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Grantor(s):

1. JOHNSON| GARY L.~ "

2. JOHNSON, PEGGY : . .+

Grantee(s) i
1. PEOPLES BANI(
2. Land Title Co of Skaglt Countv Trustee

Legal Description: UIlIIT 16, OF SHOREWOOD MAP BOOK 9, MAP PAGE 82-83
| Additional on page 2

Assessor's Tax Parcell ID#: 4000-0004:016-0004/H69177
|

THIS DEED OF TRUST is dated May 30 2012,. amung GARY L. JOHNSON AND PEGGY
JOHNSON, HUSBAND AND WIFE, whose addrass is 18225 BEST RD, MOUNT VERNON, WA
982738103 (" Grant?r }; PEOPLES BANK, whosse mailmg address is MOUNT VERNON OFFICE,
1801 RIVERSIDE DF|IIVE MOUNT VERNON, WA". 98273 {referred to below sometimes as
"Lender™ and somatlmas as "Beneficiary™}; and Land Title. Co. of Skagit County, whose mailing
address is 111 E. George Hopper Rd, Burlington, WA 98233 (refarred to below as "Trustee").
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o COIWEYANCE -AND GRANT For valuable consideration, Grantor conveys to Trustee in trust with power of sale, right

* of éntry and possession and for the benefit of Lender as Beneficiary, all of Grantor's right, title, and interest in and to
the following : described real property. together with all existing or subsequently erected or affixed buidings.
improvements: and fnxtures& all aasements, rights of way, and appurtenances; all water, water rights and ditch rights
(ingluding stock In utilities jwith ditch or irrigation rights); and all other rights, rovalties, and profits relating to the real
property,-including- without limitation all minerals, oil, gas, geothermal and similar matters, {the "Realngropertv

located irt SKAGIT Cuunty, State of Washington:

LOT - 16. "SHOHEWDOD" ACCORDING TO THE PLAT THEREOF RECORDED IN VOLUME 9
OF PLATS, PAGES 82 AND 83, RECORDS OF SKAGIT COUNTY, WASHINGTON.

The Real Property or |ts address is commonly known as 17022 ISALND VIEW LAND,

LACONNER, WA - 88257, The Real Property tax identification number is

4000-000-01 '6_;0004/5__69 177.

CROSS-COLLATERALIZATION. < In addition to the Note, this Deed of Trust secures all obligations, debts and liabilities,
plus interest thereon, of elther Grantor or Borrower to Lender, or any one or morg of them, as well as all claims by
Lender against Borrower ahid Grantor ‘or_any one or more of them, whether now existing or hereafter arising, whether
related or unrelated to the .purpose of the Note, whether voluntary or otherwise, whether due or not due, direct or
Indirect, determined or undetermiriad, absolute or contingent, liguidated or unliquidated, whether Borrower or Grantor
may be liable mdlvrduallvlor jointly with others, whet obligated as guarantor, surety, accommodation party or
otherwise, and whether recovery upon: uch,amo pay be or hergafter may become bamed by any statute of
limitations, and whather | ‘ amounts may be or hereafter may become otherwise
unenforceable. (Initial Here

Grantor hereby assigns as!security to Lender, all offGrantor's right, title, and interest in and to all leases, Rents, and
profits of the Property. This assignment’ is recqfd i
assignment i3 intended to be specific, parfected.gifd choate upon the recording of this Deed of Trust. Lender grants to
Grantor a license to collept the Rents and profits, swhich 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 Code seeunty interést m the F'ersonal Prapertv and Rents.

THIS DEED OF TRUST, INCLUDING THE ASSlGNMENT 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 CBLIGATIONS UNDER THIS DEED BF TRUST THIS DEED OF TRUST IS GIVEN AND ACCEPTED ON
THE FOLLOWING TEAMS: |

GRANTOR'S REFHESENTATIONS AND WARHANTtES Grantor warrants that: ({a) this Deed of Trust is executed at
Borrower's request and no; at the request of Lender, {b) Grantor has the full power, right, and authority to enter into
this Dasd of Trust and to hypothecate the Property; “{c) the provisions of this Deed of Trust do not conflict with, or
result in a default under any agreement or other instfuiment binding-upén Grantor and do not result in a violation of any
law, regulation, court decree or order applicable to Grantor; {d}Grantor has established adequate means of obtaining
from Borrower on a contlnumg basis information sbout Borrewer's financial condition; and (e} Lender has made no
representation to Grantor about Borrower {including without I|m|tat|on the credrtworthmess of Borrower).

GRANTOR'S WAIVERS. Cirentor waives all rights or defenses arising by reason of any "one action™ or "anti-deficiency™
law, or any cther law wplch may prevent Lender from bringing.any-action against Grantor, including a claim for
daficiency to the extent Lender is otherwise entitled to a claim.for deflclency, “before or after Lender's commencement
or completion of any foreclosure action, either judicially or by exercise of a power of sale.

PAYMENT AND PERFORMiAI\ICE Except as otherwise providad in thrs ﬁeed of Trust, Borrower and Grantor shall pay
to Lender all Indabtedness secured by this Deed of Trust as it becomes due, and Borrower and Grantor shall strictly
perform all their respective|obligations under the Note, this Deed of Trust and the Related Documents.

POSSESSION AND MAINTENANCE OF THE PROPERTY. Borrowsr and Grantpr agree that Borrower's and Grantor's
possassion and use of the Property shall be governed by the following provisions: .

