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< CONSTRUCTION DEED OF TRUST,
SECURITY: AGREEMENT ASSIGNMENT OF RENTS, AND FIXTURE FILING

Grantor(s): KABALO_HEIGH-'-I‘S, L.L.C

O Additionalonpage ..~ .
Grantee(s):  Trustee; o PSM FINAN CIAL MANAGEMENT CORP.
Beneficiary: KEYBANK NATIONAL ASSOCIATION
00 Additional on page ____ L

Legal Description (abbreviated): A“P-i::ﬁ-_pf El/2 of NW1 /4, 35-35-3-E W. M.
] Complete legal on EXHIBIT A o

Assessor’s Tax Parcel Identification No(s): 350335-2-005—0200 350335-2-001-0000, 350335-2-005-
0006

Reference Nos. of Documents Released or Assxgned Not Applicable.

Loan No. 1188895-9001

This Deed of Trust is a Security Agreement and Financing Statement under Article 9 of the Uniform
Commercial Code, with Grantor/Trustor as Debtor and Gmntee/Beneﬁcmry as Secured Party

THIS DEED OF TRUST, SECURITY AGREEMENT, ASSIGNMENT OF RENTS AND FIXTURE
FILING ("Deed of Trust") is made as of September 10, 1999 by and. among

Grantor/ Trustor: KABALO HEIGHTS, L.L.C. A
A Washington Limited Liability Company .
301 116t Avenue, Suite 570

Bellevue, WA 98004
Grantee/ Trustee: PSM FINANCIAL MANAGEMENT CORP.,
P.O. Box 90,

Mailcode: WA-31-10-5286
Seattle, Washington 98111-0090
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. -~ Grantee/Beneficiary: KEYBANK NATIONAL ASSOCIATION

A= 11 - ——_ it

Residential Construction Loan Department
700 Fifth Avenue, P.O. Box 90

Mailcode: WA-31-10-5286

Seattle, WA 98111-0090

.;Grantor / Trustor is also referred to herein as “Borrower” and Grantee/Beneficiary as “Lender”

Notice to-Bor.rower: The Note secured by this Deed of Trust contains provisions for a variable
interest rate,

A ARTICLE 1
< GRANT IN TRUST AND SECURED OBLIGATIONS

1.1 Grant in Trust. For good and valuable consideration, the receipt and sufficiency
of which is hereby acknowledged and for the purpose of securing payment and performance of
the Secured Obhgahons defined and described in Section 1.2 for the benefit of Lender, Borrower
hereby irrevocably and unconditionally grants, transfers, conveys and assigns to Trustee, in trust,
with power of sale and right of entry and possession, and grants a security interest in, all estate,
right, title and interest that Borrower now has or may later acquire in and to the following
property (all or any part of such property, or any interest in all or any part of it, as the context
may require, the “Collateral”), which Co]lateral is not used principally or pnmanly for
agricultural or farming purposes: '

11.1 Land, Appurtenances, Easements. That certain real property and all
interests therein located in Skagit County, Washington, more particularly described in EXHIBIT A
attached hereto and incorporated herein. by this reference, together with all existing and future
easements, access rights, appurtenances, privileges, licenses, hereditaments, franchises and
tenements, including all minerals, oil, gas, and other commercially valuable substances that may
be in, under or produced from any part of it (coIlectvely, the “Land”);

112 Improvements. All bulldmgs, siructures, and improvements now
located or later to be constructed on the Land (the “Improvement_s”)

113  Related Real Property and Improvements. All real property and
improvements on it, and all appurtenances and other property and interests of any kind or
character, whether described in EXHIBIT A or not, that may be reasonably necessary or desirable
to promote the present and any reasonable future beneficial use and en]oyment of the Land and
Improvements

114 Leases and Licenses. All existing and“‘f_uture lea's_es, subleases,
subtenancies, licenses, occupancy agreements, and concessions (“Leases”) relating to the use and
enjoyment of all or any part of the Project (defined below), and any and.all deposits, guaranties
and other agreements relating to or made in connection with any of the Leases,

115 Goods, Materials, Fixtures, Etc. All goods, matenals supphes, chattels,
furniture, appliances, furnishings, fixtures, equipment and machinery now or.latér to be attached
to, placed in or on, or used in connection with the use, enjoyment, occupancy or operatlon of all
or any part of the Project, whether stored on the Land or elsewhere, all of which shallbe ..~ .
considered to the fullest extent of the law to be real property for purposes of this Deed of Trust

11.6 Construction Materials and Equipment. All building materials, S
equipment, work in process or other personal property of any kind, whether stored on’ the La.nd o
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e or elsewhere, that have been or later will be acquired for the purpose of being delivered to,
s _ mcorporated into, or installed in or about the Land or Improvements;

117 Borrower Funds. All of Borrower’s interest in and to the proceeds of the

S ---Secured Obligations (defined below), whether disbursed or not; all present and future monetary
~deposits given by Borrower to any public or private utility with respect to utility services
furnished to the Land or Improvements; and all accounts maintained by Borrower with Lender or
Lany subsidiary or affiliate of Lender, including, without limitation, any accounts established in

connectlon w1th the Secured Obligations;

1 1.8  Rent, Issues, and Profits. AN income, rents, security or similar deposits, ‘

revenues, issues, royalt:es, profits, leases, earnings, products and proceeds of the Land or
Improvements including, without limitation, all rights to the payment of money, accounts,
accounts receivable, réserves, deferred payments, refunds, cost savings, insurance or
condemnation proceeds, payments and deposits, and any proceeds from the sale of any lots
comprising the Land and: any Units, and any deposits on account thereof (collectively, the “Rents,
Issues and Proﬁts”),

119 Contracts and Plans. All construction contracts and subcontracts,
consulting ag-reements financing commitments and agreements, joint development agreements,
service and maintenance agreemeénts, marketing and listing agreements, lot reservation
agreements, purchase and sale agreements, and other existing and future contracts relating to the
Project, together with all deposits; escrows, payments, or other proceeds thereunder (collectively,
the “Contracts”); and all plans and spec1f1cat10ns for the construction of the Improvements (the
“Plans™); .

1.1.10 Miscellaneﬁus 'Personal Property. Any and all personal property of any
kind whatsoever, whether tangible or mi:anglble, that is used or will be used in construction of, or
is or will be placed upon or is derived from or used in any connection with the use, occupancy or
enjoyment of, the Land or Improvements g

1111 Books and Records. All books and records pertaining to any and all of
the property described above, including records stored on computer readable media, and a
limited sublicense to use the computer hardware or software necessary to access such records
(“Books and Records”); O :

1112 Additional Property. Any addltronal personal property otherwise set
forth herein or listed on any UCC-1 financing statement filed to perfect Lender's security interest
hereunder; and

1113 Proceeds. All proceeds of, additions and qccreﬁc’m_s to, substitutions and
replacements for, and changes in any of the property described above.

The Land, Improvements, related real property, and all personal property now or hereafter
installed on or used in connection with the Land and/or Improvements are collectively referred
to herein as the “Project.” The Project constitutes the bulk of, but not the enhrety of, the
Collateral. L

1.2 Secured Obligations. Borrower makes the grant, conveya.nce, transfer and
assignment set forth in Section 1.1 and grants the security interest set forth in Section 2.1 for the
purpose of securing the following obligations (the “Secured Obligations”) in any order of pnonty
that Lender may choose:

121 Promissory Note. Payment of all obligations at any time owmg under

that certain promissory note payable by Borrower, as maker, to the order of Lender or order,

Construction Deed of Trust - Loan No. 1188895-9001 P!zge 3

v

#117816 14657-22 Master DOT-WA 9/13/99

Kathy Hill, Skagit County Auditor
9/17/1999 Page 3 of 26 1:47:18PM

. -""‘\'. -



.- 'executed concurrently herewith (the “Note”), evidencing a loan from Lender to Borrower in the

“ . maximum outstanding principal amount of One Million Two Hundred Sixty Five Thousand and
oy No/ 100th Dollars ($1,265,000.00) (the “Loan”), together with interest thereon at a variable rate
* ..-and any modifications, extensions or renewals thereof, whether or not any such modification,

) --extensmn or renewal is evidenced by a new or additional promissory note or notes.

