WY

4 Skagit County Auditor
RETURN ADDRESS: 2/24/2010 Page 1 of

= 0L SKAGIT
¢ 7321 SE PIONEER WAY
/ +.P.0sBOX 1589
¢ DAK HARBOR, WA
88277

“LAND TITLE OF SKAGIT COUNTY

DEED OF TRUST

DATE: February 23, 2010

Reference # (if apphcab!e) 135646 SE Additional on page

Grantor(s):
1. ZYGQOTE PROPERTIES LLC

Grantee{s)}
1. Whidbey Island Bank
2. LAND TITLE CDMPANY Burllngton, Trustee

Legal Description: PTN GOV LOT 9 SECTION 19 34-4 E W.M.
. Additicnal on page 2

Assessor's Tax Parcel 1D#: 34041 95-0523_7'-'9018 & 340419-0-255-0007
(P265$7)_~-' & ( P26604)

THIS DEED OF TRUST is dated February 23, 2010, among ZYGOTE PROPERTIES, LLC, a
Washington Limited Liability Company ("Grantory; Whidbey Island Bank, whose mailing
address is CL SKAGIT , 321 SE PIONEER WAY, .P.0. BOX 1589, OAK HARBOR, WA 98277
(referred to below sometimes as "Lender” and sometlmes as "Beneficiary™); and LAND TITLE
COMPANY -Burlington, whose mailing address is- 1 11 E GEORGE HOPPER ROAD, BURLINGTON,
WA 98233 {referred to below as "Trustee"). : S

This Deed of Trust is 2nd and subordlnate o Deed of Trust dated
February 23, 2010 and recorded February H 2010 under Auditor's
File No.2O\DDZZY D 071\ :

" Whidbey lstand Bank T -
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DEED OF TRUST
{Continued) Page 3

; ____réasd‘ﬁable times ta attend to Lender's interests and to inspect the Real Property for purposes of Grantor's
¥ i gempliance with the terms and conditions of this Deed of Trust.

" Coinpliance™ with Governmental Requirements. Grantor shall promptly comply, and shall promptly cause
compliance; by all agents, tenants or other persons or entities of every nature whatsoever who rent, lease or
‘otherwise use or cccupy the Property in any manner, with all laws, ordinances, and regulations, now or hereafter
%in.effect, of all governmental authorities applicable to the use or occupancy of the Property, including without
limitation, the Americans With Disabilities Act. Granter may contest in good faith any such law, ordinance, or
regulation and wiithhold compliance during any proceeding, including appropriate appeals, so long as Grantor has
notifisd-Lender in writing prior to doing so and so long as, in Lender’'s sole opinion, Lender's interests in the
Property aré not jeopardized. Lender may require Grantor to post adequate security or a surety band, reasonably
satisfactory-16 Lendeér, ito protect Lender's interest.

Duty ta"-Protect.__‘.Grantd‘r. agreses neither to abandon or leave unattended the Property. Grantor shall do all other
acts, in addition to thase acts set forth above in this section, which from the character and use of the Property are
reasenably necessary 1o 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 Trust or (B} increase the interest rate provided for in the Note or other document
evidencing the Indebtedness and.impose such other conditions as Lender deems appropriate, upon the sale or transfer,
without Lender's prior written consent, of ail or any part of the Real Property, or any interest in the Real Property. A
"sale or transfer" means the'bon’ireyamce of Real Property or any right, title or interest in the Real Property; whether
lagal, beneficial or equitablé; whether vollntary or involuntary; whether by outright saie, deed, installment sale contract,
land contract, contract for'deed, leaséhold interest with a term greater than three {3} years, lease-option contract, of 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 methad of conveyance of an interest in the Real Property. If any Grantor is a corporation, partnership or limited
liability company, transfer also‘inciudes any change in ownership of more than twenty-five percent (25%) of the voting
stock, partnership interests or limited-liability ‘cornpany interests, as the case may be, of such Grantor, However, this
option shall not be exercised by Lender’if suth-exercise is prohibited by federal law or by Washington law.

TAXES AND LIENS. The following pravisions relating to the taxes and liens on the Property are part of this Deed of

Trust: Lo
Payment. Grantor shall pay when dug {and-int it évents prior to delinguency) all taxes, special taxes, assessments,
charges (including water and sewer},-fines, and impositions levied against or on account of the Property, and shall
pay when due all claims for work done on or for serviges rendered or material furnished to the Property. Grantor
shall maintain the Property free of all liens_ having priarity over or equal to the interest of Lender under this Deed of
Trust, except for the lien of taxes and .asgessments’ not due, except for the Existing Indebtedneass referred to
below, and except as otherwise provided in‘this‘Deed of Trust.