Possession and Use. | Until the ocourrence of an Event of Default, Grantalf_:mav ('1_) : femain 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 licénse from Lender to Grantor autornatically revoked upon defsult. The following provisions
relate to the use of the Property or to other limitations on the Property. The, Fleal Propertv is not used principally
for agricultural purpost

Duty to Maintain. Grantor shall maintain the Property in tenantable condltron and pmmptly perform all repairs,
replacements, and maintenance necessary to preserve its value.

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance nor comrmt- permrt or suffer any
stripping of or waste lon or to the Property or any portion of the Property. Without limiting-the génerality of the
foregoing, Grentor will not remove, or grant to any other party the right to remove, any timber, minerals (including
oil and gas}, cosl, clay, scoria, soil, gravel or rock products without Lender's prior written consent

Removal of Improvements. Grantor shall not demolish or remove any Improvements. from the Real.Property
without Lender’s prior written consent. As a condition to the removal of any Improvemients, Lender: mav require
Grantor to make arrangements satisfactory to Lender to replace such Improvements with Improvements of -at least
equal valus. T

Lendet's Right to Enter Lender and Lender's agents and representatives may enter upon the Heal F'ropertv at all
reasonable times to ‘attend to Lender's interests and to inspect the Real Property for purpuses of Grantors
compliance with the terms and conditions of this Deed of Trust.

Compliance with quernmental Requiremants. Grantor shall prompdy comply, and shall promptly cause"
compliance by all agents, tenants or ather parsons or entities of every nature whatsoever who Tent, leasg or
otherwise use or occupy the Property in any manner, with all laws, ordinances, and regulations, nowor-hereafter”
in effect, of all governmental authorities applicable to the use or occupancy of the Property, including:witheut & ¢
limitation, the Americans With Disabilities Act, Grantor may contest in good faith any such law, ordinance, of - -
regulation and wnthho\d compliasnge during any proceeding, including appropriate appeals, 50 long as Grantor.has: .
notified Lender in WI'Iltll'lg prior to doing so and so long @s, in Lender's sole opinion, Lender's Interests in the .
Proparty are not jeopardized. Lender may require Grantor to post adequate security or a surety bond, reasonahlv;.'“
satisfactory to Lendel4 to protect Lender's interest.

Duty to Protect. Grantor agrees nheither tc abandon or laave unattendsd the Property. Grantor shall do all other“ﬁ
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acts, in addntlon to those acts set forth above in this section, which from the character and use of the Property are
reasonabi\r necessary to protect and presarve the Property.

DUE ON SALE - CQNSENT BY LENDER. Lender may, at Lender's option, (A) declare immediately due and payable all
sums secured by this Deed of Trust or (Bl increase the interest rate provided for in the Mote or other documant
evidencing the lndebtedness and impose such other conditions as Lender deems appropriate, upon the sale or transfer,
withou Lender's prior written gonsent, of all or any part of the Real Property, or any interest in the Real Property. A

“sale or transfer mieans the conveyance of Real Property or any right, title or interest in the Real Property; whether
legel, beneficial or eqmtabfe whether veluntary or involuntary; whether by outright sale, deed, installment sale contract,
land contract, contract for|deed, leasehold interest with a term greater than three (3) vears, lease-option contract, or by
sale, assignmient, or transfer of any beneficial interest in or to any land trust holding title to the Real Property, or by any
othar method of convevance ‘of an interest in the Real Property. However, this option shall not be exercised by Lender
if such exercise is prohlbrted I:y faderal law or by Washington law.

TAXES AND I.IENS The [follawmg provisions relating to the taxes and liens on the Property are part of this Deed of
Trust:

Paymant. Grantor shiall- payawhen due {and in all events prior to delinquency) all taxes, special taxes, assessments,
charges (including water .and-sewatl, fines and impositions levied against or on account of the Property, and shall
pay when due all claimé for' work done on or for services rendered or material furnished to the Proparty. Grantor
shall maintain the Prubenv free of all liens having priority over or equal to the interest of Lender under this Deed of
;’USt except for the Yen of Xaxas. and assessments not due and except as otherwise provided in this Deed of
rust
\

Right to Contest. Grantor may wrthhold payment of any tax, assessment, or ¢laim in connection with a good faith
dispute over the obllgatlon to pay, so:long:as Lender’s interest in the Property is not jeopardized. If a fien arises or
is filed as a result of|nonpayment, Graritor' shall within fifteen {15) days after the lien arises or, if a lien is filed,
within fifteen {15) days after.Grantot ha§ notice of the filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lender cash or a, sufficient corporate suraty bond or other security satisfactory to Lender in an
amount sufficient to dtscharge the lign plus any-costs and attormeys' fees, or other charges that could accrue as a
result of a foreclosurg or sale ‘under thelien.. Tn any contest, Grantor shall defend itself and Lender and shall
satisfy any adverse ;L:Egment before enforcement against tha Property. Grantor shall name Lender as an additional
obligee under any surety bond furnushed n the gontest proceedings.

Evidence of Payment.| Grantor shall upon demand furnish to Lendar satisfactory evidence of payment of the taxes
or assessments and shall authorize the appropriate ‘governmental official to deliver 1o Lender at any time a written
statement of the taxes and assessmsnts-against the Property.

Notice of Construction. Grantor shall notify Lender at least fifteen (15} days before any work is commenced, any
services are furnished, or any materisls are .supplied to the Property, it any mechanic's lien, materialmen’s lien, or
other lien could be asiserted on account of the work, services, or materials. Grantor will upon request of Lender
furnish to Lender adyance assurances satlsfactorv to Lender ﬂ'lat Grantor can and will pay the cost of such
improvements. i :

PROPERTY DAMAGE INSURANCE The following prows:ons relatmg to msunng the Property are a part of this Deed of
Trust. .

