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THIS DEED OF TRUST is dated December 13, 2002,-among Eldon L Johnson and Daphne E
Johnson, husband and wife, whose address is 3911 Mallard Point Dr, Anacortes, WA 98221

("Grantor"); PEOPLES BANK, whose mailing address is MOUNT VERNON OFFICE, 1801
RIVERSIDE DRIVE, MOUNT VERNON, WA 98273 (referred to below sometimes as "Lender"
“and sometimes as "Beneficiary"); and Island: Title Co. Anacortes, whose mailing address is
3110 Commercial, Suite 101, Anacortes, WA 98221 (referred.to below as "Trustee").
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DEED OF TRUST
~_koan No: 5712746-1 (Continued) Page 3

'_:,:Dii_ty"to Protect. Grantor agrees neither to abandon or leave unattended the Property. Grantor shall do all other acts, in
" gddition to those acts set forth above in this section, which from the character and use of the Property are reasonably
“negessary o protect and preserve the Property,

TAXES AND L!ENS The following provisions relating to the taxes and liens on the Property are part of this Deed of Trust:

Payment. .:G-;anlor shall pay when due (and in all events prior to delinquency) all taxes, special taxes, assessments,

* charges (inclading water and sewer), fines and impositions levied against or on account of the Property, and shall pay

:when due all claims for work done on or for services rendered or material furnished to the Property. Grantor shall

faifitdin tre Property free of all liens having priority over or equal to the interest of Lender under this Deed of Trust,

exteptfor the lish-of taxes and assessments not dus, except for the Existing Indebtedness referred to below, and except
as othemqse prowded in this Deed of Trust.

Right to COntest Grantor may withhold payment of any tax, assessment, or claim in connection with a good faith
dispute ‘over the obligation to pay, so long as Lender's interest in the Property is not jeopardized. If a lien arises or is
fied as a result of nonpayment, Grantor shall within fiteen (15) days after the lien arises or, if a lien is filed, within fifteen
{15) days after Granter 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 band or other security satisfactory to Lender in an amount sufficient to
discharge the lien plus_any cbsts and attorneys’ fees, or other charges that could accrug as a result of a foreclosure or
sale under the lien. In any coritest, 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 contast proceedmgs ’

Evidence of Payment Grantor shall upon demand furnish to Lender satisfactory evidence of payment of the taxes or
assessments and shall authorizé ‘the approprlate governmental official to deliver to Lender at any time a written statement
of the taxes and assessment_s against the Property.

Notice of Construction. . Grantor shall netify Lender at least fifteen (15) days before any work is commenced, any
sarvices are furnished, or any 'materials are supplied to the Property, it any mschanic's lien, materialmen's lien, or other
lien could be asserted on account. 6f the wark, services, or materials and the cost exceeds $1,000.00. Grantor will upon
request of Lender fumish to Lender advance assurances satisfactory to Lender that Grantor can and will pay the cost of
such improverments. .

PROPERTY DAMAGE INSUFIANCE Ti:_le. fdllb\.yingfp_r(ﬁvisions relating to insuring the Property are a part of this Deed of
Trust. : o

Maintenance of Insurance. Grantor shallprocure angd mairtain policies of fire insurance with standard extended
coverage endorsemsnts on a replacement: basis for-the, full insurable value covering afl Improvements on the Real
Property in an amount sufficient to avoid application.of ary coinsurance clause, and with a standard mortgagee clause in
favor of Lender, together with such other hazard and liability insurance as Lender may reasonably require. Policies shall
be written in form, amounts, coverages and-basis reasonably acceptable to Lender and issued by a company or
companies reasonably acceptable to Lender. :Grantor, upon request of Lender, will deliver to Lender from time to time

the policies or certificates of insurance in form'sétisfactory to Lender, including stipulations that coverages will not be
cancelled or diminished without at least thirty (30). days prior written notice to Lender. Each insurance policy also shall
include an endorsement providing that coverage infavor of Lender will not be impaired in any way by any act, omission

or default of Grantor or any ather person. Should the Real Preperty. be located in an area designated by the Diractor 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 principal balance of the/loan and any prior liens on the property securing

the loan, up to the maximum policy limits set under the National Flood Insurance Program, or as otherwise required by
Lender, and to maintain such insurance for the term of the Ioan ' g

