterparts, copies or reproductions of this Deed of Trust as a financing statemént, .- Grantor “shall
reimburse Lender for all expenses incurred in perfecting or continuing this security interest. Upon default Grahtor
shall not ramove, sever or detach the Personal Property fram the Property. Upon default, Grantor: ‘shall assemble
any Personal Property not affixed to the Property in a manner and at a place reasonably conveniéntto Grantor and,
Lender and make it available to Lender within three (3) days after receipt of written demand frnm Lender to the
extent permitied by applicabla law. . :

Addresses. The mailing addresses of Grantor {(debtor) and Lender {secured partyj from whrch mformauon .
concerning the security interest granted by this Deed of Trust may be obtained (each as reguired by the Unlform___ 2
Commercial Code) are as stated on the first page of this Deed of Trust. <

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

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 bv

NI

Skagit County Auditor
8/17/2012 Page 4 of 9 11:56AM



DEED OF TRUST
{Continued) Page 5

: _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
.agreernents, 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, caontinue, or preserve {1} Grantor's obligations under the Note, this Deed of Trust, and the Related
-' Documents, and (2} the liens and security interests created by this Deed of Trust as first and prior liens on the
* Property, whether now owned or hereafter acquired by Grantar. Unless prehibited by law or Lender agrees to the
'contrary in_Wwriting, Grantor shall reimburse Lender for all costs and expenses incurred in connection with the
matters referred to in this paragraph.

Attorney - ‘Fact. If Grantor fails to do any of the things referrad to in the preceding paragraph, Lender may do so
for and.in the name. of Grantor and st Grantor's expense. For such purposes, Grantor hereby irrevacably appoints
Lender. as' Grantor's attorney-in-fact for the purpose of making, executing, delivering, filing, recording, and doing all
othar things as-may bé necessary or desirable, in Lender's sole opinion, to accomplish the matters raferred to in
the preceding paragraph

FULL PERFORMANCE. It Grantor pays all the Indebtedness when due, and otherwise performs all the obligations
imposed upan Grantor under rhrs Deed of Trust, Lender shall execute and deliver to Trustee a request for full
reconveyance and shall axacute and- deliver to Grantor suitable statements of termination of any financing statement on
fila 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 persons
fegally entitled thereto”, and thé 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 followmg, at Lender's option, shall constitute an Event of Default under this Deed
of Trust:

Payment Default. Grantor falls to make arw payment when due under the Indebtedness.

Other Defaults. Grantor falls to complv ‘with or to perform any other term, obligation, covenant or condition
contained in this Deed of Trust arin-any of the Related Documents or to comply with or to perform any term,
obligation, covenant or conditicn cantained in_any other agreement between Lender and Grantor.

Compliancs Default. Failure to""carnpb,r'w'i_t_hz-an_:y other term, obligation, covenant or cendition contained in this
Deed of Trust, the Note or in any of the Related-Documents.

Default on Other Payments. Failure of Grantor within the time required by this Deed of Trust to make any payment
for taxes or insurance, or any other payment ~'nece53’ar'y to pravent filing of or to effect discharge of any lien.

False Statements, Any warranty, representauon .or statement made or furnished to Lender by Grantor or on
Grantor's behalf under this Deed of Trust:or the Related Documents is false or misleading in any material respect,
either now or at the time made or furnished or Becomes false ar mislgading at any time thereafter.

Defective Collateralization. This Deed of T'ruét or any of the Related Documents ceases to be in full force and
affect lincluding failute of any collateral document 1o create a wvalid and perfecied security interest or lien) at any
time and far any reason. X .

Death or Insclvency. The dissolution of Grantor s (regardless ‘af whether election to continue is made), any
member withdraws from the Jimited lability company,.or any other, termination of Grantor's existence as a going
business or the death of any mamber, the insclvency of Grantor, the appointment of a recsiver for any part of
Grantor's property, any assignment for the benefit. of creditors, any type of creditor workout, or the
commencement of any proceeding under any bankruptcv or, msolvencv laws by or against Grantor.