Maintenance of Insurance. Grantor shall procure and mamtaln pohcles of fire insurance with standard extended
coverage endorsements on & replacement basis for the full insurable value covering all Improvemeants on the Real
Property in an amounlt sufficient to avoid application of any cdinsurance clause, and with & standard mortgages
clause in favor of Lenger Grantor shall also procure and maintain comprehenswe general liability insurance in such
coverage amounts as Lender may request with Trustea and Lendar, bizing named as additional insureds in such
liability ingurance PO|IIGIGS Additionally, Grantor shall maintain such other :insurance, including but not limited to
hazard, business intesruption, and bollar insurance, as Lender mav reasonably require. Policies shali 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 satisfactory to Lender;:in¢luding stiputations that coverages wilf not be
cancelled or diminishdd without at least thirty (30} days prior writterr-neotice. 1o Lander, Each insurance policy also
shall include an endorsement providing that coverage in favor of Lender will not ba tmparred in any way by any act,
omission or default ofi Grantor or any other person. The Real Property is or will be located in an area designated by
the Director of the Federal Emergency Management Agency as a spectal #lood hazard area. Grantor sgress to
obtain and maintain Federal Flood Insurance, if available, for the full unpaid_principai-balangce of the loan and any
prior lisns on the property securing the loan, up to the maximum pelicy “timits set. under the National Flood
Insurance Program, or 8s otherwise required by Lender, and to maintain suchi-insurance forthe term of the loan.

Application of Proceeds. Grantor shall promptly notify Lender of any loss or demage 10 the Property. Lender may
make proof of loss if Grantor fails to do so within fifteen (15) days of the casualty. Whether or not Lender’s
security is impaired, Lender may, at Lender's slaction, receive and ratain the prodesds of any insurance and apply
the proceeds to the feduction of the Indebtedness, payment of any lien effecting.thie Pruperty, _of ‘the restoration
and repair of the Proﬂamr if Lender elects to apply the proceeds to restoration and repair, Grantor shall repair or
replace the damaged or destrayed lmprovements in a manner satisfactory to Lender. Lender shall, upon
satisfactory proof of lsuch expenditure, pay or reimburse Grantor from the proceeds for<the regsonsble cost of
repair or restoration if Grantor is not in default under this Deed of Trust. Any proceeds which havé not baen
disbursed within 180, days after their receipt and which Lender has not committed to theé repait or rgstoration of
the Property shall be used first to pay eny ameunt owing to Lender under this Deed of Trust, then {0 pay accrued
interest, and the remainder, if eny, shall be applied to the principal balance of the Indebtedness. it Lender holds
any proceeds after payment in full of the Indebtedness, such proceeds shall be paid without lnterest to Grantor as
Grantor's interests may appear.

Grantor's Report on Ihsurancs. Upon request of Lender, however not more than once a year, Grar__ltor shall furnlsh}.

to Lender a report 01'1 each existing policy of insurance showing: (1) ths name of the insurer;: (2} the risks )
insured; (3} the amount of the policy; (4) the property insured, the then cument replacement ‘value of such .
property, and the manner of determining that value; and (5} the expiration date of the policy. Grantor shall, upon
request of Lender, have an independent appraiser satisfactory to Lender detetmine the cash value replacement oSt
of tha Property. |

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lender's Interest in -

the Property or if Grantor |fa|Is to comply with any provision of this Deed of Trust or any Related Documents, lncludmg

but not imited to Grantoris failure to discharge or pay when due any amounts Grantor is required to discharge or pay -

under this Deed ot Trust or any Related Documents, Lender on Grantor's behalf may {(but shall not be obligated to) take .

any action that Lender deems appropriate, including but not limited to discharging or paying all taxes, hiens, security

interasts, encumbrances and other claims, at any time levied or placed on the Property and paying all costs for insuring,
|
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* imaintaining. and preserving the Property. All such expenditures incurred or paid by Lender for such purposes will then

. bear interast at the rate charged under the Note from the date incurred or paid by Lender to the date of repayment by

=~ Grantor. All:such expenses wliil become a part of the Indebtedness and, at Lender's option, will {A) be payable on
demand; (B} be added to the balance of the Note and be apportioned among and be payable with any installment
payments to become due during either {1) the term of any applicable insurance policy; or {2} the remaining term of
the Note; or{CJ be treated as a balloon payment which will be due and payable at the Nota's maturity. The Deed of
Trost also.will'secure payment of these amounts. Such right shall be in addition to all other rights and remedies to
which, Lender may be ‘entitled upon Default,

WAHHANTY DEFENSE ()F‘l TITLE. The following provisions relating to ownership of the Property are a part 0f this Deed
of Trust: .-~ .
5

Title. Grantor warrante that: (a} Grantor holds good and marketable title of record to the Property in fee simple,
free and clear 'of all‘liens and encumbrances other than those set farth in the Real Property descnpﬂon or in any
title insurance policy,’ tltle report, or final title opinion issued in favor of, and accepted by, Lender in connection
with this Deed of Trust. and tbl Grantor has the full right, power, and authority to execute and deliver this Deed of
Trust to Lender.

Defense of Title. Subject to the exception in the paragraph sbove, 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 commenced
that questions Grantor's tilé or the interest of Trustee or Lendsr under this Deed of Trust, Grantor shall defend the
action at Grantor's eu?pense “Granter may be the nominal party in such proceeding, but Lender shall be entitled to
participate in the procéeding and-to'be represented in the procesding by counsel of Lender's own choice, and
Grantor will deliver, eg cause to be defivered, to Lender such instruments as Lender may request from time to time
te permit such partlclpatlon

Comphance With Lews.- Grantor warrants that the Property and Grantor’s use of the Property complies with all

existing applicable laws, ordlnences, end ragulations of governmental authorities.

