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DEED OF TRUSFARDIAN NORTHWEST TITLE GO,

DATE: November 7, 2:6087

Reference # (if appllcable} 95820 3 Additional on page
Grantor{s): L

1. KNORR HOMES LLC

2.Z&DI, LLC:

Grantee(s}
1. Whidbey Isiand Bank s
2. GUARDIAN NORTHWEST TITLE & ESCROW, Trustee

Legal Description: UNITS A101 THROUGH A113 AND D1 THROUGH D4, "PADILLA HEIGHTS

SUITES, A CONDOMINIUM*
Additional on page 2

Assessor's Tax Parcel ID#: 4957-001- 101 -0000, 4957-001- 102 0000, 4957-001-103-0000,
4957-001-104-0000, 4957-001-105-0000, 4957-001-106-0000, 4957-001-107-0000,
4957-001-108-0000, 4957-001-109-0000, 4957-001-110-0000, 4957-001-111-0000,
4957-001-112-0000, 4957-001-113-0000, 4957-004-001-0000, 4957-004-002-0000,
4957-004-003-0000, 4957-004-004-0000

THIS DEED OF TRUST is dated November 7, 2008, among KNORR HOMES LLC, a Washington
limited liability company, as to an undivided 50% interest; and Z & D iI, L.L.C., a Washington
limited liability company, as to an undivided 50% interast ("Grantor”); Whidbey Island Bank,
whose mailing address is CL WHATCOM, 321 SE PIONEER'“ WAY, P.0. BOX 1589, QAK
HARBOR, WA 98277 (referred to below sometimes as- "Leérider" and sometimes as
"Beneficiary”}; and GUARDIAN NORTHWEST TITLE & ESCROW whdse mailing address is PO
BOX 1667, MOUNT VERNON, WA 98273 (referred to below as "Trustee")
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DEED OF TRUST
(Continued) Page 3

_ I;m‘t:y_.iiii Protect. Grantor agrees neither to abandon or leave unattended the Property.. Grantor shall do all other
¢ +7acts) in addition to those acts set forth above in this section, which from the character and use of the Property are
reéasonably: necessarv to protect and preserve the Property.

DUE ON SALE - CDNSENT BY LENDER. Lender may, at Lender's option, {A) declare immediately due and payable all
SUMSs: secured by this Deed of Trust or {B} increase the interesi rate provided for in the Note or other document
ewdencmg the Indebtedness and impose such other conditions as Lender deems appropriate, upon the sale or transfer,
without'Lenders prior written consent, of all or any part of the Real Property, or any interest in the Real Property. A

*sale or transter? means the conveyance of Real Property or any right, title or interest in the Real Property; whether
legal, beneficial or equitable; whether voluntary or involuntary; whether by outright sale, deed, installment sale contract,
land contract, cofitract for deed, leasehold interest with a term greater than three (3) years, lease-option contract, or by
sale, assignment, or transfer.of any beneficial interest in or to any land trust holding title to the Real Property, or by any
other method_of conyeyance of an imerest in the Real Property. 1f any Grantor is a corporation, partnership or limited
liability company, trangfer alsoincludes any change in ownership of more than twenty-five percent (26%) of the voting
stock, partnership interests or.limited liability company interests, as the case may be, of such Grantor. However, this
option shall not he exermsed by, Lender if such exercise is prohibited by federal law ar by Washington law.

TAXES AND LIENS: The foHowmg prowsmns relating 1o the taxes and liens an the Property are part of this Deed of
Trust: &

Payment. Grantor shall pay when due {and in all events prior to delinguency) all taxes, special taxes, assessments,
charges (including water-ang” sewer), fines and impositions levied against or on account of the Property, and shall
pay when due all claims for work dahe on or for services rendered or material furnished to the Property. Grantor
shall maintain the Property free of alt- Irens having priority over ar equal to the interest of Lender under this Deed of
Trust, except for the lien of taxes and assessments not due and except as otherwise provided in this Deed of
Trust. [

Right to Contest. Grantor may wrthhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the obligation to pav, 80 long as Lender's interest in the Property is not jeopardized. If a lien arises-or
is filed as a result of nonpaymient, Grantor shall within fifteen {15} days after the lien arises or, if a lien is filed,
within fifteen (15) days after Grantor has notice of the filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lender cashior g ‘sufficient’Corporate surety bond or other security satisfactory to Lender in an
amount sufficient to discharge the'lien. phiis anyscosts and attorneys’ fees, or other charges that could accrue as a
result of a foreclosure or sale under theslien:” v any contest, Grantor shall defend itself and Lender and shall
satisfy any adverse judgment before enforcement against the Property. Grantor shali name Lender as an additional
obligee under any surety bond furnished in the c‘ontestvproceedings

Evidence of Payment. Grantor shall upon: demand furnish to Lender satisfactory evidence of payment of the taxes
or assessments and shall authorize the appropnate governmental official to deliver to Lender at any time a written
statement of the taxes and assessmants agajnst the Property.