Creditor or Forfeiture Proceedings. Commencement of forec:iosure or.. forfenure progeedings, whether by judicial
proceeding, self-help, repossession or any other methed, by any: creditor of Grantor or by any governmental agency
against any property securing the Indebtedness. This includes a garnishment of any of Grantor's accounts,
including deposit accounts, with Lender. However, this Event of Default shall not apply if there is a good faith
dispute by Grantor as to the validity or reasonableness of the claim whigh js the basis of the creditor or forfeiture
proceeding and if Grantor gives Lendar written notice ot the creditor’ or forleiture proceeding and deposits with
Lender monies or a surety bond for the creditor or forfeiture procéeding; in an amount determined by Lender, in its
sole discretion, as being an adequate reserve or bond for the dispute. :

Breach of Other Agreement. Any breach by Grantor under the terms ofr-‘any ather agr_eement between Grantor and
Lender that is net remedied within any grace period provided therein, ingluding withiout limitation any agreement
concerning any indebtedness or other obligation of Grantor to Lender, whe'ther existi‘ng now or later.

Events Affecting Guarantor. Any of the preceding events occurs with’ respect te any "Guarantor of any of the
Indebtedness or any Guarantor dies or becomes incompetent, or revokas or dlsputes the vahdlty of, or liability
under, any Guaranty of the Indebtedness.

Adverse Change. A material adverse change occurs in Grantor's financial GOr‘ldlthl‘l o Lender believes the
praspect of payment or performance of the Indebtedness is impaired. - G B

Ingecurity. Lender in good faith believes itsalf insecure.

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

Eloction of Remedies. Election by Lender to pursue any remedy shall not exclude pursun: ef any ather remedy, and
an election 10 make expenditures or to take action to perform an obligation of Grantor under this Deed.of Trust,
after Grantor's failure to perform, shal not affect Lender's right 1o declare a default and exercise its remadles

Accelarato Indebtedness. Lender shall have the right at its option to declare the entire Indebtedness mmeduately
due and payable, including any prepayment penalty which Grantor would be required to pay. ‘

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have the nght to exemlse its
power of sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by jud|C|aI-_.
fareclosure, in either case in accordance with and to the full extent provided by applicable law.

UCC Remedies. With respect to all or any part of the Personaf Property, Lender shall have all the nght and
remedies of a secured party under the Uniform Cormmercial Code. :

Collect Rents. Lender shall have the right, without notice to Grantor to take possession of and manage the .
Property and collect the Rents, in¢cluding amounts past due and unpaid, and apply the net proceeds, over ar_\d '
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 fses directly to Lender. If the Rents are collectéd by
Lender, then Grantor irrevocably designates Lender as Grantor's attorney-in-fact to endorse instruments received in

Ty
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F _.:=pavment thereof in the name of Grantor and to negotiate the same and collect the proceeds. Payments by tenants

“ of other users to Lender in respense to Lander's demand shall satisfy the obligations for which the payments are

“radé, 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.

: Appomt Raceiver. Lender shall have the right to have a receiver appointed to take possession of all ar 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 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.te‘the a’ppointment of a receiver shall exist whether or not the apparent value of the Property exceeds the
indebtedness ‘by a substantlal amount. Employment by Lender shall not disqualify a person from serving as a
receiver, g

Tenancy at Suffarance If Grantar remains in possessian of the Property aftar the Property is sold as provided
above or Lender otherW|se becomes entitled to possession of the Property upon default of Grantor, Grantar shall
become a tenant 4t gutferance of Lender or the purchaser of the Property and shall, at Lender's option, either (1)
pay a reasnnable ranta| for the use of the Property, or (2} wvacate the Property immediately upon the demand of
Lender. . :

Other Remedies. Truété'e or‘Lefder shall have any other right or remedy provided in this Deed of Trust or the Note
or available at law or in equity.