Right to Contest. Grantor may withhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the obligation to pay, so long as ‘Lender's interest in the Property is not jeopardized. If a lien arises or
is filed as a result of nonpayment, Grantor shall ‘within fifteen (15} days after the lien arises or, if a lien is filed,
within fifteen (15} days after Grantor has notice gf the filing, sécure the discharge of the lien, or if requested by
Lender, deposit with Lender cash or a sufficient corporate sursty bond or other security satisfactory to Lender in an
amount sufficient to discharge the lien plus any costs and 4dttprneyst fees, or ather charges that could accrue as a
result of a foreclosure or sale under the lien. In any.contést, Granhtor shall defend itself and Lender and shall
satisfy any adverse judgment before enforcement agaiiist.the Property. Grantor shall name Lender as an additional
obligee under any surety band furnished in the contest proceedings.

Evidence of Payment. Grantor shall upen demand furnish:'-tg'" Le_ndé}_satisfactory evidence of payment of the taxes
or assessments and shall authorize the appropriate governmental official-to deliver to Lender at any time a written
statement of the taxes and assessments against the Property. L :

Notice of Construction. Grantor shall notify Lender at least fiftéen {15) days before any work is commenced, any
services are furnished, or any materials are supplied to the Property, if any mechanic's lien, materialmen's lien, or
other lien could be asserted on account of the work, services, or materials.” Grantor will upon request of Lender
furnish to Lender advance assurances satisfactory to Lender that Grantdr .¢aifi ‘snd will pay the cost of such
improvements. : o -

PROPERTY DAMAGE INSURANCE. The following provisions relating to insuriri:é;the Proﬁ'eri;y are a part of this Deed of
Trust. sl s

Maintenance of Insurance. Grantor shall procure and maintain policies of fire.insurance with standard extended
coverage endorsements on a replacement basis for the full insurable value covering ail Improvements on the Real
Property in an amount sufficient to aveid application of any coinsurance clause, and with a standard mortgagee
clause in favor of Lender. Grantor shall also procure and maintain comprehensive genéral liability insurance in such
coverage amounts as Lender may request with Trustee and Lender being named:as additional insureds in such
liability insurance policies. Additionaliy, Grantor shall maintain such other insurance, ingluding but not limited to
hazard, business interruption, and boiler insurance, as Lender may reasonably reqijré: “Politiesshall be written in
form, amounts, coverages and basis reascnably acceptable to Lender and issued by -@ 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-ceverages.will not be
cancelled or diminished without at least ten (10) days prior written notice to Lender. Each insurane paolicy also
shall include an endarsement providing that coverage in favor of Lender will not be impaired in aiy way by any act,
omission or default of Grantor or any other person. Should the Real Property be located in.an afea designated by
the Director of the Federal Emergency Management Agency as a special flood hazard area, -Graritor agrees to
obtain and maintain Federal Flood Insurance, if available, within 45 days after notice is given, by Lender that'the
Property is located in a special flood hazard area, for the full unpaid principal balance of the loan ‘and.any, prior liehs
on the property securing the loan, up to the maximum palicy limits set under the National Flood Instrance:Program;
or as otherwise required by Lender, and to maintain such insurance for the term of the loan. E

Application of Proceeds. Grantor shall promptly netify 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 Grantor fails 1 do?
so within fifteen (15) days of the casualty. Whether or not Lender's security is impaired, Lender may, &t Lendef's :
election, receive and retain the proceeds of any insurance and apply the proceeds to the reduction of the: .
indebtedness, payment of any lien affecting the Property, or the restoration and repair of the Property. [f'Lender -~
elects to apply the proceeds 1o 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 such expenditure, pay,

or reimburse Granter 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 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 amount .+~

R R
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DEED OF TRUST
{Continued) Page 5

__-Deed ‘of Trust or upon all or any part of the Indebtedness secured by this Deed of Trust; (2) a specific tax on
i Barrower which Borrower is authorized or required to deduct from payments on the 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 alt ar any portion of the Indebtedness or on payments of principal and interest
fnatle by Borrowar.

:fSubsequent Taxes. If any tax to which this section applies is enacted subsequent to the date of this Deed of
Trust, thié event.shall have the same effect as an Event of Default, and Lender may exercise any or all of its
auvailable remedles far an Event of Default as provided below unless Grantor either (1) pays the tax before it
becomes delmquent or (2) contests the tax as provided above in the Taxes and Liens section and deposits with
Lender cash or'a sufﬁclent corporate surety bond or other security satisfactory to Lender.