Application of Proceeds. Grantor shall promptly notify Lender of any Ioss or damage to the Property if the estimated
cost of repair or replacement exceeds $1,000.00. Lender may makKe proof of loss it Grantor fails to do so within fifteen
{15} days of the casually. Whether or not Lender's security Is impaired, Lender may, at Lender’s election, receive and
retain the proceeds of any insurance and apply the proceeds to the reduction.of the Indebtedness, payment of any lien

affecting the Property, or the restoration and repair of the Property. “If Lender elécts to apply the proceeds to restoration
and repair, Grantor shall repair or replace the damaged or destroyed Improvements in’ & manner satisfactory to Lender.

Lender shall, upon satisfactory proof of such expenditure, pay or reimburse, Grantdr from the proceeds for the
reasonable cost of repair or restoration if Girantor is not in default under this® Deed of Teust. Any proceeds which have
not been disbursed within 180 days after their receipt and which Lender has not commltted 1o the repair or restoration of

the Property shall be used first to pay any amount owing to Lender under this Deed. of Trust, then to pay accrued
interest, and the remainder, if any, shall be applied to the principal balance ‘of ‘the Indebtedriess. if Lender holds any

proceeds after payment in full of the Indebtedness, such proceeds shall be paid wﬂhout mterest to Grantor as Grantor's
interests may appear.

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

LENDER'S EXPENDITURES. K Grantor fails (A) to keep the Property free of all taxes Ilans secunty interests,
encumbrances, and other claims, (B) to provide any required insurance on the Property, (C) to make Tepairs to the
Property or to comply with any obligation to maintain Existing Indebtedness in good standing as reqmred below, then Lender

may do so. If any action or proceeding is commenced that would materially affect Lender's interests in-the: Property .then
Lender on Grantor's behalf may, but is not required to, take any action that Lender believes to be appropriateto protect
Lender's interests. All expenses incurred or paid by Lender for such purposes will then bear interestat the' rate, charged
under the Credit Agreement from the date incurred or paid by Lender to the date of repayment by Grartor. Al such axpenses

will become a part of the Indebtedness and, at Lender's option, will (A) be payable on demand; (B} bse ‘added to thé
balance of the Credit Agreement and be apportioned among and be payable with any installment payments io becoms dus -
during either {1} the term of any applicable insurance policy; or {2} the remaining term of the Credit Agreement;-or (C] be . E
treated as a balloon payment which will be due and payable at the Credit Agreement’s maturity. The Deed of Tryst also wilf
secure payment of these amounts. The rights provided for in this paragraph shall be in addition to any other rights or any ;&
remedies to which Lender may be entitied on account of any default. Any such action by Lender shall not be conslrued as; o7
curing the default so as to bar Lender from any remedy that it otherwise would have had. ;

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

Title. Grantor warrants that: (&) Grantor holds good and marketable title of record to the Property in fee S|mple free
and clear of all liens and encumbrances other than those set forth in the Real Property description or in the Existing .

|
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DEED OF TRUST
Loan No: 5712746-1 (Continued) Page 5

attorney in-fact are a part of this Deed of Trust:

o K___Further Assurances. Al any time, and from time to time, upon request of Lender, Grantor will make, execute and
- deliver, orwill 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 morgages, deeds of trust, security deeds, security
: agreements, 'hnanclng statements, continuation statsments, instruments of further assurance, certificates, and other
documents as may, in the sole apinion of Lender, be necessary or desirable in order to effectuate, complete, perfact,
‘continug, or preserve (1)  Grantor's obligations under the Credit Agreement, this Deed of Trust, and the Related
Documents, and +(2) the liens and security interests created by this Deed of Trust on the Property, whether now owned
or hereafter acquired: by Grantor. Unless prohibited by law or Lender agrees to the contrary in writing, Grantor shall
reimbursé Lender for.all costs and expenses incurred in connection with the matters referred to in this paragraph.

Attorney-in-Fact. if Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do so for
and in the name‘of Grantor and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints Lender
as Grantor's attorney-insfact for the purpose of making, executing, delivering, filing, recording, and doing all other things
as may be necessary or deswable in Lender's sole opinion, to accomplish the matters referred to in the preceding
paragraph. + _—
FULL PERFORMANCE. If Grar_r_tor pays all the Indebtedness when due, terminates the credit line account, and otherwise
performs all the obligations impesed-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 secunty 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 "parson or
persons legally entitled thereto”; and the recltals in the reconveyance of any matters or facts shall be conclusive proof of the
truthfulness of any such matters or facts.