Natice of Sale. Lender “shall givé ' Grantor reasonsable notice of the time and place of any public sale of the Personal
Property or of the time: ‘aftef which any private sale or other intended dispasition of the Personal Property is to be
made, Ressonable notice’ ‘shall mean notice given at least ten {10) days before the time of the sale or disposition.
Any sale of the Personal Preperty may be made in conjunction with any sale of the Real Property.

Sale of the Proparty. To tha extent permltted by applicable law, Grantor hereby waives any and all rights to have
the Property marshalled. ‘n exercising ifs rights and remedies, the Trustee or Lender shall be free to sell ali or any
part of the Praperty together or. sep_aratgly, 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'Lerider institiites any suit or action to enforce any of the terms of this Deed of
Trust, Lender shall be entitled to recovér suet sum as the court may adjudge reasonable as attorneys' fees at trial
and upon any appeal. Whether o1 not any ‘coirt action is involved, and to the extent not prohibited by law, all
reasonable expenses Lender incurs that in’ Leénder'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 op dernand and shall bear
interest at the Note rate from the date of the expendlture until repaid. Expenses covered by this paragraph include,
withaut limitation, however subject to any’ limit$ urider applicable law, Lender's attorneys' fees and Lender's legal
expenses, whether or not there is a lawsuit, mcludmg attorneys' fees and expenses for bankruptcy proceedings
lincluding efforts to modify or vacate any altomatic stay or injunction), appeals, and any anticipated post; |udgment
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 alsa will pay any court costs, in add:tmnnto all other sums provided by law.

Rights of Trustee. Trustee shall have all of the r'ights and dﬁties 6f Lender as set forth in this section.

POWERS AND OBLIGATIONS OF TRUSTEE. The following. prowsmns refatlng to the powers and abligations of Trustee
(pursuant to Lender's instructions) are part of this Deed of Trust:

Powars of Trustes. In addition to all powers of Trusteg Hrlsmg #s 8 matter of law, Trustee shall have the power ta
take the following actions with respect to the Property upon the: wntten request of Lender and Grantor: {a} join in
preparing and filing a map or plat of the Real Property, II"IC|UdIng ths dedication of streaets or other rights to the
public; (b} join in granting any easement or creating any restriction on. the Real Property; and (¢} jein in any
subordination or other agreement affecting this Deed of Trust or the interest ef Lender under this Deed of Trust.

Dbligations to Notify. Trustee shall not be ghligated to nutnfy any other: party of a pending sale under any other
trust deed or lien, or of any action or proceeding in which Grarwtor, Lénder, or Trustes shall be a party, unless
required by applicable law, ar unless the action or proceeding is brought hy Trastee,

Trustee. Trustee shall meet all gualifications required for Trustee under apphcable law. In addition to the rights
and remedias set forth above, with respect ta all or any part of the Property, the: Trustee shali have the right to
foreclose by notice and sala, and Lender shall have the right to fnreclase by ]udIClal foreclosure, in sither case in
accordance with and to the full extent provided by applicable law. 3 . :

Succassor Trustee, Lender, at Lender's option, may from time to time appomt ‘a successor Trustge 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 Caunty, State of Washington. The instrument shali-contain, in addition to all other
matters required by state law, the names of the original Lender, Trustse, and Grantor, the book and page or the
Auditor's File Number where this Deed of Trust is recorded, and the name and addrass-of the successor trustee,
and the instrument shall be executed and acknowledged by Lender or its successers in interest. The successor
trustee, without conveyance of the Property, shall succeed to all the title, powef;. and ‘duties conferred upon the
Trustee in this Daed of Trust and by applicable law. This procedure far substitution ‘of Trustee 5ha|l govern to the
exclusion of all other provisions for substitution. s A .