122 Loan Documents. Payment and/or performance of each and every other

Eobhgatmn of Borrower under the Note, this Deed of Trust, any construction or land loan

agreement executed in conjunction therewith (the “Loan Agreement™), all other documents
evidencing, securing, or otherwise governing the Loan (specifically excluding, however, for
purposes of establishing the Secured Obligations, any obligations of Borrower arising solely
under any guaranty of the Secured Obligations or any indemnity agreement that by its terms is
not secured hereby), and any and all amendments, modifications, and supplements thereto (the
“Loan Documents”), the provxsmns of which are incorporated herein by this reference;

123 Related Loan Documents. Payment and/or performance of each
covenant and obhgatlon on the part of Borrower to be performed pursuant to any and all loan
documents (the “Related Loan Documents”) that have been or may be executed by Borrower or its
affiliates evidencing or securing one or more present or future loans by Lender or its affiliates to
Borrower or its Affiliates (collechvely, the “Related Loans”), whether now existing or made in the
future, together with any and all modifications, extensions and renewals thereof; provided,
however, that nothing contained herein shall be construed as imposing an obligation upon
Lender, or as evidencing Lender’s mtenhon, to make any Related Loan to Borrower;

1.24  Future Obhgahons Payment to Lender of all future advances,
indebtedness and further sums and/or. performance of such further obligations as Borrower or
the then record owner of the Project or the then owner of the balance of the Collateral may
undertake to pay and/or perform (whether as principal, surety, or guarantor) for the benefit of
Lender, its successors or assigns, when such borrowirg and/ or obligations are evidenced by a
written instrument reciting that it or they are secured by this Deed of Trust; and

125 Swap Obligations. Any and all obligations of Borrower to Lender under
or related to any Rate Swap Transaction entered into betweén Lender and Borrower, including
without limitation any payments on Early Termination inder any Swap Agreement or
Confirmation. Capitalized terms used in this subsection are defined in the 1991 ISDA Definitions,
published by the International Swap Dealers Association,’ Inc '

1.2.6 Modifications and Amendments. Payment and performance of all
modifications, amendments, extensions, and renewals, however evxdenced of any of the Secured
Obligations. -

All persons who may have or acquire an interest in all or any part of the Coliateral will be _
considered to have notice of, and will be bound by, the terms of the Secured Obligations and each
other agreement or instrument made or éntered into in connection with.each of the Secured
Obligations. : o

ARTICLE 2
SECURITY AGREEMENT

21 Grant of Security Interest. This Deed of Trust creates a lien on the Collatéral,"
and constitutes an absolute assignment of the Rents, Issues and Profits and of the Leases, allin
favor of Lender. To the extent that any part of the Collateral or Rents, Issues and Profitsand .-~
Leases may be, or are determined to be, personal property, Borrower, as debtor, hereby grants to

T
R

-
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- .~Lender, as secured party, a security interest in such part of the Collateral and Rents, Issues and
<, Profits and Leases as is determined to be personal property, to secure payment and performance
- “of the Secured Obligations. As to such personal property, this Deed of Trust constitutes a security

¢ . .-agreement under the Uniform Commercial Code of the state in which the Project is located (the
i ”Pro]ect State”).

22 Perfection of Security Interest. Borrower shall execute one or more financing

 statements and such other documents as Lender may from time to time require to perfect and

continue the perfection of Lender’s security interest in any part of the Collateral or the Rents,
Issues and Profits and Leases. Borrower shail pay allfees and costs that Lender may incur in
fﬂmg such documents in public offices and in obtaining such record searches as Lender may
reasonably require. .If Borrower fails to execute any financing statements or other documents for
the perfection or continuation of any security interest, Borrower hereby appoints Lender as its
true and lawful attorney-in-fact to execute any such documents on its behalf, If any financing
statement or other document is filed in the records normally pertammg to personal property, that
filing shall not be construed as in any way derogating from or impairing the declaration and the
stated intention of the parties hereto that the Collateral and ail components thereof are, to the
maximum extent possible, real. property or otherwise impair the rights or obligations of the
parties under this Deed of Trust. :

23 Fixture Fllmg ThJs Deed of Trust constitutes a financing statement filed as a
fixture filing under the Uniform Commercial Code in effect in the Project State, as amended or
recodified from time to time, covermg any part of the Collateral that now is or later may become
fixtures attached to the Land or Improvemenis

"ARTICLE 3
ASSIGNMENT OF RENTS

3.1 Assignment. Borrower hereby mevocably, presently, absolutely and
unconditionally assigns and transfers to Lender:. (a) the Rents, Issues and Profits, whether now
due, past due, or to become due, together with the right, péwer and autherity to collect the same,
(b) all Leases by or through Borrower as lessor, written or'oral, now in existence or hereafter
arising, and any and all extensions or renewals thereof, together with the right, power and
authority of Borrower to alter, modify or change the terms thereof or surrender, cancel or
terminate the same, and (c) any and all guarantees of any obligations of any lessee under each of
the Leases (a “Lessee”). The assignments in this Section are absolute assignments and irrevocable
from Borrower to Lender and not merely the passing of secunty mteresis or assignments for
security only. . .

3.2 Grant of License, Lender hereby confers upon -th_'o_we_r a ]ic'ense (“License”) to
collect and retain the Rents, Issues and Profits as they become due and payable, and to administer
the Leases, so long as no Event of Default, as defined in Section 6.1, shall exist and be continuing.
If an Event of Default has occurred and is continuing, such License shall terminate without notice
to or demand upon Borrower, without regard to the adequacy of Lender’s secunty under this
Deed of Trust.

3.3 Collection and Application of Rents, Issues and Profits. Subj_ect' td'i_:he“ License
granted to Borrower under Section 3.2, Lender has the right, power, and authority to colléct-any
and all Rents, Issues and Profits and administer the Leases. Borrower hereby appoints Lender its
attorney-in-fact, coupled with an interest, to, at such times as Lender may choose iniits sole *. =
discretion: (a) demand, receive and enforce payment of any and all Rents, Issues and Profits; .-~ .
(b) give receipts, releases and satisfactions for any and all Rents, Issues and Profits; or (c)sue . -
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. either in the name of Borrower and/ or in the name of Lender for any and all Rents, Issues and

“ . Profits. Lender’s right to the Rents, Issues and Profits does not depend on whether or not Lender
i takes possession of the Project as permitted hereunder.

. 34 Lender Not Responsible. Under no circumstances shall Lender have any duty
to produce Rents, Issues and Profits from the Project. Regardless of whether or not Lender, in
;person or. by agent, takes actual possessxon of the Project, Lender is not and shall not be deemed
‘to.be: (a) a“mortgagee in possession” for any purpose; (b) responsible for performing any of the
obhgahons of the lessor under any Lease; (c) responsible for any waste committed by Lessees or
any other parhes, any dangerous or defective condition of the Project, or any negligence in the
management upkeep, repair or control of the Project; or (d) liable in any manner for the Project or
the use, occupancy, enjoyment or operation of all or any part of it, except for such matters as may
arise from the wxllful misconduct and bad faith of Lender.

3 5 Leasmg “Borrower shall not lease the Project or any part of it unless permitted
under the Loan Agreement and then only strictly in accordance with the Loan Agreement. If any
leasing is permitted, Borrower shall not accept any deposit or prepayment under any Lease for
any rental period exceedmg one month without Lender’s prior written consent.