Notice of Construction. Grantor shali notify Eender at least fifteen {15) days before any work is commenced, any
services are furnished, or any materiais are supplied to the Property, if any mechanic’s lien, materiaimen's lien, or
other lien could be asserted on sccount of the wark, services, or materials. Grantor will upon request of Lender
furnish to Lender advance assurances satisfactory to Lender that Grantor can and will pay the cost of such
improvements. ; .

PROPERTY DAMAGE INSURANCE. The following prows;ons retetlng te |nsur|ng the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and mamtam pohcues of fire insurance with standard extended
coverage endorsements on a replacement basis for the full. |nsurabte valué covering all Improvements on the Real
Property in an amount sufficient to avoid application of any ceinsurancé clause, and with a standard mortgagee
clause in favor of Lender. Grantor shall also procure and maintain comprehenswe general liability insurance in such
coverage amounts as Lender may request with Trustee and Lender being ; named as additional insureds in such
liability insurance policies. Additionelly, Grantor shall maintain such other’insurance, inciuding but not limited to
hazard, business interruption, and boiler insurance, as Lender may reasonab!y require. Palicies shall be written in
form, amounts, coverages and basis reasonably acceptable to Lender amd isSuéd.by a company or companies
reasonably acceptable to Lender. Grantor, upon request of Lender,"will deliver-to Lender from time to time the
policies or certificates of insurance in form satisfactory to Lender, including stipulations that coverages will not be
cancelled or diminished without at least ten {10} days prior written notice to Lender. © Each insurance policy also
shall include an endorsement providing that coverage in favor of Lender will'not be impaired in any way by any act,
omission or default of Grantor or any other person. Should the Real Property be located’in an area designated by
the Director of the Federal Emergency Management Agency as a special. fiood hazard 4drea, Grantor agrees to
obtain and maintain Federal Flood Insurance, if available, within 45 days aftef notige 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 Mational Flpgd Ihsurance Program,
or as otherwise required by Lender, and to maintain such insurance for the term of the loan:

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to _the Property if the
estimated cost of repair or replacement exceeds $1,000.00. Lender may make proof-of loss if Grantar fails to do
so within fifteen {15) days of the casualty. Whether or not Lender's security is impaired,. Lender ray, at Lender’s
election, receive and retain the proceeds of any insurance and apply the proceeds’™ tg ‘the. reduction of the
Indebtedness, payment of any lien affecting the Property, or the restoration and repair of the Froperty: If Lender
elects ta apply the proceeds to restoration and repair, Grantor shall repair or replace the-damaged or- destroyed
Improvements in a manner satisfactory to Lender. Lender shall, upon satisfactory proof of stich expendlture pay
or reimburse Grantor from the proceeds for the reascnable cost of repair or restoratien if Grantor is not:in default
under this Deed of Trust. Any proceeds which have not been disbursed within 180 days after their receipt and
which Lender has not committed to the repair or restoration of the Property shall be used first to pay_any:amaunt
owing to Lender under this Deed of Trust, then 10 pay accrued interest, and the remainder, it any; shall be applied
to the principal balance of the Indebtedness. If Lender holds any proceeds after payment: in full: of th ¥
Indebtedness, such proceeds shall be paid without interest to Grantor as Grantor's interests may appear‘

Grantor's Report on Insurance. Upon request of Lender, however not more than once a year, Grantor shall furnish
to Lender a report on each existing policy of insurance showing: (1} the name of the insurer; (2} the risls<
insured; (3} the amount of the policy; {4} the property insured, the then current 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 determine the cash value replacement cost

of the Property.