NOTICES, Subject to applicable law, and except for notice requirad or aliowed by law to be gwen iry another manner,
any notice required to be given under this Deed of Trust, including without limitation any notice of ‘defsult and any
notice of sale shall be given in writing, and shall be effective when actually delivered, when“actually recsived by
telefacsimile (unless otherwise required by law), when deposited with a nationally recognized overmght couriar, or, if
mailed, when deposited in the United States mail, as first class, certified or registered mail postage. prepaid, diracted to
the addressas shown near the beginning of this Deed of Trust. All copies of notices of foreclosure from the. holder of
any lien which has priority over this Deed of Trust shall be sent to Lender's address, as shown near the begmnmg of
this Deed of Trust. Any party may change its address for notices under this Deed of Trust by giving® formal aritten,
notice to the other parties, specifying that the purpose of the natice is to change the party's address For notice
purposes, Grantor agrees to keep Lender informed at all times of Grantar's current address. Subject to appllcabla law,
and except for notice required or allowed by |aw to be given in anather manner, if there is more than one w’.‘:irantclrr
notice given by Lender ta any Grantor is deemed to be notice given to all Grantors.

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

Amendments. This Deed of Trust, together with any Related Documents, constitutes the entire understandmg 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 effactive unless given in writing and signed by the party or parties sought to be charged or

bou d by the alteration o amend nent.
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Annual Reports. |f the Property is used for purpases other thap Grantor's residence, Grantor shall furnish to
“\ender, upon Tequest, a certified statement of net operating income received from the Proparty during Grantor's
;-prewous “fiscal year in such form and detail as Lender shall require. "Net operating income” shall mean all cash

recerpts from the Property less all cash expenditures made in connection with the operation of the Property.

;Captlon He_adlngs. Caption headings in this Deed of Trust are for convenience purposes only and are not to be
sused to interpret ar define the provisions of this Deed of Trust.

'Marger There shall be no merger of the interest or estate created by this Deed of Trust with any other interest or
€staté in the Property at any time held by or for the benefit of Lender in any capacity, without the written consent
of Lender )

Governmg Law’ Thls Dead of Trust will be governed by federal law applicable to Lender and, to the extent not
preempted by fedaral law, the laws of the State of Washington without regard to its conflicts of law provisions.
This Peed of Trust has been accepted by Lender in the State of Washington.

No Waiver by Lender,.‘Lender shall not be deemed to have waived any rights under this Deed of Trust unless such
waiver is given ih writing 'and signed by Lender, No delay or omission on the part of Lender in exercising any right
shall aperate -88 a“waiver of.such right or any other right. A walver by Lender of a provision of this Deed of Trust
shall not prejudice or_gonstitute a waiver of Lender's right otherwise to demand strict compliance with that
provisian or any other provrsron of this Deed of Trust. No prior waiver by Lender, nor any course aof dealing
between Lender and Grantor shall constitute a waiver of any of Lender's rights or of any of Grantor's obligations
as 1o any future trans:actmns Afifhenever the consent of Lender is required under this Deed of Trust, the granting
of such consent by Lender it any- mstance shall not constitute continuing consent to subsequertt instances whera
such consent is required and in all cases such consent may be granted or withheld in the sole discretion of Lender,

Severability. |f a court of competent 1ur|sd|ct|on finds any provision of this Deed of Trust ta be illegal, invalid, or
unenforceable as to any circumstance, .that finding shall not make the offending provision illegal, invalid, or
unenforceable as to any other-circumstange. If feasible, the offending provision shall be considered modified so
that it becomes legal, valid. and enforceable If the offending provision cannot be so modified, it shall be
considered deleted from this Deed of Trust. Unlkess atherwise required by law, the illegality, invalidity, or
unenforceability of any provision’ “of.this Deed of Trust shall not affect the legality, vallclrtv or enforceability of any
other provision of this Deed of Trust. .

