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DEED OF TRUST

DATE: September 27 2011

Reference # {if appllcable] Additional on page __
Grantor(s): L

1. PEKICH, HAH}VEY R

2. PEKICH, EMILY J__

Grantee(s)
1. PEQPLES BANK . o
2. Land Title Co. of Skagit Cuunty. Trustee

Legal Description: Tr. X, Fidalgo Bay-:Ag’gregatlon
F Additional on page 2

Assessor's Tax Parcel ID#: 3841-026-020:0107 P101517

THIS DEED OF TRUST is dated September 27, 2011, among HARVEY R PEKICH and EMILY J
PEKICH, HUSBAND AND WIFE, whose address is 11946 NEW MORNING DRIVE, 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 Land Tltle Co:of Skagit County, whose mailing
address is 111 E. George Hopper Rd, Burlington, WA~ 98233 (referred to below as "Trustee").

THIS DEED OF TRUST IS SECOND AND SUBORDINATE O THAT (}ERTAIN DEED OF TRUST
DATED SEPTEMBER 27, 2011 IN FAVOR OF PEOPLES BANK IN-THE. ORIGINAL AMOUNT OF
$417,000.00 RECORDED SIMULTANEOUSLY HEREWITH UNDER AI]DITOR FILE NO.
20111103003
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A DEED OF TRUST
"7 Loan No: 5717294-1 {Continued) Page 3

: '_wiiho‘ht Lender’s prior written consent. As a condition to the removal of any Improvements, Lender may require
;< Gréntor to make arrangements satisfactory to Lender to replace such Improvements with Improvements of at laast
) ~-equal veilug.

!-.-agder s R_|ght to Enter, Lender and Lender's agents and representatives may enter upon the Real Praparty at all
sfgasonable: times to attend to Lender's interests and to inspect the Real Property for purposes of Grantor's
zcompliance with the terms and conditions of this Deed of Trust.

‘Compliance: with Governmental Requirements. Grantor shall promptly comply, and shall promptly cause
comphance by al[ agents, tenants ar other persons or entities of every nature whatsoever who rent, lease or
otHerwide usa oF :ocgupy the Property in any manner, with all laws, ardinances, and regulations, now or hereafter
in effect,-of all. governmental authorities applicable to the use or occupancy of the Property, Grantor may cantest
in good facth any sugh law, ordinance, or ragulation and withhold compnance during any proceeding, including
appropnate appeals, soslong as Grantor has notified Lender in writing prior to doing so and so leng as, in Lendet's
sole opinion, Lender’s interests in the Property are not jeopardized. Lender may require Grantor to post adequate
security ar a surety bofid, reasanably satisfactory to Lender, to protect Lender's interest.

Duty to Protect. ' __G"ra“hgor 'agfrees neither to abanden or leave unattendad the Property. Grantor shall do all other
acts, in additi'op 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, {A) declare immediately due and payable all
sums secured by this Deed of Trustor. {B) increase the interest rate provided far in the Cradit Agreement or other
document evidencing the: Tndebtedness and ‘impose such other conditions as Lender deems appropriate, upon the sale or
transfar, without Lender's prior written consent of all or any part of the Real Property, or any interast in the Real
Property. A "sale or transfer”mgans the.conveyance of Real Property or any right, titla or interest in the Real Property;
whether lagal, baneficial or equitable; whether valuntary of involuntery; whether by outright sale, deed, instaliment sale
contract, land contract, contract for deed, |easehold intarest with a term greater than three (3) years, lease-option
contract, or by sale, assignment, of transfsr of any beneficial interest in or to any land trust holding title to the Real
Property, or by any other method ‘6f"tonveyance of an interest in the Real Property. However, this option shall not be
exercised by Lender if such exercise is: proh|bltad by federal law or by Washington law.

TAXES AND LIENS. The following prowsmns relatmg to the taxes and liens on the Property are part of this Deed of
Trust:

Payment. Grantor shall pay when dhé ('an'd i'n a'"II events prior to delinquency) all taxes, special taxes, assessments,
charges (including vvater and sewer}, flnes and |mposmons levied against or on account of the Property, and shall
pay when due all claims for work done gn gr for services rendered or material furnished to the Property. Grantor
shall maintain the Property free of alf lierig having priority over or equal to the interest of Lender under this Deed of
Trust, except for the lien of taxes and assessmients not due, except for the Existing Indebtedness referred to
below, and except as otherwise provided in thls ‘Deed of Trust.