EVENTS OF DEFAULT. Graritor. will be i default under this Deed of Trust if any of the following happen: (A} Grantor
commits fraud or makes a material misrepresentation at any time in connection with the Credit Agreement. This can include,
for example, a false statement abolit' Grantor's.income, assets, liabilities, or any other aspects of Grantor's financial condition.
(B) Grantor does not meet the repayment terms of the Credit Agreement. (C) Grantor's action or inaction adversely affects
the collateral or Lender's rights in the collateral. This‘¢an. include, for example, failure to maintain required insurance, waste or
destructive use of the dwelling, failure fo pay-taxes,déath of all persons liable on the account, transfer of title or sale of the
dwelling, creation of a senior lien on the dwelling: W|thout Lender's permission, foreclosure by the holder of another lien, or the
use of funds or the dwelling for prohibited plrposes.

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

Election of Remedies. All of Lenders rlghts and rémedies will be cumulative and may be exercised alone or togsther.
An election by Lender to choose any one remédy: will not bar Lender from using any other remedy. If Lender decides to
spend money or to perform any of Granter's Gbligations under this Deed of Trust, afier Grantor's failure to do so, that
decision by Lender will not affect Lender's right to declare Grantor in default and to exercise Lender's remedies.

Accelerate Indebtedness. Lender shall have the' nght at its optlon to declare the entire Indebtedness immediately due
and payabie. .

Foreclosure, With respect to all or any part of the Real Property the rt-;stee 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 foreclosure, in either
case in accordance with and to the fult extent provided by ap’plicable Iaw-

UCC Remedies. With respect to all or any part of the Personal Property Lender shall have all the rights and remedies of
a secured party under the Uniform Commercial Code.

Collect Rents. Lender shall have the right, without notice to 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, Lendet may require any tenant or other user of the Property
to make payments of rent or use fees directly to Lender. |f the Rents are collected by Lender, then Grantor irrevocably
designates Lender as Grantor's attorney-in-fact to endorse instruménts received ifi payment thereof in the name of
Grantor and 1o negotiats the same and collect the proceeds. Payments by tenants. or-athier users fo Lender in response
to Lender's demnand 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. Lender shall have the right to have a receiver appomted to take. possessmn of all or any part of the
Property, with the power to protect and preserve the Property, to operate the Property preceding or pending foreclosure
or sale, and to collect the Rents from the Property and apply the proceeds, over and above the cost of the receivership,
against tha indebtedness. The receiver may serve without bond if permitted by law.: Lender’s rightto the appointment
of a receiver shall exist whether or not the apparent value of the Property exceeds. the Indebtedness by a substantial
amount. Employment by Lender shall not disqualify a person from serving as a receiver. :

Tenancy at Sufferance. If Grantor remains in possession of the Property after the Property is sold as prewded above or
Lender otherwise becomes entitled to possession of the Property upon default of Grantor, Grantor-shall become a
tenant at sufferance of Lender or the purchaser of the Property and shall, at Lender’s .optioh,” either .(1) pay a
reasonable rental for the use of the Property, or (2) vacate the Property immediately upon the damand of Lender

Other Remedies. Trustea or Lender shall have any other right or remedy provided in this Deed of Trust or the Credlt
Agreement or by law. :

Notice of Sale. Lender shall give Grantor reasonable notice of the time and place of any public; sale ol the Persenal
Property or of the time after which any private sale or other intended disposition of the Personal Property. 1% to be made.
Reasonable notice shall mean notice given at least ten (10) days befere the time of the sale or dtsposmo Any sate of
the Personal Property may be made in conjunction with any sale of the Real Property.