B ARTICLE 4
ENVIRONMENTAL AND ACCESS LAWS

4.1. Definitions. The follong terms shall have the meanings specified below:

411  “Access Laws” means the Fair Housing Act of 1968 as amended, the
Americans With Disabilities Act of 1990 as'amended, ail government and private covenants,
conditions, and restrictions relating to the Property, building code requirements and laws
affecting the construction of improverments on the Property, and all other federal, state and local
laws, ordinances, regulations and rules relating to the construction, operation, and maintenance
of the improvements on the Property and the marketmg and use of such improvements in a non-
discriminatory manmner. : :

41.2 “Affected Property” means any real property adjacent to or near the
Project, the use of which could reasonably cause contamination of the Project, or which could
become contaminated with Hazardous Substances as a'result of construction, operations or other
activities involving Hazardous Substances on, under, or ever the Land.

413 “Environmental Laws” means alf federal, state and local laws, statutes,
codes, ordinances, regulations, judgments, orders, injunctions, decrees, covenants, restrictions
and standards presently in effect or that may be promulgated in the future relating to the use,
release, handling, storage, transportation, clean-up, or other disposal of Hazardous Substances, or
relating to the water quality, air quality, soils quality, and other environmental quality of real
property and improvements constructed upon real property, as such laws and ordinances may be
amended from time to time. - :

414 “Environmental Reports” means the soils, geologic, and eng'meenng
reports prepared to assess any environmental risks associated with the Project or. otherwme
required by Lender. . . .

415 “Hazardous Substances” means any waste, pollutants, dor‘it@nﬁpahiﬁ,_ E
petroleum or petroleum product, asbestos, tremolite, anthophylite or actinolite, polychlorinated-*
biphenyls, or other chemical, substance, or material that: (i) after release into the environment .-
and upon exposure, ingestion, inhalation, or assimilation, either directly from the environment or
indirectly by ingestion through food chains, will or may reasonably be ant1c1pated to cause death £l
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disease, behavior abnormalities, cancer and/or genetic abnormalities, or (ii) is now or at any time

" in the future becomes regulated under, or is defined, classified or designated as hazardous, toxic,

e radmachve or dangerous, or other similar term or category under any Environmental Laws.

42 Representations and Warranties. Borrower makes the following representations

§ and Warranhes to Lender:

421  Environmental Laws. Except for any contamination or environmental

:condmon. tﬁat may be disclosed in any environmental reports obtained by Lender prior to the

date hereof or that has otherwise been disclosed in writing by Borrower to Lender, Borrower has
no knowledge of: (i) the presence of any Hazardous Substances on the Project, including all
perspnal property located on the Land, the soil and the groundwater on or under the Land,
including any streams crossing or abutting the Land, and the aquifer underlying the Land,

(it) any spills; releases, discharges or disposal of Hazardous Substances that have occurred or are
presently occuirring on or-into the Project or the Affected Property, and (i) any failure of the
Project to comply fully with all applicable Environmental Laws. To the best of Borrower’s
knowledge, Borrower’s intended uses of the Project, including but not limited to the
improvements and materials to be constructed and installed on and in the Project and the work
method for accomphshmg such constructlon comply fully with all Environmental Laws.

4.2.2 Access Lawa Except for any non-compliance that has been disclosed in
writing by Borrower to Lender, Borrower has no knowledge of any failure of the Project or the
plans and specifications for improvements on the Project to comply fully with all applicable
Access Laws. To the best of Borrower's knowledge, Borrower’s intended uses of the Project,
including but not limited to the improvements and materials to be constructed and installed on
and in the Project, the work method for accomplishing such construction, and the plan for '
marketing the Improvements constructed on the Land comply fully with all Access Laws.

4.3. No Waivers of Other Indemmﬁcahnns Relating to Environmental Condition.
Except as set forth herein or in any separate indemnity agreement executed by Borrower in
connection with the Loan: (i) Borrower has not and will not release or waive the liability of any
past or current owner, lessee, or operator of the Project, any party who performs work on the
Project, or any party who may be responsible for the presence of or removal of Hazardous
Substances on or from the Project or the Affected Property, and (11) Borrower has made no prior
promises of indemnification to any party relating to the ex15tence or non-existence of Hazardous
Substances on the Project. -

44 Obligation to Comply with Environmerifal 'ar_ld: Access'[.aws. Borrower shall
construct, keep, and maintain the Collateral in compliance with any and all laws relating to public
safety and the condition of the environment, including but not limited to-the Environmental Laws
and the Access Laws. Borrower covenants that, so long as Borrower owns any interest in the
Project, Borrower and Borrower’s agents, contractors, authorized représentatives, and employees
shall not engage in any of the following prohibited activities, and Borrower shall-use diligent
efforts to assure that Borrower’s invitees and tenants, and such tenant's employees, agents, and
invitees shall not: (i) cause or permit any release or discharge of Hazardous Material on the
Project other than in full compliance with all Environmental Laws; (if) cause or permit any.
manufacturing, storage, holding, handling, usage, placement, transporting, spﬂlmg, leaking,
discharging, or dumping of Hazardous Material in or on any portion of the Project other than in
full compliance with all Environmental Laws; (iii) suffer or permit any other act upon or.
concerning the Project that would result in a violation of any Environmental Law or. _1_'equ1re any” |
alterations or improvements to be made on the Project under any of the Environmental Laws; or =
(iv) suffer or permit any other act upon or concerning the Project that would resuit in a violation -

% -. . *
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- of any Access Law or require any alterations or improvements to be made on the Project under
e any of the Access Laws.

4.5.  Obligation to Cure Non-Compha.nce

4.5.1 If Borrower at any time becomes aware of (i) any Hazardous Substances

"on orother environmental problem or liability with respect to the Project or any Affected
Property, (11) any failure of the Project or the Improvements to comply with any of the

Environmental Laws, (iii) any failure of the Project or the Improvements or the marketing efforts
and other operations undertaken with respect thereto to comply with any of the Access Laws, or
(iv) any lien, action or notice resulting from violation ef any Environmental Laws or Access Laws,
Borrower shall nmnedlately notify Lender, and shall thereafter exercise due diligence to ascertain
the scope and nature of such condition and provide all notices that state or federal law may
require. -

4. 5 2. If aupon giving such notice or for any other reason, one or more
governmental agencres havmg appropriate jurisdiction requires removal or treatment of
Hazardous Substances from or on the Project or the making of alterations to the Project to
conform to Access Laws, or such removal, treatment, or alteration is required by Environmental
Laws or Access Laws, Borrower will: (i) take all actions that are necessary or desirable to clean
up any Hazardous Substances affectmg the Project, inchuding removal, treatment, containment or
any other remedial action required to restore the Project to a safe condition in compliance with
applicable laws and regulations, incliding Environmental Laws, (ii) take all actions that are
necessary or desirable to modify the Project and all Improvements and marketing materials so as
to achieve compliance with applicable laws and regulations, including Access Laws, and/or
(iii) attempt, through appropriate legal or administrative proceedings, to obtain a stay of
enforcement proceedings if Borrower believes in good faith that Borrower is not required by law
to cure such Hazardous Substances condmon or to make alterations to comply with Access Laws.

453  Except for removal or heatment of any Hazardous Substances deposited
on the Project by Lender, Borrower agrees that the amelioration, treatment, containment, or
removal of all Hazardous Substances that may be discovered on the Project shall be at Borrower's
sole expense, reserving unto Borrower any claims for contnbutron or indemnity that Borrower
may have against other parties who may be held liable therefor

4.6. Indemnification of Lender. Borrower shall mdemmfy and hold Lender
harmless from and against any and all claims, demands,, damages, losses, liens, liabilities,
penalties, fines, lawsuits and other proceedings and costs and expenses (including attorneys' fees
and disbursements) that result in actual cost and expense to Lender prior to any transfer of the
Project pursuant to foreclosure proceedings or in lieu thereof, and arise directly or indirectly from
or out of, or in any way connected with: (i) the inaccuracy of the representations contained
herein; (ii) any activities on the Project during Borrower's ownership, possession or control of the
Project that directly or indirectly result in the Project or any Affected Property becoming
contaminated with Hazardous Substances; (jii) the discovery and/or clean up of Hazardous
Substances that were deposited on or were existing on the Project prior to such a transfer or that
were deposited on any Affected Property as a result of Borrower’s actions or omissions; or
(iv) any alleged or actual failure of any improvements now or hereafter constructed- on ‘the Project
to continuously comply with all Access Laws now or hereafter enacted for any reason’ .
whatsoever. Borrower acknowledges that, as between Borrower and Lender, Borrower’ will be ™
solely responsible for all costs and expenses relating to the clean up of Hazardous Substances
from the Project or the clean up of any Hazardous Substances from any Affected Property asa
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~-Tesult of Borrower’s actions or omissions and the modification and correction of any of the

S __ mprovements constructed on the Project so as to comply fully with all Access Laws.