Survival of Haprosent!atlons and Warrentes All representations, warranties, and agreements made by Grantor in
this Deed of Trust shall survive the execution and delivery of this Deed of Trust, shall be continuing in nature, and

shall remain in full force and effect {antil sunh time as Borrower's indebtedness shall be paid in full.
CONDEMNATION. The follnwmg provissons relatmg to ‘condemnation procesdings are a part of this Deed of Trust:

Proceasdings. If any proceeding in condemnatlon is filed, Grantor shall prompty notify Lender in writing, and
Grantor shall promptly take such steps as may be necessary to defend the action and obtain the award. Grantor
may be the nominal party in such proceeding; but Lender shall be entitled 10 participate in the proceeding and to be
reprasented in the proceeding by counsel of its-own’choice ali &t Grantor's expense, and Gramor will deliver or
cause to be delivered to Lender such mstrumants 4and documentation as may be requested by Lender from time to
time to permit such participation.

Application of Net Proceeds. if all or any part of the Property is condemned by eminent domain proceedings or by
any proceeding or purchase in lieu of condemnation, Lender may at its election require that all or any portion of the
net proceeds of the dward be applied to the Indabtedness or the repair or restoration of the Property. The nat
proceeds of the award shall mean the award aftar payment of all reasonable costs, expenses and attormeys' fees
incurred by Trustee or‘ Lender In connection with the condemnahon

IMPOSITION QF TAXES, FEES AND CHARGES BY GOVEHNMENTAL AUTI-IOHITIES The following provisions relating
to governmental taxes, fees and charges are a part of this Deed of Trust:

Current Taxes, Fees and Charges. Upon request by Lender Grantef shall execute such documents in addition to
this Deed of Trust and take whatever other action is requested by Lender ‘to perfect and continue Lender's lien on
the Real Property. Grantor shall reimburse Lender for all tixes, @5 described below, together with all expenses
incurred in recording, perfecting or continuing this Deed of Trust, including without limitation all taxes, fees,
documentary stamps, ‘and other charges for recording or registenng this Deed of Trust.

Taxes. The followung shall constitute taxes to which this section applies: {1} a specific tax upon this type ot
Deed of Trust or upon all or any part of the Indebtedness secured. by this Deed of Trust; (2) a specific tax on
Borrower which Borrowar s authorized or required to deduct from .paymenis oriifie:Indebtedness secured by this
type of Deed of Trust: (3} a tax on this type of Deed of Trust chargeable against.the Lender or the holder of the
Note; and (4) a specific tax on all or any portion of the Indebtedness or on payments of principal and interest
made by Borrower. i

Suhsequent Taxes. f any tax to which this section applies is enacted: subsequent 1o the date of this Deed of
Trust, this event shall have the same etfect as an Event of Default, and Lender may exercise any or ali of its
available remedies for an Event of Default as provided below unless Grantor either -{1).-'pays the tax before it
becomes delinguent, 6r {2) contests the tax as provided above in the Taxes and Liéns: Section and deposits with
Lender cash or a sufflment corporate surety bond or other security satisfactory to Lender

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions reia‘tmg to thss Deed of Trust as a
security agreement are a p‘art of this Deed of Trust:

Security Agreement. | This instrument shall constitute a Security Agreement to the extent anv of the Property
congtitutes fixtures, qnd Lendar shall have all of the rights of a secured party under the Umform Comrnercial Code
as amended from time to time.

Security Interest. Upon request by Lender, Grantor shsll take whatever sction is requested bv Lendar to perfect
and continue Lender's security interest in the Rents and Persanal Property. In addition to recording fhis.Oeed of
Trust in the real property records, Lender may, at any time and without further autharization“from Grantor; file
executed counterparts, copies or reproductions of this Deed of Trust as a financing statement. -Grentor shall
reimburse Lender for afl expenses incurred in perfecting or continuing this security interest. Upon: detault, Grantor
shall not remove, se\ier or detach the Parsonal Property from the Property. Upon default, Grantor shall _assemble.
any Personal Propertv not affixed to the Property in a mannar and at & place reasonably convenientto, Grantor and -
Lender and make it available to Lender within three |3) days after receipt of writtan demand from, Lender to the
extent permitted by applicable law.

Addresses. The me‘llmg addresses of Grantor (debtor) and Lender (secured party) from which lnformetlen g
congcerning the secunity interest granted by this Deed of Trust may be obtained (each as required by the Umform X
Commercial Code) are gs stated on the first page of this Deed of Trust. I

FURTHER ASSURANCES: ATTORNEY-IN-FACT. The tollowing provisions refating to further agsyrances ar!d S .
attorngy-in-fact are a part of this Deed of Trust: i

Further Assurances. At any time, and from time to time, upon request of Lender, Grantor will make, executs and=_=:.'"'
deliver, or will cause ﬁo be made, executed or delivered, to Lender or to Lender's designee, and when requested by
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I
) Lender, cause to be filed, recorded, refiled, or rerecorded, as the case may be, at such times and in such offices
#'and“plates. as Lender may deem appropriate, any and all such mortgages, deeds of trust, security deeds, security
£ Agreements, fmancing statements, continuation statements, instruments of further assurance, certificates, and
. :other doguments as may, In the sole opinion of Lender, be necessary or desirable in order to effectuate, complete,
. ‘perfect, continue, or preserve (1) Borrower's and Grantor’s obligations under the Note, this Deed of Trust, and
: the Related Doduments, and (2] the liens and security interests created by this Deed of Trust as first and prior
"Ilens an‘the. Prcn:uartvq whether now owned or hereafter acquired by Grantor. Unless prohibited by law or Lender
agreds to.the. ¢ontrary in writing, Grantor shall reimburse Lender for all costs and expenses incurred in connection
with the matters reterred to in this paragraph.