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

the Property or if Grantor fails to comply with any provision of this Deed of Trust or any Related Documents, including .~

LT
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DEED OF TRUST
(Continued} Page 5

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

~_~Furthet ssurances At any time, and from time to time, upon request of Lender, Grantor will rnake, execute and
deliver; or wnll cause i0 be made, executed or delivered, to Lender or to Lender's designee, and when reguested by
Lender, cause'to be filed, recorded, refiled, or rerecorded, as the case may be, at such times and in such offices
end places as Lender may deem appropriate, any and all such mortgages, deeds of trust, security deeds, securty
agreements flnancnng statements, continuation staterments, instruments of further assurance, certificates, and
other. documents as may, in the seole opinion of Lender, be necessary or desirable in order to effectuate, complete,
perfect, tontinde,.of. preserve (1) Borrower's and Grantor's obligations under the Note, this Deed of Trust, and
the Related. Documents, and (2) the liens and security interests created by this Deed of Trust as first and prior
liens on the Property, whether now owned or hereafter acquired by Grantor. Unless prohibited by law or Lender
agrees t¢ the contrary-in writing, Grantar shall reimburse Lender for all casts and expenses incurred in connection
with the matters-referred to in this paragraph.

Atturnev-in-Fact If-Grantqr fails ta 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: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 preceding paragraph:

FULL PERFORMANCE. If Borrower' and Grantor pay all the Indebtedness when due, and Grantor otherwise performs all
the aobligations imposed upen Grantor under this Deed of Trust, Lender shall execute and deliver to Trustee a requast for
full reconveyance and shalk: execute and’ delwer to Grantor suitable statements of termination of any financing statement
on file evidencing Lender's secufity’interest in the Rents and the Persanal Property. Any reconveyance fee shall be paid
by Grantor, if permitted by applicable taw. / The grantee in any reconveyance may be described as the "person or
persons legally entitled thereto®, and the recitals in the reconveyance of any matters or facts shall be conclusive proof
of the truthfulness of any such r'natter,s or facts’. °

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

Payment Default. Borrower fails to make any bayr’nent when due under the Indebtedness.

Other Defaults. Barrower or Grantor ails fo comply with or to perfarm any other term, obligation, covenant or
condition contained in this Deed of Triist ok in any of the Related Documents or to comply with or to perform any
term, obligation, covenant or condition contamed in any other agreement between Lender and Borrower or Grantor

Compliance Default. Failure to comply wuth any. nther term, obligation, covenant or condition contalned in this
Deed of Trust, the Note or in any of the Related Doguments.

Default on Other Payments. Failure of Granter within the time required by this Deed of Trust to make any payment
for taxes or insurance, or any other payment necessary to prevent filing of or to effect discharge of any lien.

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

Defective Collateralization. This Deed of Trust or any of the Re!éteﬂ Documents ceases to be in full force and
effect {including failure of any collateral document to create a \raltd and perfected security interest or lien) at any
time and for any reason. :

Death or Insolvency. The dissolution of Grantor's tregardlees of whether election to continue is made}, any
member withdraws from the limited liability company, or any’ other termination of Borrower's or Grantor's
existence as a going business or the death of any member, the insolvency of Borrower or Grantor, the appointment
of a receiver for any part of Borrower’s or Grantor's property, any assignment for the benefit of creditors, any type
of creditor workout, or the commencement of any proceeding’ under anv bankruptcy or insolvency laws by or
against Borrower or Grantor.

Creditor or Forfeiture Proceedings. Commencement of foreclosure &r- forfeiture -proceedings, whether by judicial
proceeding, self-nelp, repossession or any other method, by any creditor-of Borrdwer or Grantor or by any
governmental agency against any propsrty securing the Indebtedness. ThIS includes a garnishment of any of
Borrower's or Grantor's accounts, including deposit accounts, 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.Graritor gives tender written notice of
the creditor or forfeiture proceeding and deposits with Lender monies or a suréty borid for the creditor or forfeiture
proceeding, in an amount determined by Lender, in its sole discretion, as being an adequate reserve ar bond for the
dispute. :

Breach of Other Agreement. Any breach by Borrower or Grantor under the terms’ of -any. other agreement between
Borrower or Grantor and Lender that is nat remedied within any grace period prowded therein; including without
limitation any agreement concerning any indebtedness or other obligation of Borrower or Grantor to Lender,
whether existing now or later. R

Events Affecting Guarantor. Any of the preceding events occurs with respect to any guarantor, endorser. surety,
or accommodation party of any of the Indebtedness or any guarantor, endorser, surety, or: ‘aceommodation party
dies or becomes incompetent, or revokes or disputes the validity of, or liability under; any Guaranty of the
Indebtedness. FA .

Adverse Change. A material adverse change occurs in Borrower's or Grantor's financial condjtlon, or’ Lender
believes the prospect of payment or performance of the Indebtedness is impaired. .

Insecurity. Lender in good faith believes itself insecure.