ARTICLES
RIGHTS AND DUTIES OF THE PARTIES

. 51 Performance of Secured Obligations. Borrower shall promptly pay and
perform each Secured Obligation in accordance with its terms.

.5, 2 . Representahons and Warranties. Borrower represents and warrants that, except -
as prevrously dlsclosed and accepted by Lender in writing:

! ' 521°, Title to Land and Improvements. Borrower holds fee simple title to all
of the Land and Improvements subject only to such exceptions and encumbrances as have been
approved in writing by Lender (the “Permitted Exceptions”), and Borrower has or will have good
title to all portions of the Collateral other than the Land and Improvements.

522 Title'to Personal Property. Borrower owns any portion of the Collateral
that is personal property free and clear of any security agreements, reservations of title, or
conditional sales contracts, and there is no financing statement affecting such personal property
on file in any public ofﬁce other than'in Lender’s favor.

5.2.3 Rrght to Encumber/Pnonty Borrower has the full and unlimited power,
right, and authority to encumber the Collateral and assign the Rents, Issues and Profits and
Leases. Upon recording of this Deed of Trust and filing of a UCC Financing Statement with
respect to any portion of the Collateral that is determined to be personal property, this Deed of
Trust, Security Agreement, and Fixture Filing will create a first and prior lien on the Collateral
that is subject and subordinate to no other liens except for the Permitted Exceptions.

524 Commercial Purposes The Loan and the other Secured Obligations
were obtained by Borrower and will continue to be tised for commercial or business purposes,
other than agricultural, timber, or grazing purposes, ‘and nit for personal, family or household
purposes.

5.3 Taxes and Assessments. Borrower sha]l pay or cause to be paid when due, all
general real and personal property taxes, special and supplemental real and personal property
taxes and assessments, license fees, license taxes, levies, charges, penalties, or other taxes or
similar impositions imposed by any public or quasi-public authonty or.utility company that are
or may become a lien upon the Collateral or any portion thereof or interest therein, or that may
cause any decrease in the value of the Collateral or any part of it Borrower shall also pay when
due all real property taxes, assessments, levies and charges imposed by any public authority
upon Lender by reason of its interest in the Collateral created hereby. All of the foregoing taxes,
assessments and other charges payable by Borrower with respect to the Collateral are collectively
referred to as the “Impositions.” If requested by Lender, Borrower shall furnish Lender with
receipts from the appropriate taxing authority or other proof satisfactory to Lender that all
Impositions have been paid on or before the date upon which they become delinquent.

5.4 Liens, Charges and Encumbrances. Borrower shall not encumber or pérmit the
encumbrance of the Collateral without Lender’s prior written consent and Borrower shall .
immediately discharge any lien on the Collateral to which Lender has not consented in wntmg
Borrower shall pay or cause to be paid when due all obligations secured by or reducible to liens -
and encumbrances that shall now or hereafter encumber or appear to encumber the Collateral or -
any part thereof, all claims for work or labor performed, or materials or supplies furnished, in-" ..~
connection with any work upon the Project, whether the lien, charge or encumbrance is or would © -
Construction Deed of Trust — Loan No. 1188895-3001 Paged ~
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“be senior or subordinate to this Deed of Trust; provided, however, that Borrower shall not be in

: default hereunder due to any such lien, charge, or encumbrance that is a Permitted Exception.
./~ Lender hereby expressly reserves the right to advance any and all funds necessary to cure any

and a]l such obligations, and/ or claims.

: 5; 5 Required Insurance. Borrower shall keep the following insurance coverages in
effect with respect to the Collateral: (a) Insurance against loss by fire and the hazards now or
‘hereafter embraced by the standard “All Risk” form of insurance, in an amount equal at all times

to the full insurable value of the Improvements. All such insurance coverage shall contain a

“replacement cost endorsement” without reduction for depreciation, and shall aiso contain loss of
rents and/or business interruption insurance coverage, a fluctuating value endorsement with a
waiver of the co-insurance clause (or an agreed amount endorsement with an inflation guard
endorsement), and shall contain such other endorsements as Lender may reasonably request. All
such endorsements shall be in form and substance satisfactory to Lender; (b) comprehensive
public liability insurance-against claims for bodily injury, death or property damage occurring on,
in or about the Property in amounts and on terms acceptable to the Lender; {c) flood insurance in
an amount satisfactory to Lender and on terms satisfactory to Lender if the Land is located in a
designated flood hazard area; and (d) insurance against such similar or other hazards, casunalties,
liabilities and contmgenaes, in such forms and amounts, as Lender may from time to time
reasonably require. Each insurance policy shall be with a company and in a form acceptable to
Lender. Each hazard insurance policy shall include a Form 438BFU or equivalent mortgagee
endorsement in favor of Lender. Each. hablllty insurance policy shall name Lender as an
additional insured. All required policies will provide for at least ten (10) days’ written notice to
Lender prior to the effective date of any cancellation or material amendment, which term shall
include any reduction in the scope ot limits of coverage. Borrower shall furnish to Lender the
original of each required insurance policy, or a certified copy thereof together with a certificate of
insurance setting forth the coverage, the limits of liability, the carrier, the policy number and the
expiration date. Borrower shail promptly furnish to Lender all renewal notices relating to
insurance policies. Borrower shall pay all premiums on insurance policies directly to the carrier.
At least thirty (30) days prior to the expiration date of each such policy, Borrower shall furnish to
Lender a renewal policy in a form acceptable to Lender, together with evidence that the renewal
premium has been paid. As security for the Secured Obligations, Borrower hereby assigns to
Lender all required insurance policies, together with all proceeds thereof, rights thereto and all
unearned premiums returnable upon cancellation.

5.6 Insurance and Condemnation Proceeds. ™

5.61 Payment to Lender. Borrower hereby absolutely and irrevocably assigns
to Lender, and authorizes the payor to pay to Lender, the following claims, causes of action,
awards, payments and rights to payment, together with all interest that may accrue thereon
{(collectively, the “Claims”): :

5.6.1.1 Condemnation Awards. All awards of da.mages and all other
compensation payable directly or indirectly because of a condemnation, proposed
condemnation, or taking for public or private use that affects all or part. of the Collateral
or any interest in it; e
5.6.1.2 Warranty Claims. All awards, claims, and causés. of _acﬁorl" : _' -
arising out of any warranty affecting all or any part of the Collateral, or for déxmagé or' ¥
injury to or decrease in value of all or part of the Collateral or any interest init; and..