Right to Contest. Grantor may withhold paymen.t of any tax, assessment, or claim in connection with a good faith
dispute over the obligation to pay, so long as Lgnder's interest jn the Property is not jeopardized. If a lien arises or
is filed as a result of nonpayment, Grantor shall-within fiftegt {15) days after tha lien arises or, if a lien is filed,
within fifteen (15) days after Grantor has natice of the filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lender cash or a sufficient corperate’syraty bond or other sacurity 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
rasult of a foreclosure or sale under the lien. In any tontest, Lrantor shall defend itself and Lender and shall
satisfy any adverse judgment before enforcement against the Propefty. Grantor shall name Lender as an additional
obligee under any surety bond furnished in the contest praceedmgs

Evidence of Payment. Grantor shall upon demand furnish to Lender satlsfactory evidence of payment of the taxes
or assessments and shall authorize the appropriate governmental foICIa| 1o delwer to Lender at any time a written
statement of the taxes and assessments against the Property. B

Notice of Construetion. Grantor shall notify Lender at least flfteen (15) days before any weork is commenced, any
servicas are furnished, or any materials are supplied to the Property, if ‘any mechanic's lien, materialman’s lien, or
other lien could be asserted on account of the wark, services, or ‘matearials: Granter will upon request of Lender
furnish to Lender advance assurances satisfactory to Lender that Grantor “can and will pay the cost of such
improvements. :

PROPERTY DAMAGE INSURANCE. The fellowing provisions relating to |nsur|ng the Proparty are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and maintain policies of‘fire insur‘ance with standard extended
coverage endarsements on a replacement basis for the full insurable valua covering all Improvements on the Real
Property in an amount sufficient to avoid application of any coinsurance clause; and with & standard mortgagee
clause in favor of Lender, together with such other hazard and liability insurance s, Lender-may reasenably require.
Policies shall be written in form, amounts, coverages and basis reasonably acceptable to Lénder:and issued by a
company or companies reasonahly acceptable to Lender. Grantor, upon request of Lender, wiill deliver to Lender
from tima 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 netice'to Lender. Each
insurance policy also shall include an endorsement providing that coverage in favor of -Lepder will not Be impaired
in any way by any act, omission or default of Grantor or any other person. Should the Real'Propérty. be located in
an area designated by the Director of the Federal Emergency Management Agency as a spacial fload hazard area,
Grantor agrees to obtain and maintain Federal Floed 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 maximum amount of Grantor's credlt line
and the full unpaid principal balance of any prior liens on the property securing tha loan, up to"thie maXimdm pelicy
limits set under the National Flood Insurance Program, or as otharwise required by Lender, and 1o malntaln such
insurance for the term of the loan. 5 s

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the F'roper'ty.':'-._Lend'er may -
make proof of loss if Grantor fails to do so within fifteen (16) days of the casualty. Whether or.hot Lendar's *
sacurity is impaired, Lender may, at Lender's slection, receive and retain the proceeds of any insurance and’apply -
the proceeds to the reduction of the Indebtednass, payment of any lien affecting the Property, or the restoration’

end rapair of the Property. If Lender slects to apply the proceeds to restoration and repair, Grantor shail repair or E
replace the damaged or destroyed Improvements in a manner satisfactory to Lender. Lender shall, upen’
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:bean
disbursed within 180 days after their receipt and which Lender has not committed to the repair or restoration’ of
ihe Property shall be used first to pay any amount owing to Lender under this Deed of Trust, then to pay accrued
interest, and the remainder, if any, shall be applied to the principal balance of the Indebtedness. If Lender holds
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DEED OF TRUST
“ kean No: 5717294-1 (Continued) Page 5

_Subsequent Taxes. If any tax to which this section applies is enacted subseguent 10 the dats of this Deed of

 Trdst, this event shall have the same effect as an Event of Dafault, and Lender may exercise any or all of its

v~--avallable remedies for an Event of Default as provided bselow unless Grantor sither (1) pays the tax before it
bacomes.dslinquent, or {2) contests the tax as provided above in the Taxes and Liens section and deposits with
Lender cash or a sufficient corporata surety bond or other security satisfactory to Lander.