SECURITY I,_\GREEMENT, :FINANCING STATEMENTS. The following provisions relating to this Deed of Trust as a
security agreément aré' a parf‘of this Deed of Trust:

Sacurity Agreement. This instrument shall constitute a Security Agreement to the extent any of the Property
constitutes fixtures, and Lender shall have all of the rights of a secured party under the Uniform Commercial Code

as amended frem tlme to trme

Security Interest Upon request by Lender, Grantor shalt take whatever action is requested by Lender to perfect
and continue Lender’s segurity-interest in the Rents and Personal Property. In addition to recording this Deed of
Trust in the real property re¢ords, Lender may, at any time and without further autharization from Grantor, file
executed counterparts; copies ‘or reproductlons of this Deed of Trust as a financing statement. Grantor shall
reimburse Lender foriall“éxpénses-incurred in perfecting or continuing this security interest. Upon default, Grantor
shall not remove, sever or’detach the Personal Property from the Property. Upon default, Grantor shall assemble
any Personal Property nat;affixed to the Property in @ manner and at a place reasonably convenient to Grantor and
Lender and make it available to Lender w:thnn three {3) days after receipt of written demand from Lender to the
extent permitted by appllcable law. ’

Addresses. The mailing addresses of Grantor {debtor} and Lender {(secured party} from which information
concerning the security interest granted by this Deed of Trust may be obtained {each as required by the Uniform
Commercial Code) are as stated on the first page:of this Deed of Trust.

FURTHER ASSURANCES: ATTORNEY-IN-FACT, # The following provisions relating to further assurances and
attorney-in-fact are a part of this Deed of Trust !

Further Assurances. At any time, and from tlme to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause to be made, executed or deliverad,:to Lender or to Lender's designee, and when requested by
Lender, cause to be filed, recorded, refilgd, or rerecorded as the case may be, at such times and in such offices
and places as Lender may deem approprlate, afty and all such mortgages, deeds of trust, security deeds, security
agreements, financing staterments, continuation” statements, instruments of further assurance, certificates, and
other documents as may, in the sole opinion‘of-Lender, be necessary or desirable in order 1o effectuate, complete,
perfect, continue, or praserve (1) Borrower's and Grantor's abligations under the Note, this Deed of Trust, and
the Related Documents, and {2) the liens and secunty interests created by this Deed of Trust on the Property,
whether now owned or hereafter acquired by Grantar. Unless: prohibited by law or Lender agrees to the contrary in
writing, Grantor shall reimburse Lender for all costs and expenses ihcurred in connection with the matters referred
1o in this paragraph. 5o

Attorney-in-Fact. |f Grantor fails to do any of the things referred to i 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 maklng, executlng, delivering, filing, recording, and doing all
other things as may be necessary or desirable, in Lender's.sole opmron, to accomplrsh 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 obligations imposed upon Grantor under this Deed of Trust, Lender shall execute and deliver ta Trustee a request for
full recanveyance and shall execute and deliver to Grantor suitable statements, of termlnatron of any financing statement
on file evidencing Lender’s security interest in the Rents and the Persohal Prope _Any.reconveyance fee shall be paid
by Grantor, if permitted by applicable law. The grantee in any reconveyance-may. be-described as the "person or
persons legally entitled thereto”, 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 following, at Lender's option, shall constltute an Event of Default under this Deed
of Trust: : g

Payment Dofault. Borrower fails to make any payment when due under the Indebtedness

Other Defaults. Borrower or Grantor fails to comply with or to perform any other term obligation, covenant or
condition contained in this Deed of Trust or in any of the Related Documents or to: compiy W|th or to perform any
term, obligation, covenant or condition contained in any other agreement betweemn: Lender and Borrower or Grantor.

Compliance Default. Failure to comply with any other term, obligation, covenant or condmon contanned in this
Deed of Trust, the Note or in any of the Related Documents.

Default on Other Payments. Failure of Grantor within the time required by this Deed of Trust to make _any payment
for taxes or insurance, or any other payment necessary to prevent filing of or to effect dlscharge ofar y llen

Default in Favor of Third Parties. Should Borrower or any Grantor default under any logn, extensron of credit,
security agreement, purchase or sales agreement, or any other agreement, in favor of any other creditor of person
that may materially affect any of Borrower's or any Grantor's property or Borrower's abllltv to - repay :1he
Indebtedness or Borrower's or Grantor's ability to perform their respective obligations under this’ Deed of Trust .or
any of the Related Documents. Y