Attornav-m-Fact I Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do so
for and in the pame qf ‘Grantor and at Grantor's expense, For such purposes, Grantor hereby irrevocably appoints
Lender as Grantor's attorney-in-fact for the purpose of making, executing, delivering, filing, recording, and doing all
other things as May be necessary or desirable, in Lender's sole opinion, to accomplish the matters referred to in
the precedlng paragra]ph ‘

FULL PERFORMANCE. if- Borrower and Grantor pay all the Indebtedness when due, and Grantor otherwise performs ail
the obligations imposed upon Grantor under this Deed of Trust, Lender shall execute and deliver ta 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:$ecurity interest in the Rents and the Perscnal Property. Any reconveyance fee shall be paid
by Grantor, if permitted" lby spplicable law. The grantee in any reconveyance may be described as the "person or
persons legally entitled thgreto and the recitals in the reconveyance of any matters or facts shall be conclusive proof
of the truthfulness of any such matters or facts.

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

Payment Default. Borrowér fa!ls ‘1o make é"ny payment when due under the Indebtedness.

Other Defautts. Borr‘ower or Grantor’ fa1ls to comply with or to perform any other term, obligation, covenant or
condition contained i ll;i this Deed of Trust or.in@ny of the Related Documents or to comply with or to perform any
term, obligation, cove!nant or condition eontasned in any other agreement between Lender and Borrower or Grantor,

Compliance Default. | Failure to cempiy w1th anv other term, obligation, covenant or condition contained in this
Deed of Trust, the No|te or in any of the' Relatad Documents.

Default on Other Payments. Failure of Grantor Wlthtn the time required by this Deed of Trust to make any payment
for taxes or msursnce!. or any other pavment necessary to prevent filing of or to effect discharge of any fien.

False Statements. Any warranty, representatlon r statement made or furnished to Lender by Borrower or Grantor
or on Borrower's or Grantor's behalf under this Deed of Trust or the Related Documents is false or misleading in
any material respect,\ either now or at the' tlms made or furnished or becomes false or misleading at any time
thereafter.

Defective Collateralization. This Deed of Trust or any of the Fteiated Documents ceases to be in full force and
effect (including failufe of any collateral document to creata a valrd and perfected security interest or lien) at any
time and for any reason. .

Death or Insolvency. |The disgolution or termination of Borrower s or Grantor § existence as a going business, the
insolvency of Borrower or Grantor, the appolntment of-a receiver for any part of Borrower's or Grantor's property,
any assignment for the benefit of creditors, any type of tréditor-workout, or the commencemant of any proceeding
under any bankruptcvi or insolvency laws by or against Borrower o Grantor.,

Creditor or Forfeiture Proceedings. Commencement of foreclosure of forfeiture proceedings, whether by judicial
proceeding, self-help; repossession or any other method, by :any creditor ‘of Borrower or Grantor or by any
governmental agency, against any property securing the Indebtedness. Thig includes a garnishment of any of
Borrower’s or Grantor $ accounts, including deposit eccounts, with Lender, However, this Event of Default shall
not apply if there is a good faith dispute by Borrower or Grantor. as. to the validity or reasonableness of the claim
which is the basis of the creditor or forfeiture proceeding and if Borrower or Grantor-gives Lender written notice of
the creditor or forfeltthre proceeding and deposits with Lender monias or a surety-bond for the creditor or forfeiture
proceeding, in an amcfunt determined by Lender, in its sole discration, as bemg an adequate reserve or bond for the
dispute. I g

Breach of Other Agreement Any breach by Borrower or Grantor under the ‘terms m‘ any other agreement between
Borrower or Grantor and Lender that is not remedied within any grace period. provided ’thefeln, including without
limitation any agreerrlent concerning any indebtedness or other obligation. of. Borrower or Grantor to Lender,
whether existing nowor later. :

Events Affacting Guadrantor. Any of the preceding events occurs with respect to 'anv Guar’aritor of any of the
Indebtedness or any !Guarantor dies or becomes incompetent, or ravokes or dlsputes the vahdrty of, or liability
under, any Guaranty ef the Indebtadness.

Adverse Change. Al material adverse change occurs in Borrower's or Grantors fmanclal condrtion, gr Lender
believas the prospec‘t|of payment or performance of the Indebtedness is impaired. N

Insecurity. Lender in guod faith believes itself insecure.

Right to Cure, 1f any|default other than a default in payment is curable and if Grantor has not been gmen & notice
of a breach of the same provision of this Deed of Trust within the preceding twelve {12} months,.it may be cured if
Grantor, after Lender sends written notice to Borrower demending cure of such default: 1] cures’ the -default
within fifteen [15) days; or (2) if the cure requires more than fifteen {15} days, immediately ipitiates steps which
Lender deems in Lender's sole discretion to be sufficient to cure the default and thereaftér continues and
completes zll reasonab|e and necessary steps sufficient to produce compliance as soon as reasonably pracucal k

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

Elaction of Hemadles* Election by Lender to pursue any remedy shall not exclude pursuit of any ather remedv. ar\d
an election to make expenditures or to take action to perform an obligation of Grantor uner this Deed of Trust,_--
after Grantor's fanlure]m perfarm, shall nat affect Lender's right to deciare a default and exercise its remedigs. . :

Accaelarate !ndebtednpss Lender shall have the right st its option to declare the entire indebtedness |mmed1ateiy_- O
due and payable, including any prepayment penalty which Borrower would be required to pay. L

Fereclosure. With respect to all or any part of the Real Froperty, the Trustee shall have the right to exercise’ lts.=i-'"
power of sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by judicia?
foreciosure, in either case in accordance with and to the full extent provided by spplicable law.
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* -UCC Remadiss. With respect to all or any part of the Personal Property, Lender shall have all the rights and
) ren"l_rag:_!ie’s.pf a secured party under the Uniform Commercial Code.