SECURITY AGFIEEMENT FINANCING STATEMENTS. The following provisions relating to this Desd of Trust as a
sacurity agreement are a part of this Deed of Trust:

Securlty Agraament This instrument shall constitute a Security Agreement to the extent any of the Property
constitites.fixturas, and Lander shall have all of the rights of a secured party under the Uniform Commarcial Code
as amended from tlme 1o time.

Sacurlty Interest Upop._ requast by Lender, Grantor shall take whataver action is requastad hy Lendar to perfact
and continua Lender 's‘security interest in the Personal Property. In additien to recording this Deed of Trust in the
raal property records sLender may, at any time and without further authorization from Grantor, fila executed
counterparts, copies or raproductions of this Deed of Trust as a financing statament. Grantor shall reimburse
Lander for all experfises incurred in perfecting or continuing this security interest. Upon default, Grantor shall not
remove, sever or detach the, /Personal Property from the Preperty, Upon default, Grantor shall assemble any
Parsonal Property not ‘affixed ta the Property in @ manner and at a place reasonably convenient to Grantor and
Lender and make it available to Lendar within three {3} days after receipt of written demand from Lender to the
axtent permitted by appllcable lanw.,

Addresses. The mailig addressee of Grantor (debter) and Lender (secured party) from which information
concerning the security interest grantéd by this Deed of Ttust may be obtained (sach as required by the Uniform
Commaercial Code) are as stated on the first page of this Deed of Trust.

FURTHER ASSURANCES; ATTDRNEY IN.FACT. The following provisions relating te further assurances and
attorney-in-fact are a part of this Deed of Tr_us’t:_,_Q'

Further Assurances. At any tinig, and ffom time to time, upon raquest of Lender, Grantor will make, execute and
deliver, or will cause to be made, executed or delivered, to Lendar or to Lender's designee, and when requested by
Lender, cause to be filad, recorded: refilad, 6t rérecorded, 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, segurity deeds, security
agreements, financing statements; centinuatiori statements, instruments of further assurance, certificates, and
other documents as may, in the sole opinion of Lender, be necessary ot desirable in order to effectuate, complete,
perfect, continue, or preserve (1} Grantor's obligations under the Credit Agreement, this Deed of Trust, and the
Related Documents, and (2} the liens and security interasts created by this Deed of Trust on the Property,
whather now owned or hereafter acquired by Grantor. Unless prohibited by faw or Lender agrees to the contrary in
wntlng, Grantor shall reimburse Lender for all costs and expensaes incurred in connection with the matters referred
to in this paragraph.

Attorney-in-Fact. If Grantor fails to do any of.tﬁe things refarred to in the preceding paragraph, Lender may do so
for and in the name of Grantor and at Grantar's éxpense. For such purposes, Grantor heraby irrevocably appoints
Lender as Grantor's attorney-in-fact for the purpege of making, executing, delivering, filing, recording, and doing all
other things as may be necessary or desirable, in Lender 's” sole oplmon to accomplish the matters referred to in
the precading paragraph. SR

FULL PERFORMANCE. If Granter pays all the Indebtedness when due, tarmmates the credit line account, and otherwise
performs all the obligations imposed upon Grantor under this Deed of ‘Trust, Lender shall exscute and deliver to Trustee
a raguest for full reconvayance and shall execute and deliver-to’ G;,antpr. 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‘le\n.ui " The grantea in any reconveyance may be
dascribed as the "person or persons lagally entitled thereto™, and the recitals in: tha reconveyance of any matters or
facts shali be conclusive proof of the truthfulness of any such matters pr facts.

EVENTS OF DEFAULT. Grantor will be in default under this Deed of* Trust if any of tha following happen: (A) Grantor
commits fraud or makes a material misrepresentation at any time in ‘eonhection with-the Credit Agresment. This can
include, for exampla, a false statement about Grantor's income, assets;- liabilitias, o any other aspects of Grantor's
financial condition. (B} Grantor does not meet the rapayment terms of the Cradit’ ‘Agreemient. (C) Grantor's action or
inagtion adversely affacts the collateral or Lender's rights in the collateral. “ This can include, for example, failure to
maintain required insurance, waste or destructive use of the dwelling, failure to:pay taxes, death of all petsons liable on
the account, transfer of title or sale of the dwelling, creation of a senior lien on the dwelling without Lender's
permission, foreclosure by the holder of another lien, o the use of funds or the’ dwe!hng for prohlblted purposes.