False Statements. Any warranty, representation or statement made or furnished to Lender by Borrower or Grantor_h-.
or on Borrower's or Grantor's behalf under this Deed of Trust or the Related Documents is false or mjsleadrng in
any material respect, either now or at the time made or furnished or becomes false or mlsleadlng at any tim
thereafter. . ;

Defective Collateralization. This Deed of Trust or any of the Related Documents ceases to be in full fercé' andy .
effect {including failure of any collateral document to create a valid and perfected security intarest or lien} at any_ -
time and for any reason. i

Death or Insolvency. The dissolution of Grantor's (regardless 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 inselvency of Borrower or Granter, the appointment
of a receiver for any part of Borrower's or Grantor's property, any assignment for the benefit of creditors, any type -~
Iy

T
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DEED OF TRUST
(Continued) Page 7

_..-reasnnable expenses Lender incurs that in Lender’s opinion are necessary at any time for the protection of its

“ imterest.or the enforcement of its rights shall become a part of the Indebtedness payable on demand and shall bear
“interest at the Note rate from the date of the expenditure until repaid. Expenses covered by this paragraph include,
witheiit |ifitation, however subject to any limits under applicable law, Lender's attorneys’ fees and Lender's legal
£xpenses, whether or not there is a lawsuit, including attorneys’ fees and expenses for bankruptcy proceedings
Yincluding effarts to modify or vacate any automatic stay or injunction), appeals, and any anticipated post ]udgment
collection, services, the cost of searching records, obtaining title reports {including foreclosure reports), surveyaors’
repmts, “and’ appraisal fees, title insurance, and feas for the Trustee, to the extent permitted by applicable law,
Grantor also will pay any court costs, in addition to all other sums provided by law.

Rights of___Tru__stge. “Trystee shall have all of the rights and duties of Lender as set forth in this section.

POWERS AEID OB[IéATIONS OF TRUSTEE. The following provisions relating to the powers and obligations of Trustee
{pursuant to tender's_ Lnstruc‘tlons) are part of this Deed of Trust:

Powers of Trustae (n addltnon to all pawers of Trustee arising as a matter of law, Trustee shall have the power 1o
take the foliowing actmns wnth respect 1o the Property upon the written request 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 nghts to the
public; (b} join-in granting ‘any easement or creating any restriction on the Real Property; and {c) join in any
subardination or other agreement affecting this Deed of Trust or the interest of Lender under this Deed of Trust.

Obligations to Notify. Trustee shall not be obligated to notify any other party of a pending sale under any other
trust deed or lien, or .6f any action-gr proceeding in which Grantor, Lender, or Trustee shall be a party, unless
required by apphcable Iaw or ‘unless. the action or proceeding is brought by Trustee.

Trustes. Trustee shall meet all qualmcatlons required for Trustee under applicable law. In addition to the rights
and remedies set forth above, with respect 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 ta foreclose by judicial foreclosure, in either case in
accordance with and to the. full: extent p_rovu_s;l‘ed by applicable law.

Successor Trustee. Lender, at Lender's.option, may from time to time appoint a successor Trustege to any Trustee
appointed under this Deed of Trust by an instryment executed and acknowledged by Lender and recorded in the
office of the recorder of SKAGET County,.Stateof Washington. The instrument shall contain, in addition to all
other matters required by state law, the names of the original Lender, Trustee, and Grantor, the book and page or
the Auditor's File Number where th|5 Déed -of Trust is recorded, and the name and address of the successor
trustee, and the instrument shall be executecl ‘and acknowledged by Lender or its successors in intarest. The
successor trustee, without conveyance of. the: Property, shall succeed to all the title, power, and duties conferred
upon the Trustee in this Deed of Trust and’by applicable law. This procedure for substitution of Trustee shalt
govern to the exclusion of all other prowsmns for’ substltutlon

NOTICES. Subject to applicable law, and except for: notlce required or allowed by law to be given in another manner,
any notice required to be glven under this Deed:of Trust, including without limitation any natice of default and any
notice of sale shall be given in writing, and shall be effective when actually delivered, when actually received by
telefacsimile {uniess otherwise required by law), wher. deposited with a nationally recognized overnight courier, or, if
mailed, when deposited in the United States mail, as fifst class, certified or registered mail postage prepaid, directed to
the addresses shown near the beginning of this Deed of Trust. -All.eopies of notices of foreclosure from the holder of
any lien which has priority over this Deed of Trust shall be sent t6 Lender's address, as shown near the beginning of
this Dead of Trust. Any party may change ils address for notices under this Deed of Trust by giving formal written
notice to the other parties, specifying that the purpose of, the noticg ig to change the party’s address. For notice
purposes, Grantor agrees to keep Lender informed at all tllTIB'S of Graftor's current address. Subject to applicable law,
and except for notice required or allowed by law to be given ih another manner, if there is more than one Grantor, any
notice given by Lender to any Grantor is deemed to be notice givei to aH Grantors

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

Amendments. This Deed of Trust, together with any Related Documents, gongtitutes 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 effective unless given in writing and sugned by the party or: partles sought to be charged or
bound by the alteration or amendment.