Right to Cure. If any default, other than a default in payment is curable and if Grantor has not been glven a notrce e
of a breach of the same provision of this Deed of Trust within the preceding twelve {12} months, it may be cured i
Grantor, after receiving written notice from Lender demanding cure of such default: {1) cures the default Wi :
ten {10} days; or {2} if the cure requires more than ten (10) days, immediately initiates steps which Lendsr dee 8 o
in Lender's sole discretion to be sufficient to cure the default and thereafter continues and completes all reasonable A
and necessary steps sufficient to produce compliance as soon as reasonably practical.

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

Election of Ramadies. Election by Lender to pursue any remedy shall not exclude pursuit of any other remedy, and
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DEED OF TRUST
(Continued) Page 7

noticeof sale shall be given in writing, and" shall be effectivé when actually delivered, when actually received by
telefacsrmrle {unless otherwise required by law), when deposited with a nationally recognized overnight courier, or, if
mailed, whén’ deposited in the United States mail, as first clasg, ¢ certified or registered mail postage prepaid, directed to
the- addresses-shawn near the beginning of this Deed of Trust, AJI -copies of notices of foreclosure from the holder of
any lién svhich has priority over this Deed of Trust shall be serit to Lender's address, as shown near the beginning of
this Deed of Trust; Any party may change its address for noticag under this Deed of Trust by giving formal written
natice 1o 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 timas 'of Grantor's current address. Subject to applicable law,
and except for notice required or allowed by law tg be given-in another manner, if there is more than one Grantor, any
notice given-by Lender to any Grantor is deemed to be notice given to all Grantors.

MISCELLANE_OU§ ERDVIS_IQNS. The following miscellaneous provisians are a part of this Deed of Trust:

Amendments. This Deed of Trust, together with any Related Documents, constitutes the entire understanding and
agreement of the parties s to the matters set forth in this Deed of Trust. No aiteration of or amendment to this
Deed of Trust shall:be éffective unless given in writing and signed by the party or parties sought to be charged or
bound by the alteratlon or amendment.

Annual Reports If the Property is used for purposes other than Grantor's residence, Grantor shall furnish to
Lender, upon request, a certmed statement of net operating income received from the F‘roperty during Grantor's
previous fiscal year in such form and detail as Lender shall require. "Net operating income” shall mean all cash
receipts from the Property less all cash expenditures made in connection with the operation of the Property.

Caption Headings. C'aptii)n h"éadingsx"in this Deed of Trust are for convenience purposes only and are not to be
used 1o interpret or define the prowsnons of this Deed of Trust.

Merger. There shall be no merger of the interest or estate created by this Deed of Trust with any other interest or
gstate in the Property at any tlme heid by Dr for the benefit of Lender in any capacity, without the written consent
of Lender, . . :

Choice of Venue. H there is & Iawsult' Grantor agrees upon Lender's request to submit to the jurisdiction of the
courts of WHATCOM County, State of. Washmgton

Joint and Several Liability. All obhgatlons of Borrower and Grantor under this Deed of Trust shall be joint and
several, and all references to Grantor-ghall, mean egach and every Grantor, and all references to Borrower shall mean
each and every Borrower. This means. that-each Grantor signing below is respansible for all obligations in this
Deed of Trust. Where any one or more: of thé parties is a corporation, partnership, limited liability company or
simitar entity, it is not necessary for Lender té inquire into the powers of any of the officers, directors, partners,
members, or other agents acting or purparting to act on the entity's behalf, and any obligations made or created in
reliance upon the prafessed exercise of sugh powers shall be guaranteed under this Deed of Trust.

No Waiver by Lender. Lender shall not be deéemed to have waived any rights under this Deed of Trust unless such
waiver is given in writing and signed by Lender.”.No delay or omission on the part of Lendar in exercising any right
shall operate as a waiver of such right or any attier right. A waiver by Lender of a provision of this Deed of Trust
shall not prejudice or constitute a waiver of Lender's right gtherwise to demand strict compliance with that
provision or any other provision of this Deed of Trust. No-sprior waiver by Lender, nor any course of dealing
between Lender and Grantor, shall constitute a waiver of ary of Leader's rights or of any of Grantor's obligations
as to any future transactions. Whenever the consent of Lerder isirequired under this Deed of Trust, the granting
of such consent by Lender in any instance shall not cdnstitute continuing consent to subsequent instances where
such consent is required and in all cases such consent may be granted or withheld in the sole discretion of Lender.