RIGHTS AND REMEDIES ON DEFAULT. If an Evant of Default oceurs under this Deed of Trust at any time thereafter,
Trustee or Lender may exercise any one or mare of the following rights and remedias: : .

Election of Remedies. All of Lender's rights and remedies will be cumulatlve and may be’ exerclsed alone or
together. An election by Lender to choose any one remedy will not bar Lender from using any-Gther remedy. If
Lender decides to spend money ar to parform any of Grantar’s obligations under this Deed of Trust, after Grantor's
failure to do so, that decision by Lender will not affect Lender’s right to declare Granitor |n default ‘and to exatcise
Lendet's remedies. : .

Accelerate Indebtedness. Lender shall have the right at its eption to declare the entire---lﬁde'bte;_ine‘és irh_rnediately
due and payable, :

Foreclosura. With respect to all or any part of the Real Property, the Trustee shall have tha r:ght to exermse its
power of sale and to foreclose by notice and sale, and Lendar shall have the right to foreclose by jud|c|ar
foraclosura, in either case in agcordance with and to the full extent provided by applicable law. . L

UCC Remedios. With respect to all or any part of the Personal Property, Lender shall have afl the nghts and
ramedies of a secured party under the Uniform Commercial Cods. .

Cellect Rants. Lender shall have the right, without notice to Grantor to take possession of and manage the b
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. !n furtherance of this right, Lender may require anhy tenant or:
other usar of the Property to make payments of rent ot use fees directly to Lender. If the Rents are collected by
Lender, then Grantar irrevocably designates Lender as Grantor's attorney-in-fact to endorse instruments Tecewed o
payment thareof in the name of Grantor and to negotiate the same and collect the proceeds. Payments by tenants T
or other users to Lender in response to Lender’s demand shall satisfy the obligations for which the payments are™
made, whather or not any praper grounds for the demand existed. Lender may exercise its rights under:; this
subparagraph either in parson, by agent, or through a receiver.

Appoint Receiver. Lender shalt have the right to have a receiver appointed 10 take possession of all or any part of

AT
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DEED OF TRUST
* Loan No: 5717294-1 (Continued) Page 7

& _:B'f:i;eﬁ'der.

K_G'dve_rning Law. This Deed of Trust will be governed by federal law applicable to Lender and, to the extent not
~ preempted-by federal law, the laws of the State of Washington without regard to its conflicts of law provisions.
Fhis: Deed: of Trust has been acceptad by Lender in the State of Washingten.

{Choies of Vanue If thate is a lawsuit, Grantor agrees upon Lendset's ragquest to submit to the jurisdiction of the
'ﬂcaurts of SKAGIT County, State of Washington.

Jamt and Several Liability. Al obligations of Grantor under this Deed of Trust shall ba joint and several, and all
references to’ Grantor shall mean sach and every Grantor. This means that each Grantor sighing below is
responsible f_or__all obligations in this Deed of Trust.

No Waiver By-Lendsr, - Grantor understands Lender will not give up any of Lender's rights under this Daed of Trust
unless Lender does so.in writing, The fact that Lender delays or omits to exarcisa any right will not mesn that
Lender has given up-thatiyight. If Lender does agree in wrmng to give up one of Lender's rights, that does not
mean Grantor will-not have.to comply with the other provisions of this Deed of Trust. Grantor also understands
that if Lender doas .consent 1w a raquest, that does not mean that Grantor will not have to get Lender's consent
again if the situatioh. happens again. Grantor further understands that just because Lender consents to ons or
more of Grantsr's requests Ahat dogs not mean Lender will ba required to consent to any of Grantor's future
requasts. Grantor wawas presantmant demand for payment, protest, and notice of dishonor.

Severability. If a court: fmds that.any provision of this Deed of Trust is not valid or should not be enforced, that
fact by itself will not-mean that the test of thia Deed of Trust will not be valid or enforced. Therefore, a court will
anforce tha rest of the provisioris of thls Deed of Trust even if a provision of this Deed of Trust may be found to be
invalid or unenforgeable.