© Collect Rents. Lender shali have the right, without notice to Borrower or Grantor to take possassion of and
i smanage 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. [n furtherance of this right, Lender mav require any
5 “tenant.or other. user of the Property to make payments of rent or use fees directly to Lender. I the Rents are
'-.poilected by. ‘Lender, then Grantor irrevocably designates Lender as Grantor's attorney-in-fact to endorse
tnstruments “received !in payment thereof in the name of Grantor and to negotiate the same and collect the
proceads: Payments by tenants or other users to Lender in response to Lender's demand shall satisfy the
obhgatrons tor, which. the payments are made, whether or not any proper grounds for the demand existed. Lender
may exercise. its ngh‘ts_under this subparagraph either in person, by agent, or through a receiver.

Appoint Raceiver. Lender shall have the right to have a receiver appointed to take possession of all or any part of
the Proparty, with the' POWes 10 protect and preserve the Property, 10 operate the Property preceding or pending
fareclosure or. sale, und o ‘collect the Rents from the Property and apply the proceeds, over and above the cost of
the receivership; agamst the Indebtedness. The receiver may serve without bond if parmitted by law. Lender's
right to the appo:ntmem of areceiver 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
recefver.

Tenancy at Sulfarance lf Grantor, remains in possession of the Property after the Froperty Is sold as provided
above or Lender otherise becomes entitled to possession of the Property upon default of Borrower or Grantor,
Grantor shall becomid a tendnt at sufferance of Lender or the purcheser of the Property and shall, st Lender's
option, either (1) pay a reasonable rental for the use of the Property, or (2} wvacate the Property immediately
upon the demand of Lendef i

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

Notice of Sale. Lander shall give. Grantor reasonabie notice of the time and place of any public saie of tha Personal
Property or of the time after which any prlvate ‘sale or other intended disposition of the Personal Property is to be
made. Reasonable notice shall mean noti¢e glven at least ten {10} days before the time of the sale or disposition.
Any sale of the Personal Proparty rnav be-made in conjunction with any sale of the Real Property.

Sale of tha Property.  To the extent permrtted bv applivable law, Berrower and Grantor hereby waives any and all
rights to have the Property marshalled. |n exércisingits rights and remedies, the Trustee or Lender shall be free 1o
soll all or any part of the Property togethar dr separately, in one sale or by separate sales. Lender shall be entitled
to bid at any public sale on all or any portign of the Property.

Attorneys’ Fees; Expenses. |f Lender institutes any suit or action to enforce any of the terms of this Deed of
Trust, Lender shall be entitled to recover such sum as the court may adjudge reasonable as attorneys' fees at tial
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 arg necessary at any time for the protaection of its
interest or the enforcement of its rights shall béceme s part of the Indebtedness payable on demand and shall bear
interest at the Note rate from the date of the expenditure until repaild. Expenses covered by this paragraph includs,
without limitation, however subject ta any limits under apphcable law, Lender’s attorneys® fees and Lender's legai
expenses, whether or not there is a iawsuit, including attorneys'” fees and expenses for bankruptey proceedings
{including efforts to modify or vecate any automatic stay.or injunction), appeals, and any anticipated post |udgment
collection services, the cost of searching records, obtéining title reports {including foreciosure reports), surveyors'
reports, and appralsal fags, title insurance, and fees for the-Trustes, 1o the extent permitted by applicable law.
Grantor also will pay anv court costs, in addition to all other sums pru\nded by law.

Rights of Trustee. Trustee shall have all of the rights and duties of Lender as set forth in this section,

POWERS AND OBLIGATIONS OF TRUSTEE. The following prowalons relatmg to. the powers and obligations of Trustee
{pursuant to Lender's instructions) are part of this Deed of Trust: :

Powaers of Trustee. In addition to all powers of Trustee arising as a metter of law, Trustee shall have the power to
take the following actions with respect to the Property upon the written.réquest of Lender and Grantor: (a) join in
preparing and filing a map or plat of the Real Property, including the dedication 'of streets or other rights to the
public; (b} join in granting eny easemant or creating any restriction on’ the Real Praoperty; and (¢} joinh in any
subordination or other agreemaent affecting this Deed of Trust or the intergst:of Lender under this Deed of Trust.

Obligations to I'bln:btﬂ'yR Trustee shall not be obligated to notify any other. pérty of a péndmg sale under any other
trust deed or lien, or of any action or proceeding in which Grantor, Lender,-or. Trustee shall he a party, unless
reguired by applicable law, or unless the action or praceeding is brought by Trustee.