5.6.1.3 Insurance Proceeds. All proceeds of any insurance pohc1es
payable because of damage or loss sustained to all or part of the Collateral. :
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5.6.2  Notice to Lender. Borrower shall immediately notify Lender in writing

:f (i) any damage occurs or any injury or loss is sustained to all or part of the Collateral, whether

~ /- ornot covered by insurance or warranty, or any action or proceeding relating to any such

* . -damage, injury, or loss is commenced; or (ii) any offer is made, or any action or proceeding is
~commenced, that relates to any actual or proposed condemnation or taking of all or part of the
Co]lateral

5.6.3  Pursuit of Claims. Borrower shall pursue recovery of all such Claims
a.nd defend its. rlghts under any proceeding for condemnation of the Collateral or any part thereof
and prosecute the same with due diligence to its final-disposition, and shall cause any awards or
settlements to be pald over to Lender for disposition pursuant to the terms of this Deed of Trust.
Lender may, at Lender’s option and in Lender's sole discretion, as attorney-in-fact for Borrower,
make proof of loss and adjust and compromise any Claims, appear in or prosecute any action or
proceeding to enforce the Claims, or participate in any action or proceedmg relating to
condemnation or takmg of all or part of the Collateral, and may join Borrower in adjusting any
loss covered by insurance: Borrower shall deliver or cause to be delivered to Lender such
instruments as may be requested by Lender from time to time to permit Lender to take any such
actions.

5.6. 4 Apphcaﬁon of Proceeds. All proceeds of the Claims that Borrower may
receive or be entitled to receive shall be paid to Lender. Lender shall apply any proceeds
received by it hereunder first to the payment of the reasonable costs and expenses incurred in the
collection of the proceeds. Lender shall then apply the remaining balance of such proceeds (the
“Net Claims Proceeds”), in its absolute discretion and without regard to the adequacy of its
security: (i) to any of the Secured Obligations, notwithstanding the fact that Secured Obligations
may not be due according to the terms thereof; (ii) to reimburse Borrower for the costs of
reconstructing the Improvements or otherwise repairing or restoring the Collateral; or (iif) to
Borrower; provided, however, that if there are no oufstanding Events of Default under any of the
Loan Documents and Borrower establishes, to Lender’s reasonable satisfaction, that Borrower has
sufficient funds, including the Net Claims Proceeds, to fully rebuild or repair the Collateral
within the remaining term of the Loan and without delaying the completion date of the Project,
Lender shail make disbursements of the Net Claims Proceeds for purposes of repair or restoration
of the Collateral. : :

5.6.5 Restoration. If the Net Clalms Proceeds ai'e used to reimburse Borrower
for the cost of reconstruction, restoration, or repair of the Collatéral, the Collateral shall be
promptly and diligently restored by Borrower to the equivalent of its condition immediately prior
to the casualty or condemnation in accordance with the Plans orto such-other condition as Lender
may approve in writing, and disbursements of such Net Claims Preceeds shall be in accordance
with disbursement procedures acceptable to Lender. I, after applymg the Net Claims Proceeds
to the Secured Obligations, Lender reasonably determines the remaining security to be
inadequate to secure the remaining Secured Obligations, Borrower shall, upon.written demand
from Lender, repay an amount that will reduce the remaining Secured Obhgatlons toa balance
for which adequate security is present. T :

5.7 Reserves for Taxes and Insurance. If required by Lender after an Event of
Default has occurred, Borrower shall deposit with Lender, in monthly mstallments an amount
equal to one-twelfth of the estimated aggregate annual Impositions and insurance premiums for
the Project. In such event, Borrower shall cause all bills, statements, or other documents relating”
to the Impositions and insurance premiums to be sent or mailed directly to Lender. Upon receipt :
of such bills, statements, or other documents, and provided Borrower has deposited sufficient .~ ¢
funds with Lender pursuant to this Section, Lender shall pay such amounts as may be due
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* thereunder out of the funds so deposited with Lender. If at any time and for any reason the
.~ funds deposited with Lender are or will be insufficient to pay such amounts as may then or
./ subsequently be due, Lender shall notify Borrower and Borrower shall immediately deposit an
- amount equal to such deficiency with Lender. Notwithstanding the foregoing, nothing contained
- herein shall cause Lender to be deemed a trustee of said funds or to be obligated to pay any
" amounts in excess of the amount of funds deposited with Lender pursuant to this Section. Lender
‘may comnungle said reserve with its own funds and Borrower shall be entitled to no interest
: thereon

5 8 ' "Mamtenance and Preservation of the Collateral. Borrower covenants: (a) to
maintain and preserve the Collateral in good condition and repair and in a prudent businesslike
manner; (b) not to. remove, demolish or structurally alter the Collateral or any part thereof, or
alter, restore or-add to the Collateral, or initiate or allow any change in any zoning or other land
use classification that affects the Collateral or any part of it, except with Lender’s express prior
written consent, and excepl: such alterations as may be required by laws, ordinances, rules,
regulations, or orders of governmental authorities or by the terms hereof; (c) to comply with and
not suffer violations of any existing and future subdivision laws, building codes, zoning laws and
regulations, and other laws, regulations, ordinances, rules, codes, orders, directives, guidelines,
building restrictions and requirements of, and all agreements with and commitments to, all
federal, state, county or municipal governmental, judicial or legal authorities or agencies having
jurisdiction over the Borrower or the Project, including those pertaining to the construction, sale,
lease, or financing of the Improvements and all recorded covenants and restrictions affecting the
Project (the “Requirements”); (d) not to commit or permit any waste to or deterioration of the
Collateral; (e) to perform all other acts that from the character or use of the Collateral may be
reasonably necessary to maintain and preserve its value; (f) to perform all obligations required to
be performed under the Loan Documents; and all other obligations of Borrower pertaining to the
Collateral; and (g) to execute and, where appropriate, acknowledge and deliver such further
instruments as Lender or Trustee may deem necessary or appropnate to preserve, continue,
perfect and enjoy the security provided for herein. L

59 ' Defense and Notice of Actxons, Costs. Borrower shall, without liability, cost, or
expense to Lender or Trustee, protect, preserve, and defend Borrower’s fee interest in and to the
Project and Borrower’s interest in the Collateral, the security of this Deed of Trust, any additional

* or other security for the Secured Obligations, and the rights or powers of Lender or Trustee

hereunder against all adverse claims. Said protection, preservation, and defense shall include,
but not be limited to, protection, preservation and defense against all adverse claimants to and
encumbrancers of Borrower’s interest in the Collateral, whether or not such claimants or
encumbrancers assert an interest paramount to that of Lender. Borrower shall give Lender and
Trustee prompt notice in writing of the filing of any such action or proceeding. Borrower shall
pay all costs, fees, and expenses including, without limitation, costs of evidence of title, trustees’
fees, and reasonable attorneys’ fees paid or incurred in any action or proceeding in which Lender
and/or Trustee may appear or be made a party, whether or not pursued to final judgment, and in
any exercise of the power of sale or other remedy contained herein, whether or not such sale is
actually consummated or such other remedy is actually prosecuted to completlon

510  Right of Inspection. Lender, its agents, employees and representauves shall
have the right to enter the Project at any reasonable time for the purpose of inspecting the Project
and ascertaining Borrower’s compliance with the terms hereof, and for such other purposes and
in accordance with the terms specified in any of the other Loan Documents. . .

511 Actions of Trustee. Trustee accepts this trust when this Deed of Trust, duly
executed and acknowledged, becomes a public record as provided by law.
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5.11.1 Compensation. Borrower agrees to pay fees in the maximum amounts

_' legally permitted, or reasonable fees as may be charged by Lender and Trustee when the law
. ‘provides no maximum limit, for any services that Lender or Trustee may render in connection
# . with'this Deed of Trust. Borrower further agrees to pay or reimburse Lender for all costs,
*' expenses and other advances that may be incurred or made by Lender or Trustee in any efforts to_

enforce any terms of this Deed of Trust, whether any lawsuit is filed or not, or in defending any

“action or proceeding arising under or relating to this Deed of Trust, including attorneys’ fees and
‘other legal costs, costs of any Foreclosure Sale (as defined in Section 6.2.8) or bankruptcy

proceedmg affectmg the Borrower or the Collateral, and any cost of evidence of title.