Successers and Asslgns Sub]ect 0. any limitations stated in this Deed of Trust on wansfer of Grantor's interest,
this Deed of Trust shall be binding upon:ahd inure to the benefit of the parties, their successors and assigns. If
ownership of the Property bacomes vested in a person other than Grantor, Lender, without notice to Grantor, may
deal with Grantor's successors With vefstance to this Deed of Trust end the Indebtedness by way of forbearance or
extension without releasing Grantor from the obhgatlons of this Deed of Trust or liability under the Indebtedness,

Time i1 of the Essence. Time is of the _essanqq-lq the performance of this Deed of Trust.

Waive Jury. All parties to this Deé;i. of T._n;s_t 'h__e'“reby waive the right %
o

counterclaim brought by any party againgt any other party. lInitial Here'3

any action, proceading, or

Waiver of Homestead Exemption. Grantor ‘h'érab‘y, ~-'Fa_léasas and waives all righ%§ and bengfits of the homestead
exemption laws of the State ot Washingtan.as to-all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The following words shall have th_g fb!ldi}ving meanings when used in this Deed of Trust:
Beneficiary. The word "Bensficiary" means'PEE'}:_PLES BANK, and its successors and assigns.

Borrowst. Tha word "Borrower” means HARVEY R PEKICH and EMILY J PEKICH and includes all co-signers and
co-makars signing the Credit Agreement and ail thgir successors ‘and assigns.

Credit Agreament. The words "Credit Agreemant" mean the credit agreement dated September 27, 2011, with
credit ?In'“f of $173,260.00 from Grantor to Lender, together with all renewals of, extensions of,
modifications of, refinancings of, consolidations of,“and’ substlfutions for the promissory note or agreemant.
NOTICE TO GRANTOR: THE CREDIT AGREEMENT CONTAINS A VARIABLE INTEREST RATE.

Deed of Trust. The words "Deed of Trust" mean this" D'ead ‘of TEUSI among Grantar, Lender, and Trustss, and
includes without imitation all assignment and security interest prowsmns relatmg to the Personal Property and
Rents. !

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

Existing Indebtedness. Ths words "Existing indebtedness" rneah the indeb_t:edn;e__gs describad in the Existing Liens
provision of this Deed of Trust. Sy

Grantor. The word "Grantor" means HARVEY R PEKICH and EMILY J PEKICH

Improvements. The word "lmpravements” means all existing and future 1mprovements buildings, structures,
mobile homes affixed on the Real Propearty, facilities, additions, replacemants and othar ooenstruction on the Real
Property. ; .

Indebtedness. The word "Indebtedness” means all principal, |nterest,.kand Gther amounts, ‘costs and expenses
payable under the Credit Agreement ar Related Documents, together with call ranewals of, extensions of,
madifications of, consolidations of and substitutions for the Credit Agreament oF Ralated 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 Dead of Trust, together with-intefest” on . such amounts as
provided in this Deed of Trust. Specifically, without limitation, Indebtadness |ncludes all amounts that may be
indiractly secured by the Cross-Collateralization provision of this Deed of Trust.

Lender. Thae word "Lender” means PEQPLES BANK, its successors and assigns. The words "suegessors or
assigns” mean any person or company that acquires any interest in the Cradit Agraement.’

Personal Property. The words "Personal Property” mean all sguipment, fixtures, and other amcles of personal
property now or hereafter owned by Grantor, and now or hereafter attached or affixed-ta the Raal Prepertv,
together with all accessions, 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 I|mltat|on all msursmce
proceeds and refunds of premiums) from any sale or othet disposition of tha Property. P

Property. The word "Property” means collectively the Real Property and the Personal Praperty.

Real Property. The words "Real Property” mean the real property, interests and rights, as further desorlbed ln thrs
Deead of Trust. : :

Related Documents. The words "Related Documents” mean all promissory notes, credit agreements,: oan’
agreements, security agresments, mortgages, deeds of trust, security deeds, collateral mortgages, and alil other
instruments, agreaments and documeants, whethsr now or hereafter existing, executed in connection with: the’
Indebtedness; provided, that guaranties and environmental indemnity agreements are not "Related Documants“ and..--"‘
are not securad by this Deed of Trust, s

Rents. The word "Rents” means all present and future rents, revenues, income, issugs, royalties, profits, and

other banefits derived from the Property.
WAL
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