Trustee. Trustee shall meet all qualifications required for Trustee under applicable la\h In agdition to the rights
and remedies set forth above, with raspect to all or any part of the Property, the Trustee shall:have the right to
foreclose by notice and sale, and Lender shall have the right to foreclose by judlcual foreciosure. in either case in
accordance with and 1o the full extent provided by applicable law. . -

Successor Trustee, Lender, at Lender's option, may from time to time appoint a suecessor Trustee tu any Trustee
appointed under this Deed of Trust by an instrument executed and acknowledged by Lender and recorded in the
office of the recorder of SKAGIT County, State of Washington. The instrument shall contain, in addition to sll
other matters reguired by state law, the names of the ongmal Lender, Trustee, and Grantor, the/book and page or
the Auditor's File Number where this Deed of Trust is recorded, and the name and address of the successor
trustee, and the instrument shall be executed and acknowledged by Lender or its SUCCEsSOrs’ in-interest... The
successor trustee, without conveyance of the Property, shall succeed to all the title, power, and duties conférred
upon the Trustee in this Deed of Trust and by applicable law. This procedure for substltut:on of Trustge shall
govern to the exclusion of all other provisions for substitution, . .

NOTICES. Subject to applicable law, and except for notice required or allowed by law to be given in another rnanner, 4
any notice required to be given under this Deed of Trust, including without limitation any notice of default and:any =
notice of sale shall be given in writing, and shall be effective when actually delivered, when actually. raceived by
telefacsimile (unless otherwise required by lawl, when deposited with a nationally racognized overnight courier, or;/if - -
mailed, when deposited inithe United States mail, as first class, certified or registered rail postage prepaid, directed to
the addresses shown near the beginning of this Deed of Trust. All copies of notices of foreclosura 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 beginning of .
this Deed of Trust. Any party may change its address for notices under this Deed of Trust by giving formal written; ..

notice to the other parties, specifying that the purpose of the notice is to change the party's address. For notice .-
purposes, Grantor agrees to keep Lender informed at all times of Grantor's current address. Subject to applicable law, .~

and except for notice reqt.!ired or allowed by law to be given in another manner, if thera is more than one Grantor, any
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notlce given by Lender to any Grantor is deemed to be notice given to all Grantors.
MISCELLANEOUS PROVISIONS. The following riscellaneous provisions are a part of this Dead of Trust:

i :Amendments This Deed of Trust, together with any Related Documents, constitutes the entire understanding and

. ‘agreement of the parties as to the matters set forth in this Deed of Trust. No alteration of or amendment to this

= Deed of Trust shall be efective unless given in writing and signed by the party or parties sought to be charged or
bound by the alteratlon or amendment.

Annual Repons It the Property is used for purposes other than Grantor's residence, Grantor shall furnish to
Lender;’ upon: requast, a certified statement of net operating income received from the Proper‘tv during Grantor's
previgus fiscal ‘year:in such form and detail as Lender shall require. "Net opergting income” shall mean all cash
receipts from the Property less all cash expenditures made in connection with the operation of the Property.

Caption Headings:" Capt:un headings in this Deed of Trust are for corvenience purposes only and are not to be
used to interpret or defme the provisions of this Deed of Trust.

Merger. Thare. shal! be. no'rherger of the interest or estate created by this Deed of Trust with any othec interest or
estate in the Property at any tlme held by or for the benefit of Lender in any capacity, without the written consent
of Lender,

Governing Law. Thas Deed of Trust will be governed by federal law applicable to Lender and, to the extent not
preempted by fadetal law, the laws:of the Stata of Washington without regard to its conflicts of law provisions.
This Deed of Trust has been accepmd by Lender in the State of Washington.

Cholce of Venue. If there is & lawsuit, Grantor agrees upon Lender's reguest to submit to the jurisdiction of the
courts of SKAGIT C0untv, State of Washmgmn

Joint and Several Llablllty ~All oblrgatlcins of Borrower and Grantor under this Deed of Trust shall be joint and
several, and alt references to Grahtor shali ' mean each and every Grantor, and all references to Borrower shall mean
each and every Borrower. Thls means that each Grantor signing below is responsible for all obligations in this
Deed of Trust.

No Waiver by Lender. Lender shall notbe’ deemed to have waived any rights under this Deed of Trust unless such
waiver is given in wntrng and signed by Lender.-No dalay or omission on the part of Lender in exercising any right
shall operate as a waiver of such righit or'any other right. A walver by Lender of 5 provision of this Dead of Trust
shall not prejudice or constitute a weiver of Lender's right otherwise to demand strict compliance with that
provision or any other provision of this Desd of Trust No prior waiver by Lender, nor any course of dealing
between Lender and Grantor, shall constitufe a waiver of any of Lender's rights or of any of Grantor's obligations
as to any future transactions. Whenevet. the gonsént of Lender is required under this Deed of Trust, the granting
of such congent by Lender in any instance shall‘not constitute continuing consent to subsequent Instances where
such consent is requifed and in all cases such tonsent may be granted or withheld in the sole discretion of Lender.

Severability. If a court of competent ]urlsdlctlon finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable as to any person or gircumstance, that finding shal] not make the offending provision iltegal, invalid,
or unenforceable as to any other person or circimstance. If:feasible, the offending provision shall be considered
modified so that it becomes legal, valid and enforceabie. If the'offanding provision cannot be so modified, it shall
be considered deleted from this Deed of Trust. Unless otherwige’required by law, the illegality, invalidity, or
unenforceability of any provision of this Deed of Trust shall not affect the legality, validity or enforceability of any
other provigion of this Deed of Trust.

Successors and Assigns. Subject to any limitations stated i th:s Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shall be binding upon and inure to the benefit of the parties, their sugcessors and assigns. If
ownership of the Proparty becomes vested in a person 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 refeasing Grantor from the obligations of this Deed of Trust or liability under the Indebtedness.