Sale of the Property. To the extent permitted by applicable law, Grantor hereby waives any and all rlghts fo have the :
Property marshalled. In exercising its rights and remedies, the Trustee or Lender shall be free to sell alt or any part of the' ¢
Property together or separately, in one sale or by separate sales. Lender shall be entitled to bid at any publis sale on: al!
or any portion of the Property. ;
Attorneys’ Fees; Expenses. If Lender institutes any suil or action to enforce any of the terms of this Deed "of Trustl_ s
Lender shall be entitled ta recover such sum as the court may adjudge reasonable as attorneys’ fees at trial and upon =
any appeal. Whether or not any court action is involved, and to the extent not prohibited by law, all reasonable-
expenses Lender incurs that in Lender's opinion are necessary at any time for the protection of its interest or the
enforcement of its rights shall become a part of the Indebtedness payable on demand and shall bear interest at the
Credit Agreement rate from the date of the expenditure until repaid. Expenses covered by this paragraph include,

IRSMAMSHYIAN .
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DEED OF TRUST
© Lkoan No: 5712746-1 {Continued) Page 7

Waiver of Homestead Exemption. Grantor hereby releasss and waives all rights and benefits of the homestead
exemptlon laws of the State of Washington as to all Indebtedness secured by this Deed of Trust.

DEFINITIONS The following words shall have the following meanings when used in this Deed of Trust:

_AiBeneﬂclary The word "Beneficiary" means PEOPLES BANK, and its successors and assigns.

. Borrower.” The word "Borrower" means Eldon Johnson and Daphne Johnson, and all other persons and entities
- signing ihe Credlt _Agreement.

Credit £ Agreement The words "Credit Agreement” mean the credit agreement dated December 13, 2002, with credit
limit-of .$20,000.00 from Grantor to Lender, together with all renewals of, extensions of, modifications of,
refmanclngs of,: consohdanons of, and substitutions for the promissory note or agreement.

Deed qf_Trust. T_he wq;_ds “Deed of Trust" mean this Deed of Trust among Grantor, Lendsr, and Trustese, and includes
without limitation.all a_ssignment and security interest provisions relating to the Personal Property and Rents.

Event of Default. . The' WOFds "Event of Default" mean any of the events of default set forth in this Deed of Trust in the
events of default sectlon of thig Deed of Trust.

Existing Indebtedness The _words "Existing Indebtedness” mean the indebtedness described in the Existing Liens
provision of this Deed of Trust

Grantor. The word "Grantor means Eldon Johnson and Daphne Johnson,

Improvements. The wofd “Improvements means all existing and future improvements, buildings, structures, mobile
homes affixed on the Real Propeny facilities, additions, replacements and other construction on the Real Property.

Indebtedness. The word,"lr_adebtedness" means all principal, interest, and other amounts, costs and expenses payable
under the Credit Agreement or Related Documents, together with all renewals of, extensions of, modifications of,
consolidations of and substifutions for-the” Credit Agreement or Related Documents and any amounts expended or
advanced by Lender to discharge Grantor's obligations or expenses incurred by Trustee or Lender to enforce Grantor's
obligations under this Deed of Trust, together with interest on such amounts as provided in this Deed of Trust.

Lender. The word "Lender” means P‘EOPLES BANK, its successors and assigns. The words "successors or assigns
mean any person or company that. acqu:res any mterest in the Credit Agreement.

Personal Property. The words "Personal Property" mean all equipment, fixturas, and other articles of personal property
now or hereafter owned by Grantor, ‘and: now of hereafter attached or affixed to the Real Property; together with all
accessions, parts, and additions o, all replacements of;7&nd all substitutions for, any of such property; and together with
all issues and profits thereon and proceeds, (lncludlng wﬂhout limitation all insurance proceeds and refunds of premiums}
from any sale or other disposition of the Property

Property. The word "Property” means collectwely tha 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 allj promlssory notes, credit agreements, loan agreements,
guaranties, security agreements, morigages, deeds of trust, securty deeds, collateral mongages and all other
instruments, agreements and documents, whether now.or.hereafter existing, executed in connection with the
Indebtedness; provided, that the environmental |ndemn|ty agreements are not "Related Documents” and are not secured
by this Deed of Trust.

- Rents. The word "Rents" means all present and future rants, revsnues income, issues, royaities, profits, and other
banefits derived from tha Property. e
Trustee. The word "Trustee" means Island Tile Co. Anacortes, whose ma|||ng address is 3110 Commercial, Suite 101,
Anacortes, WA 98221 and any substitute or successor trustees.

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

GRANTOR:

728

'Daph'e Johnson. navigdally
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