Sevetability. If a court of competent jurisdiction finds ariy prov'.smn of-this Deed of Trust to be illepal, invalid, or
unenforceable as to any person or circumstance, that finding-shall riot make the offending provision illegal, invalid,
or unenforceable as to any other person or circumstance. I 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 shali
be considered deleted from this Deed of Trust. Unless otharwise required: by law, the illegality, invakidity, or

unenforceability of any provision of this Deed of Trust shall not aﬁect the Iegahty, validity or enfarceability of any
other provision of this Deed of Trust. b .

Successors and Assigns. Subject to any limitations stated in this Deed ‘of Trust an transfer of Grantor's interest,
this Deed of Trust shall be binding upon and inure ta the benefit of the parties their:successors and assigns. If
ownership of the Property becomes vested in a person other than Grantor, Lender, wrthout notice to Grantor, may
deal with Grantor's successors with reference to this Deed of Trust and theIndebtedness by way of forbearance or
extension without releasing Grantor from the obligations of this Deed of Trust or. Irab:htv under the Indebtedness.

Time Is of the Essence. Time is of the essence in the performance of this Déed. of Trust

Waiver of Homestead Exemption. Grantor hereby releases and waives all rights” ar_jld benefi__ts, of the homestead
exemption laws of the State of Washington as to all Indebtedness secured by this’Deged of Trust.:

DEFINITIONS. The following capitalized words and terms shall have the following meanings_ when used.in this Deed of
Trust. Unless specifically stated to the contrary, all references to dollar amounts shall ' mean ginounts in:lawful money
of the United States of America. Words and terms used in the singular shall include the plural; "and .the plural shall
include the singular, as the context may require Words and terms not otherwise defrned |n thrs Deed of Trust shall
have the meanings attributed to such terms in the Uniform Commercial Code: : . :

Beneficiary. The word "Beneficiary” means Whidbey Isiand Bank, and its successors and assrgns

Borrower. The word "Borrower"” means ZW| A PECHTHALT and includes all co-signers and:co- makers sagmng the
Note and all their successors and assigns.

Deed of Trust. The words "Deed of Trust" mean this Deed of Trust among Grantor, Lender, and Trustee and
includes without limitation all assignment and security interest provisions refating to the Personal Property and
Rents. g

Default. The word "Default" means the Defauit set forth in this Deed of Trust in the section titled Default

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

Grantor. The word "Grantor” means KNORR HOMES LLC; and Z & D I, L.L.C..

Guaranty. The word "Guaranty" means the guaranty from guarantor, endorser, surety, or accommodation partv tO'__-."‘
Lender, including without limitation a guaranty of all or part of the Note. s

Improvements. The word "Improvemenis™ means all existing and future improvements, buildings, structures,
mobile homes affixed on the Real Property, facilities, additions, replacements and other construction on the Real .~

MR
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DEED OF TRUST
(Continued) Page 9

LIMITED LIABILITY COMP.ANY ACKNOWLEDGMENT

STATE oF (/UM’»-_; Ty, )
)88

On this /'u TR day of Gt~ , 20 "—‘5/ , before me, the undersigned
Notary Publig, personall\;r appeared ZWI1 A PECHTHALT, Manager of 2 & D LL.C. and DIANA C PECHTHALT,
Manager of Z & D N,-LiL. Cy and personally known to me or proved to me on the basis of satisfactory evidence to be
members or desugnated agents of the limited liability company that executed the Deed of Trust and acknowledged the
Deed of Trust to be thi free and. voluntary act and deed of the limited liability company, by authority of statute, its
articles oia/[ ariZg peranng greement, for the uses and purposes therein mentioned, and on oath stated
that they-dre authe t is [Deed of Trust and in fact executed the Deed of Trust on behalf gf the limited
liability company? /f

COUN _=v OF

Residing at

Notary Public in and for the State of o EO My commission expires C{J/f S ol T

REO.UEST FOR FULL RECONVEYANCE

To: : o Trustee

The undersigned is the legal owner and'h’ol'de'r of all indebtedness secured by this Deed of Trust. You are hereby
requested, upon payment of all sums owing 1o, you; to reconvey without warranty, to the persons entitled thereto, the
right, title and interest now held by you under the Deed of Trust.

Date: wE T Beneficiary:
' By:
Its:

LASER PRO Lending, Ver. 5.40.00.003 Copr. Harland Flnanclai Solutlons Inc. 1997, 200B. All Rights Reserved.
WA MACFRLPLVGO1. FC TR 36393 FR-38
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