Time is of the Essence. Time is of the essence in the performance ‘of thl;Degd of Trust.

Waive Jury. All partias to this Deed of Trust heraby waive the right to.a
counterclaim brought by any party against any other party. (Initial Her

Waiver of I-lomestead Exemption. Grantor hereby releases and walves all fig
exemption laws of the State of Washington as to all Indebtedness secured by this De

DEFINITIONS. The following capitalized words and terms shall have the follow;ng meanings
Trust. Unless specifically stated to the contrary, all references to dollar amourits shall mear amounts in lawful money
of the United States of Ameﬂca Words and terms used in the singular shall intlude the plural and the plursl shall
include the singular, as the context may require. Words and terms not otherwise defmed in thls Deed of Trust shall
have the meanings attributed to such terms in the Uniform Commercial Code: : .

Beneficiary. The word "Beneficiary” means FEOPLES BANK, and its successors and asslgns

Botrower. The word "Borrower* means HIGHLAND ANIMAL CLINIC, P.S. and :ncludes all co-sngners and
co-makers signing the Note and all their sucscessors and assigns.

Deaed of Trust. The words "Deed of Trust” mean this Deed of Trust among Grantor, Lender, and Trustes, and
includes without limitation all assignment and security interest provisions relating to the: Personal Propertv and
Rents.

Dsfault. The word "Default” means the Default set forth in this Deed of Trust in the section utled 'Befault

Event of Default. The words "Event of Default™ mean any of the events of default set forth in th|s Deed of Trust ln
the events of default section of this Deed of Trust, g

Grantor. The word "Grantor” means GARY L. JOHNSON and PEGGY JOHNSON.

Guarantor., The word "Guarantor” means any guarantor, sursty, Orf accommodation party of any,_:_di.-,__ all 'o.f_.-.the”“_h--&__
Indebtedness. =

Guaranty. The word "Guaranty™ means the guaranty from Guarantor to Lender, including without limitatwn A o
guargnty of all or part of the Note.

Improvements. The ‘word "Improvements” means all existing and future improvements, buildings, struc’(ures[ ) -
mobile homes affixed on the Real Property, facilities, additions, replacemeants and other construction on the Real:-_'“

Property.

Indebtedness. The word "Indebtedness”™ means all principal, interest, and other amounts, costs and expens'es”f:'
payable under the Note or Related Documaents, together with all renewals of, extensions of, modifications of,
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.~ congolidations of and substitutions for the Note or Related Documents and any amounts expended or advanced by
-7 Lender to discharge Grantor's obligations or expenses incurred by Trustee of Lender to enforce Grantor's

< obligations. under this Deed of Trust, together with interest on such amounts as provided in this Deed of Trust.
£ Specifically, without Ilmitation, Indebtedness includes all amounts that may be indirectly secured by the
o Cross-CoHaterallzatlon provision of this Deed of Trust.

B :‘Lender The word "Lender” means PEOPLES BANK, its successors and assigns.

‘Note. The word "Note" means the promissory note dated May 30, 2012, in the original principal amount
of $427.906.69 from Borrower to Lender, together with all renewals of, extensions of, medifications of,
refinangings of, congolidations of, and substitutions for the promissory note o agreement. NOTICE TO GRANTOR:
THE NOTE CONTAINS A VARIABLE {INTEREST RATE.

Parsonai Property The words “Personal Property” mean zlt equipment, fixtures, and other articles of personal
property now or hereafter owned by Grantor, and now or hereafter attached or affixed to the Real Property;
together with alt accessjons, parts, and additions te, all replacements of, and all substitutions for, any of such
property; and together w1th all issues and profits thereon and proceeds (including without limitation all insurance
proceeds and rafunds of premlums) from any sale or other disposition of the Property.

Proporty. The word "F'roperty ‘means collectively the Real Property and the Personal Property.

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

Related Documenm, ; The wc‘nrds-- "He!ated Documents” mean all promissory notes, credit agreements, [oan
agreements, security agreaments, mortgages, deeds of trust, security deeds, collateral mortgages, and all other
instruments, agreements dnd documents, whether now or hareafter existing. executed in ¢onnection with the
Indebtedness; provided, that guarantles and environmental indemnity agreements are not "Related Documents™ and
are not secured by this Dead of:Trust. .= °

Rents. The word “Rents” ‘means all pfesent and future rents, revenues, income, issues, royalties, profits, end
other benefits derived from the Property

Trustes. The word "Trustee” means Land ¥i |ﬂe Co. of Skagit County, whose mailing address is 111 E. Georgs
Hopper Rd, Burlington, WA 98233 and any substltute OF Successor trusteas.

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

GRANTOR:

INDIVIDUAL ACKNOWLEDGMENT

STATEOF \ N3 a_=)\, g%ln .
' 188
COUNTY OF ig \g — y

On this day before me, the undersigned Notary Public, personally appeared GARY-L. JOHNSON and PEGGY JOHNSON,
personaily known to me or proved to me on the basis of satisfactory evidenceito be the individuals described in and
who executed the Deed of Trust, and acknowledged that they signed the Deed of Trust as: the:r free and voluntary act
and deed, for the uses and purposas therein mentloneg R

Given under my hand and official seal this

‘?ht:‘ —— m_c)\\

REQUEST FOR FULL RECONVEYARNCE”

To: . Trustee y !
The undersigned is the legal owner and holder of ail indebtedness secured by this Deed of Trust. You are® herebv

requestad, upon payment of all sums owing to you, to reconvey without warranty, to the persons entitled thereta. the

right, title and interest now held by you under the Deed of Trust.
Date: Beneficiary;

‘By:
its:
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