.*. 5112 Exculpation. Lender shall not be directly or indirectly liable to Borrower
or any other person as a consequence of: (i) Lender's exercise of or failure to exercise any rights,
remedies, or powers granted to it in this Deed of Trust or to perform or discharge any obligation
or Hability of Borrower under any agreement related to the Collateral or under this Deed of Trust;
or (ii) any loss sustained by Borrower or any third party resulting from any act or omission of
Lender in managing ‘the’ Project, unless the loss is caused by the willful misconduct or gross
negligence of Lender. Borrower hereby expressly waives and releases all liability of the types
described above, and; agrees that no such liability shall be asserted against or imposed upon
Lender.

5.11.3 'Indemhificaﬁon Borrower agrees to indemnify Trustee and Lender
against and hold each of them and their respective officers, employees, agents, and
representatives, harmless from and against any and all losses, damages, liabilities, claims, causes
of action, judgments, court costs, attornéys’ fees, and other legal expenses, cost of evidence of
title, cost of evidence of value, and other costs and expenses that either may reasonably suffer or.
incur: (i) in performing any act required or permitted by this Deed of Trust or any of the other
Loan Documents or by law; (ii} because of any failure of Borrower to perform any of its Secured
Obligations; or (iii) because of any alleged ‘obligation of or undertaking by Lender to perform or
discharge any of the representations, warranties, condmons, covenants or other obligations in any
document relating to the Collateral other than the Loan Documents. This agreement by Borrower
to indemnify Trustee and Lender shall survive the release and cancellation of any or all of the
Secured Obligations and the full or partial release and/ of Feconveyance of this Deed of Trust.

5114 Payment by Borrower. Bormwer ‘shall fulfilt all obligations to pay
money arising under this Section immediately upon demand by Trustee or Lender. Each such
obligation shall be added to, and considered to be part of, the principal of the Note, and shall bear
interest from the date the obligation arises at the rate apphcable to the prmc1pal balance of the
Note, as such rate may be adjusted.

5.12 Permitted Actions.

5121 Releases, Extensions, Modification, and Addlhonal Secunty From
time to time, Lender may perform any of the following acts without incurring any liability or
giving notice to any person: (i) release any person liable for payment of any Secured Obligation;
(ii) extend the time for payment, or otherwise alter the terms of payment, of any Secured
Obligation; (iii) accept additional real or personal property of any kind as secunty forany.
Secured Obligation; or (iv) alter, substitute, or release all or any portion of the Collatei:al-

5122 Powers of Trustee. From time to time when requested to.do 50 by
Lender in writing, Trustee may perform any of the following acts without incurring any hab:hty
or giving notice to any person and without affecting the personal liability of any person for. .-
payment or performance of any of the Secured Obligations: (i) consent to the making of any plat
or map of the Project or any part of it; (ii) join in granting any easement or creating any covenant

. o
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or restriction affecting the Project; (iii) join in any extension, subordination, or other agreement
- affecting this Deed of Trust or the lien of it; or (iv) reconvey the Collateral or any part of it
S wﬁhout any warranty.

513  Partial Reconveyance. Upon Borrower's fulfillment of all of the terms and
“conditions set forth in the Loan Documents, Lender agrees, at any time upon the written request
‘of Borrower, to direct Trustee to execute and deliver a partial reconveyance releasing from the
‘lien of this Deed of Trust each of the separate subdivision lots (or condominium units, if
applicable) that collectively constitute the Land (each lot or condominium unit to be released is
heréinafter referred to as a “Release Unit”) so long as: (i) there does not exist any uncured
default urider any of the Loan Documents or any event which, following notice and/ or the
expiration of’ any applicable cure period without a cure, would constitute an default thereunder,
(ii) the Release Unit and the real property remaining subject to the Deed of Trust shall each
constitute legal and separately conveyable parcels with reasonable and adequate access to public
streets and utilities, in accordance with the Plans, and (iii) Lender receives the release price
established in the Loan-Documents (the “Release Price”) and all other amounts it is entitled to
receive thereunder.- Except as specifically provided in the Loan Documents, Lender shalil not be
obligated to reconvey:the lien of the Deed of Trust, in whole or in part, until it has received
payment in full of all amounts due Lender under any of the Loan Documents. Lender's
acceptance of any payment or instruction to the Trustee to issue any partial reconveyance shall
not affect Borrower's obhganon to repay all amounts that remain owing under the Loan
Documents or the security of this Deed of Trust regarding any Collateral that is not reconveyed.
If Lender does not require satisfaction of all of the conditions set forth in the Loan Agreement
before releasing one or more Release Units, that alone shall not be a waiver of such conditions,
and Lender reserves the right to require. their satisfaction in full before releasing any further
Release Units from this Deed of Trust.’

514  Full Reconveyance. When all of the Secured Obligations have been paid in full
and there exists no default under any Related Loan, Lender shall request Trustee in writing to
reconvey the Collateral, and shall surrender this Deed of Trust and all notes and instruments
evidencing the Secured Obligations to Trustee.- When Trustee receives Lender's written request
for reconveyance and all reconveyance fees, recordmg fees, or other fees and expenses owing to it
by Borrower hereunder, Trustee shall reconvey the Collateral, or so much of it as is then held
under this Deed of Trust, without warranty to the person or persons legally entitled to it. In the
reconveyance, the grantee may be described as “the person or persons legally entitled thereto,”
and the recitals of any matters or facts shall be conclusive proof of their truthfulness. Neither
Lender nor Trustee shall have any duty to determine the nght of persons clzummg to be rightful
grantees of any reconveyance.

515  Late Charge. If Borrower commits an Event of Default in the payment of an
amount due and payable under this Deed of Trust, a late charge as speécified in and measured by
the Note may be charged by Lender for the purpose of defraying the extra administrative
expenses incident to handling such delinquent payment and the loss of the use of funds resulting
from Borrower’s non-payment when due. Such late charge shall be paid without pre]udlce to the
rights of the holder of the Note to collect any other amounts provided to be paid th_eren_nd_er

516  Subrogation. Lender shall be subrogated to the liens of all enmmlbrances, L
whether released of record or not, that are discharged in whole or in part by Lender in. o
accordance with this Deed of Trust or with the proceeds of the Loan. .

5,17  Notice of Change. Borrower shall give Lender prior written notice of any change
in: (i} the location of its place of business or its chief executive office if it has more than one place" -
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.~of business; (ii) the location of any of the Collateral, including the Books and Records; and

e . (iif) Borrower’s name or business structure. Unless approved by Lender in writing, all Collateral
~ ¢ ‘thatconsists of personal property (other than the Books and Records) will be located at the Project
- .-and all Books and Records will be located at Borrower’s place of business, or chief executive office

i 1f Borrower has more than one place of business.

ARTICLE 6
DEFAULTS AND REMEDIES

"6 '1” Events of Default. The occurrence of.any one or more of the following shall
constxtute an ”Event of Default™

6. 1 1. . Payment Default. Failure to make any payment or to perform an
obligation topay- money that arises under the Note or any of the other Loan Documents within 15
days after the date on which such payment is due, except for obligations due on the Maturity
Date of the Note, for: Wh1ch there shall be no 15 day grace period;

6:1:2 _Construchon Defaults. Any of the following relating to construction of
the Project: (i) The ﬁlmg of any mechanic’s lien or any stop notice with respect to the Project that
is not bonded against or released upon Borrower’s discovery thereof and within 30 business days
after filing; (ii) Any material failare in the construction and completion of the Improvements to
comply with: (a) the Plans; (b) the Requuemenls or (c) the terms of this Agreement, if such
failure is not cured within 30 days after notice thereof by Lender, or, if such cure cannot be
accomplished within such 30-day period through the exercise of diligence, the faiture by
Borrower to promptly commence the required.cure and thereafter to continue the cure with due |
diligence until such default is totally cured, which must in any event occur within 90 days after
such defaul; or (i) Borrower’s failure to proceed with work on the Improvements in a diligent
and workmanlike manner if such faﬂure Is, not cured mﬂun 15 days after written notice thereof
by Lender.