Annual Reports. If the Property is used for purposes other than Grantors resndenf:e Grantor shall furnish to
Lender, upon request, a certified statement of net operating income received from. ‘thia Propert-,r 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. tha operatmn of the Property.

Caption Headings. Caption headings in this Deed of Trust are for convenignee purposes only and are not to be
used to interpret or define the pravisions of this Deed of Trust.

Merger. There shall be no merger of the interest or estate created by this Deed of Trust wnh anv other interest or
estate in the Property at any time held by or for the benefit of Lender in any capamt W|thout ‘the wntten consent
of Lender. .

Choica of Venue, If there is a lawsuit, Grantor agrees upon Lender's request to s(jb’r‘n'it to tH ']qri’édiction of the

courts of SKAGIT County, State of Washington.

Joint and Several Liability. All obligations of Borrower and Grantor under this Deed of Trust shatl be joint and
several, and all references to Grantor shall mean each and every Grantor, and all references 1o Borrower shall mean
sach and every Borrower. This means that each Grantor signing below is responsible for all obhgatlons in this
Deed of Trust. Where any one or more of the parties is a corporation, partnership, limited . liability company or
similar entity, it is not necessary for Lender to inguire into the powers of any of the officers/. directors, partners,
members, or other agents acting or purporting to act on the entity’s behalf, and any obligations made or. created"-m
reliance upon the professed exercise of such powers shall be guaranteed under this Deed of Trust.:

No Waiver by Lender. Lender shall not be deemed to have waived any rights under this Deed of Trust unless such-"‘
waiver is given in writing and signed by Lender. No delay ar omissicn on the part of Lender in exerclsmg any right
shall operate as a waiver of such right or any other right. A waiver by Lender of a provision of this Deed of Trust &
shall not prejudice ar constitute a waiver of Lender's right otherwise to demand strict compliance with _
provision or any other provision of this Deed of Trust, No prior waiver by Lender, nor any course of deallngt

between Lender and Grantor, shall constitute a waiver of any of Lender's rights or of any of Grantor’s obligations.

as to any future transactions. Whenever the consent of Lender is required under this Deed of Trust, the granting C
of such consent by Lender in any instance shall not constitute 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.

Severability. If a court of competent jurisdiction finds any provision of this Deed of Trust to be iflegal, invalid, or
unenforceable as to any circumstance, that finding shall not make the offending provision illegal, invalid, or -

A
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DEED OF TRUST
{Continued) Page 9

GRANTOR "ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND GRANTOR
AGREES TO TS TERMS,

GRANTOR:

“LIMATED. LIABILITY COMPANY ACKNOWLEDGMENT

STATE OF Washingtqn:' )
COUNTY oF Skagit =~ -~ = ¢ }
On this 24th day of Februarv 20 10 before me, the undersigned

Notary Public, personally appearecl CARL M.BEBLINER. Member of ZYGOTE PROPEHTIES LLC and personally known to
me or proved to me on the basis &f satisfactory evidence to be a member or designated agent of the limited liability
company that executed the Deed of Trust -and acknowledged the Deed of Trust to be the free and voluntary act and
deed of the limited liability company,iby authouty ‘6t statute, its articles of organization or its operating agreement, for
the uses and purposes therein mentioned,.and on . ogth’state %1 I?ﬂ)#e or she is autharized to execute this Deed of Trust
and in fact executed the Deed of Trust an behalf of the Imu‘ﬁ‘e (fb;g,mpany

Y.\“ \"\5901\'54, ’t; ﬁ,esndlng at_Mount Vernon
“OTARJ/ v ..'%%commlssmn expires _ 12/ 10/20]_2

Notary Public in and for the State of WA

——— i — ; E

PUBLYG F =3

" J8-10. am’t.- " OF
HRDCRY

REQUEST FOR FUL’EIRE@YS'NVEYANCE

To: , Trustee;

The undersigned is the legal owner and holder of all mdebtedness secured by this Deed of Trust. You are hereby
requested, upon payment of all sums owing to you, to reconvey wntheut warranty, to the perscns entitled thereto, the
right, title and interest now held by you under the Deed of Trust.” <

Date: Be'r‘)eficiary:
- L By:
Its:
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