Successors and Assigns. Subject’ to any Irmltatlons stated In this Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shall be binding” upon apd jnure to the benefit of the parties, their successors and assigns. |If
ownarship of the Property becomes vested irfa persoh other than Grantor, Lender, without notice to Grantor, may
deal with Grantor's successors with reference to this Deed of Trust and the Indebtedness by way of forbearance or
extension without releasing Grantor from, the obligations of this Deed of Trust ot liabitity under the Indshtedness,

Time is of the Essence. Time is of the es:sence;ir'\”the performance of this Deed of Trust.

Waiver of Homestead Exemption. Grantor hereby releases and waives all rights and benefits of the homestead
exemption laws of the State of Washingion as.té. al'. lndebtednese secured Dy this Deed of Trust.

DEFINITIONS. The following capitalized words and terms shall hewe 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 lawful money
of the United States of America, Words and terms used in'the’ srngutar shall include the plural, and the plural shall
include the singular, as the context may require. Words .anhd-terms not otherwise defined in this Deed of Trust shall
have the meanings attributed to such terms in the Uniform: Commerclal Code:

Beneficiary. The ward "Beneficiary" means Skagit State Bank and |ts successors and assigns.

Borrower. The word "Borrower” means CLAUS BROTHERS, LLC.- ] d._lncjud.es all co-signers and co-makers signing
the Note and all their successors and assigns. : :

Deed of Trust. The words "Deed of Trust” mean this Deed of Trust among Grantor, Lender, and Trustee, and
includes without limitation all assignment and security mterest prowsrons relating to the Personal Property and
Rents. ST

Default, The word "Default" means the Default set forth in this Deed ef Trust in the sect:on titled "Default”.

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

Grantor. The word "Grantor”" means CLAUS BROTHERS, LLC.

Guarantor. The word "Guaranter” means any guarantor, surety, of aé:c_grrir_ﬁ_odat_i_orl.___p‘érty of any or all of the
Indebtedness. T s

Guaranty. The word "Guaranty” means the guaranty from Guarantar to Len:der',’hincfuding""'i.,uithout limitation a
guaranty of all or part of the Note. LG S

Improvements. The word "lmprovements” means all existing and future impro'vem'ente, huildings, structures,
mobile homes affixed on the Real Property, facilities, additions, replacements and-other canstrucnon on the Real
Property.

Indebtedness. The word "Indebtedness" means all principal, interest, and other ambums ctﬁsts .and expenses
payable under the Note or Related Documents, together with all renewals of, extensions of,”“modifications of,
consolidations of and substitutions for the Note or Related Documents and any amounts expended or advanced by
Lender to 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 inthis Deed of “Trust.
Specifically, without limitation, Indebtedness includes all amounts that may be indirecthy secureﬁ by the
Cross-Callateralization provision of this Daed of Trust. AT ;

Lender. The word "Lender” means Skagit State Bank, its successors and assigns.

Note. The word "Note” means the promissory note dated September 7, 2012, in the orlglnal prlnmpal :
amount of $500,000.00 from Grantor 1o Lender, together with all renewals of, extensions of;. modificdtions:”
of, refinancings of, consolidations of, and substitutions for the promissory note or agreement.'-NOTlCE Jo
GRANTOR: THE NOTE CONTAINS A VARIABLE INTEREST RATE. i

Personal Property. The words "Perscnal Properiy” mean all equipment, fixtures, and other articles of pers_,'b_ )

property now or hereafter owned by Grantor, and now or hereafter attached or affixed to the Real Property;.©

together with all accessions, parts, and additions to, all replacements of, and all substitutions for, any of sugh

property; and together with all issues and profits thereon and proceeds (including without limitation all insurance

praceeds and refunds of premiums) from any sale or other disposition of the Property. A
91
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L ___...Pfqpérty. The word "Praperty” means collectively the Real Property and the Personal Property.

,.Regl,-Property. The words "Real Praperty” mean the real property, interssts and rights, as further described in this
De"ec_i_._of]’r‘u_st.