613 Unauthorized Transfer. A 'trari;sfér, purported transfer, or change of
ownership or control of Borrower in violation of Artlcle 8.

6.1.4 Insolvency. Borrower or any trustee of Borrower or Guarantors: (i) files
a petition in bankruptcy or for an arrangement, reorganization, or any other form of debtor relief;
or such a petition is filed against Borrower or Guarantors or any trustee of Borrower or Guarartor
and is not dismissed within 45 days after the date of filing; (ii) commences any proceeding for
dissolution or liquidation or any such proceeding is commenced agairist Borrower or Guarantors
and is not dismissed within 45 days after the date of commencement; or (111) makes an assignment
of all or substantially all of its assets for the benefit of its credltors

6.1.5 Appointment of Receiver. A decree or order is entered for the
appointment of a trustee, receiver, or liquidator for Borrower or Guarantors or any of the
Collateral, and such decree or order is not vacated within 45 days after the date of entry.

6.1.6 Money Judgment. A final judgment, order or decree for the payment of
money shall be rendered against Borrower or any Guarantor, and Borrower or such Guarantor
shall not satisfy and pay the same or cause it to be discharged within 30 days from the entry
thereof, or shall not appeal therefrom and secure a stay of execution pending such appeal, or -
there is an attachment, execution, or other judicial seizure of any portion of Borrower’s assets a.nd
such seizure is not discharged or bonded against to Lender’s reasonable satisfaction: w1th.1n :
30 days. w
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6.1.7 Mrsrepresentahon Any written representation or disclosure made to

Lender by -Borrower proves to be materially false or misleading when made, whether or not that
C wrrt_t_en representation or disclosure is contained herein.

6.1.8  Security Impaired. There is an uninsured casualty with respect to any

“materral portion of the Collateral and Borrower fails to immediately repair such damage,
‘Borrower fails to satisfy the conditions set forth in the Deed of Trust for the release of insurance
proceeds or any condemnation award, or, whether or not Lender has received and applied

insurance proceeds or any condemnation award to the Secured Obligations in accordance with

the Deed of Trust, Lender reasonably determines that-its security is impaired by such casualty or \
condem.natlon and Borrower fails to immediately deposit in Borrower’s Account an amount
determined by Lender as necessary to restore such security.

6. 9 * Defaults Under Agreements with Third Parties. Borrower defaults in
the performance of any. thaterial covenant under any permitted financing related to the Project, or
under any sales agreernent lease, or other instrument assigned to Lender as security for the Loan.

6.1; 10 'Other Defaults Under Loan Documents. Borrower fails to perform any
other covenant, agreement, or obligation under any of the Loan Documents, including the failure
to provide any reports required to-be provided to Lender, if such default is not cured within
30 days after written notice thereof by Lender (or such other period as may otherwise be specified
herein or in the Loan Document under which such default arises).

6.111 Default 'U_rid_er_:R'eIated Loan Documents. An Event of Default as
defined under the Related Loan Documents occurs.

6.2 Rights and Remedies. ‘Atany time after the occurrence of an Event of Default
hereunder, Lender and/or Trustee shall‘have all of the rights and remedies described below, in
addition to any other rights and remedies of Lender under the Loan Agreement, the other Loan
Documents, or the Related Loan Documents. To the fullest extent permitted by law, all of such
rights and remedies shall be cumulative and the exercrse of any one or more of them shall not
constitute an election of remedies: :

6.21 Receiver. Without rega.rd to the ﬂren—cm'rent value of the Collateral or
the interest of Borrower therein, Lender may apply to any court having jurisdiction to appoint a
receiver for the Collateral or any portion thereof, and Botrower hereby irrevocably consents to the
appointment of a receiver upon such Event of Default. Any such receiver shall have the usual
powers and duties of receivers in like or similar cases and all the powers and duties of Lender set
forth in this Deed of Trust or any of the other Loan Documents. Employment by Lender shall not
disqualify a person from serving as receiver. :

6.2.2  Cure; Protection of Security. With or wrthout notlce, and without
releasing Borrower from any obligation hereunder, Lender may (but shall not be obligated to)
cure any breach or default of Borrower, and, if it chooses to do so in connection: wrth any such
cure, do any and all other things that it may in its sole discretion consider necessary and
appropriate to protect the security of this Deed of Trust. g .

6.23 Entry. Lender, in person, by agent, or by court-appomted recerver with
or without bringing any action or proceeding, may terminate Borrower’s right and license to -
collect the Rents, Issues and Profits and to administer the Leases, and enter, take possession of,
complete construction on, manage and operate, and lease or sell, all or any part of the Collateral,”
and may also do any and all other things in connection with those actions that Lender may inits -
sole discretion consider necessary or appropriate to protect the security of this Deed of Trustor = ¢
that are otherwise permitted to be taken or conducted by Lender under the Loan Agreement: If
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.+ 'Lender so requests, Borrower shall assemble any Collateral that has been removed from the

_Prnject and make all of it available to Lender at the Project site. The entering upon and taking
*+ ‘possession of the Project, the collection of the Rents, Issues and Profits and the application thereof
', -as.aforesaid, or any of such acts, shall not cure or waive any default or notice of default

~hereunder or invalidate any other right or remedy that Lender may have in response to such
. default or pursuant to such notice and, notwithstanding the continued possession of the Project or
-the collection, receipt, and application of the Rents, Issues and Profits by Lender, Trustee, or
Lender’s receiver or agent, Trustee or Lender shall be entitled to exercise every right provided for
in any of the Loan DOCuments or by law upon the occurrence of any Event of Default,

: - 624  Uniform Commercial Code Remedies. With respect to all or any part of
the Collateral that constitutes personal property, Lender shall have all of, and may exercise any or
all of, the rights and remedles of a secured party under the Uniform Commercial Code in effect in
the Project State. . :

625 Iudlclal Action. Lender may commence and maintain an action or
actions in any court of competent jurisdiction to foreclose this instrument as a mortgage or to
obtain specific enforcement of the covenants of Borrower hereunder, and Borrower agrees that
such covenants shall be specifically enforceable by injunction or any other appropriate equitable
remedy and that Borrower waives the defense of laches and any applicable statute of limitations.
If this Deed of Trust is foreclosed by judicial action, and the Collateral sold at a foreclosure sale,
the purchaser may, during any redemption period allowed, make such repairs or alterations on
the Property as may be reasonably necessary for the proper operation, care, preservation,
protection and insuring thereof. Any sums so paid together with interest thereon from the time
of such expenditure at the lesser of the default rate under the Note, or the maximum rate
permitted by law, shall be added to and become a part of the amount required to be paid for
redemption from such sale. In addition, Lender will be entitled to a judgment providing that, if
the foreclosure sale proceeds are insufficient to sahsfy the ]udgment execution may issue for the
deficiency.

6.2.6  Realization on Secunty Lender may resort to and realize upon or
waive the security hereunder and any other security now or hereafter held by Lender in such
order and manner as Trustee and Lender or either of thern may, in their sole discretion,
determine; which resort to such security may be taken concurrently or successively and in one or
several consolidated or independent judicial actions or Iawf'u]ly taken non-]uch(:lal proceedings,
or both, -

6.2.7 Power of Sale. Lender may execute a written riotice of such Event of
Default and of its election to invoke this power of sale to cause.all or part of the Collateral to be
sold to satisfy the Secured Obligations. Under this power of sale, Lender shall have the
discretionary right to cause some or all of the Collateral, including any Collateral property that
constitutes personal property, to be sold or otherwise disposed of in any comblnatlon and in any
manner permitted by applicable law. .