‘Related Documents. The words "Related Documents” mean all promissory notses, credit agreements, loan

! agreements, security agreements, mortgages, deeds of trust, security deeds, collateral morigages, and ali other
_instruments, agreements and documents, whether now or hereafter existing, executed in connection with the
Indebtedness; pravided, that guaranties and environmental indemnity agreemants are not "Related Documents” and
are not secured by this Deed of Trust,

Rents. Ih':e word "Rents" means all present and future rents, revenues, income, issues, royaities, profits, and
other behefits derived:from the Property.

Truste“:e.': Tha'.y_#;ard"'_T'r-ustee" means Land Title Company of Skagit County, whose mailing address is P 0 Box
445, Burlington, WA™ 98233 and any substitute or successor trustees.

GRANTOR ACKNOWLEDGES: HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND GRANTOR
AGREES TO ITS TERMS: =~ -

GRANTOR:

CLAUS BROTHERS, LLC .~
L B TR e :
AUS. Member of CLAUS BROTHERS, LLC

ROBERT S CLAUS, Member of CLAUS BROTHERS, LLC

LIMITED LIABILITY COMPANY ACKNOWLEDGMENT
I it

} 8%

COUNTY OF \51.411'01‘* )
On this / 4 '}Q day of \ %4@'}6{” h( , 20 l 2, , before me, the undersigned

Notary Public, personally appearad JAMES E CLAUS, Member.of CLAUS BROTHERS, LLC and ROBERT § CLAUS,
Member of CLAUS BROTHERS, LLC, and personally knawn to.fne or proved to me on the basis of satisfactory evidence
to be members or designated agents of the limited liability company that executed the Deed of Trust and acknowledged
rust to be the free and voluntary act and deed of the limited liability company, by authority of statute, its
articles orghnization or its operating agreement, for the uses ‘and-‘purposes therein mantioned, and on oath stated
Deed of Trust and in fact éxetuted. the Deed of Trust on behalf of the limited

Reiiéi;g at A f_'f' & .

PR ":?_..ci;:fqmission expires | 2-1%5- “-!’

REQUEST Foh*@;ﬁ@' JVEYANCE .~
Ta: . Trusté ; . A .

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 reconvay without warranty, ta the persons entitled thareto, the
right, title and interest now held by you under the Deed of Trust. i A

Date: Beneficiary: &
By: £
Its:

LASER PRO Lending, Ver. 12.2.0.003 Cepr, Harland Financial Solutions, Inc. 1997, 2012, AI!“ﬁ@ghtsBé;eNed. -
WA MACFILPLAGO1.FC TR-21441 PR-2 e
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‘Schedule “A-17 143726-0
DESCRIPTION:
PARCEL “A™:

Lot 4, “.KULSHAN RIDGE P.U.D.,” as per plat recorded on October 9, 2003, under Auditor’s File No.
200310090064, records of Skagit County, Washington.

Situate in the County of Skagit, State of Washington.
PARCEL “B™ e

Lot 5, "KALLSTROM'S VIEW MOOR PLAT SKAGIT COUNTY, WASHINGTON," as per plat recorded
in Volume 8 of Plats, page 8,-__récords of Skagit County, Washington.

Situate in the County of Skagit, State of Washington.

PARCEL “C” R

Lot 3, “PLAT OF SKAGIT HIGHLANDS DIVISION IV,” a Planned Unit Development, approved
August 21, 2006 and recorded on August 23, 2006 under Auditor’s File Number 200608230062, records
of Skagit County, Washington.

Situate in the City of Mount Vernon, County of Skagi‘_c,_ S’_t_éte’ of Washington.

PARCEL “D”: ”

Lot 7, “PLAT OF PARK COTTAGES,” as per piat recorded on Apnl '2(}5:, 2004, under Auditor’s File No.
200404200129, records of Skagit County, Washington. . o

Situate in the City of Mount Vernon, County of Skagit, State of Waéhjngtb'n." -

W

Skagit County Auditor

g 11:56AM
9/17/2012 Page 8 of