6.2.7.1 Sales of Personal Property. For purposes of ﬂ'IJS power of sale,
Lender may elect to treat as personal property any Collateral property . that i§ Jintangible
or that can be severed from the Land or Improvements without causing structural -
damage. If it chooses to do so, Lender may dispose of any personal property separately
from the sale of real property, in any manner permitted by the Uniform Cominercial . -
Code in effect in the Project State, including any public or private sale, or in'any manner -
permitted by any other applicable law. Any proceeds of any such disposition sha]l not
cure any Event of Default or reinstate any Secured Obligation. -
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6.2.7.2 Trustee's Sales of Real Property or Mixed Collateral. Lender
may also choose to dispose of some or ail of the Collateral that consists solely of real
property in any manner then permitted by applicable law. In its discretion, Lender may

also or alternatively choose to dispose of some or all of the Collateral in any combination
" consisting of both real and personal property, together in one sale to be held in :

accordance with the law and procedures applicable to real property, if and as permitted
in the Project State. Borrower agrees that such a sale of personal property constitutes a

o cemmercm]ly reasonable sale of the personal property. For purposes of this power of
* sale, either a sale of real property alone, or a sale of both real and personal property
"together, Wﬂl sometimes be referred to as a “Trustee’s Sale”.

= 6.2.7.3 Trustee’s Sale Procedures. Before any Trustee’s Sale, Lender or
Trustee shall | give and record such notice of default and election to sell as may then be
tequired by law. When all legally mandated time periods have elapsed, Trustee shall sell
the property being sold at a public auction to be held at the time and place specified in
the notice of sale, and Lender may impose such terms and conditions of sale as are
permitted-or allowed by applicable law. From time to time in accordance with then
applicable law, Trustee may, and in any event at Lender’s request shall, continue any
Trustee’s Sale by public announcement at the time and place scheduled for that sale, or
may, in its discrétion, give a new notice of sale. Also, Lender may from time to time
discontinue or rescind any notice-of default or notice of sale before any Trustee’s Sale as
provided above, by executing and delivering to Trustee a written notice of such
discontinuance or rescission.. The exercise by Lender of such right of rescission shall not
constitute a waiver of any breach or default then existing or subsequently occurring, or
impair the right of Lender to execute and deliver to Trustee, as above provided, other
declarations or notices of default to satisfy the Secured Obligations, nor otherwise affect
any provision, covenant, or conidition of any Loan Document or Related Loan
Documents, or any of the rights, obhgaﬁons, or remedxes of Trustee or Lender hereunder
or thereunder. P '

6.2.7.4 Bidding at TmStee’s _Sal_e. At any Trustee’s Sale, Trustee shall
sell to the highest bidder at public auction for cash in lawful money of the United States,
unless other terms and conditions of sale are prescribed by Lender in accordance with
and as permitted by applicable law. Any person, including, without limitation, Borrower
or Lender, may purchase at such sale, and Borrower hereby covenants to warrant and
defend the title of such purchaser or purchasers. Trustee shall execute and deliver to the
purchaser(s) at such sale a deed or deeds conveying the property being sold without any
covenant or warranty whatsoever, express or implied.. The recitals in any such deed of
any matters or facts, including any facts bearing upon the regulanty or va.hd1ty of any
Trustee’s Sale, shall be conclusive proof of their truthfulness. <~ - :

6.28 Single or Multiple Foreclosure Sales. If the Collateral consists of more

than one lot, parcel or item of property, Lender may: (i) designate the order in which the lots,
parcels and/or items shall be sold or disposed of or offered for sale or dlsposmon, and (i) elect to
dispose of the lots, parcels and/ or items through a single consolidated sale or disposition to be
held or made under the power of sale granted herein, or in connection with judicial proceedmgs,
or by virtue of a judgment and decree of foreclosure and sale; or through two or more such sales
or dispositions, each of which may be separately noticed if so elected by Lender and permitted by
applicable law; or in any other manner Lender may deem to be in its best interests (any such'sale .
or disposition, a “Foreclosure Sale”). If it chooses to have more than one Foreclosure Sale, Lender
at its option may cause the Foreclosure Sales to be held simultaneously or successively, on the i
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" .+ .same day, or on such different days and at such different times and places and in such order as it
-+ may deem to be in its best interests, all as may be permitted under applicable law. No
-/ ‘Foreclosure Sale shall terminate or affect the lien of this Deed of Trust on any part of the
S ___-Collateral that has not been sold until all of the Secured Obligations have been paid in full.

6.2.9  Releases, Extensions, Modification and Additional Security, Without

affectmg the liability of any person for payment of any of the Secured Obligations, Lender may
- make any agreement or take any action extending the maturity or otherwise altering the terms or

increasing the amount of any of the Secured Obligations, and accept additional security or release
allora portxon of the Collateral and/ or other security for the Secured Obligations.

6 210 Acceleration Not Required. Lender may take any of the actions
pernutted under Sections 6.2.1 and/ or 6.2.3 regardless of the adequacy of the security for the
Secured Obligations, or whether any or all of the Secured Obligations have been declared to be
immediately due and payable, or whether notice of default and election to sell has been given
under this Deed of Trust.”

6.3 Paym_en_t-of Costs, Expenses, and Attorneys’ Fees. All costs and expenses
reasonably incurred by Trustee and Lender in enforcing the remedies available to them
hereunder or otherwise protecting Lender’s rights or interests (including, without limitation,
court costs and attorneys’ fees, whether incurred in litigation or not, expenses for evidence of title,
appraisals and surveys and trustees’ fees, and costs and fees relating to any bankruptcy,
reorganization, or insolvency proceedmg) shall constitute an additional obligation of Borrower to
Lender and bear interest at the Default Rate of Interest from the date of expenditure until said
sums have been paid. o

6.4 Remedies Not Excluswe Trustee and/or Lender shall be entitled to enforce the
payment and performance of any Secured Obligations and to exercise any and all rights and
powers under this Deed of Trust, any other Loan Document, or any Related Loan Document,
notwithstanding the fact that some or all of the Secured Obligations may now or hereafter be
otherwise secured. Trustee and/or Lender shall be‘entitled to enforce all such rights concurrently
or separately, in such order and marnner as they or either of them may in their absolute discretion
determine. No remedy is intended to be exclusive of any other remedy, but each shall be
cumuiative and in addition to the others, to the fu]lest extent pemutted by law.

ARTICLE7 .
ASSIGNMENT--....

71 No Assignment or Encumbrance by Borrower Without Lender’s Consent.
Borrower acknowledges and agrees that the Secured Obligations are personal to Borrower and
that the identity of Borrower and its partners and employees, and of any guarantors, and the
relationship between Borrower and Lender, Borrower’s creditworthinéss, business expertise,
financial condition, and continued control of the Collateral were material inducements upon
which Lender relied in arranging the Secured Obligations. Accordingly, Borrower shall not,
without Lender’s prior written consent or as otherwise expressly permitted in this Agreement
(i) sell, convey, assign, encumber, or otherwise transfer any of its right, title, or interest in‘and to
the Collateral or any other Project asset, whether such transfer or encumbrance is volunta.ry or by
operation of law, other than as specifically permitted under the Loan Documents, (wy sell; assign,
or transfer its interest as borrower under the Secured Obligations, or (iii) transfer any stock or.
other ownership interest that would cause a material change in the control of Borrower _
(excluding, however, transfers of the interests of limited partners or non-managing members of
Borrower if such transfers do not materially diminish the powers of the general partneror "
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~ manager of Borrower or otherwise cause a material change in the rights to manage and control
-~ Borrower). Any attempted assignment without such prior written consent shall be null and void,
. and of no effect, and shall also constitute, at Lender’s option, an Event of Default by Borrower
S under this Agreement. ,

7.2 Conditions to Approval of Assignment. As a condition of approving any
_assrgnment Lender may impose such requirements and conditions as it determines are
‘appropriate in its sole discretion, including but not limited to the requirement that Borrower and
the assuming party pay, in advance, any and all reasonable costs and expenses, including
reasonable attorney’s and accountant’s fees, incurred by the Lender in connection therewith. No
approval of any assignment shall cause a release of Borrower from any lability under the Loan
Documents Wlthout Lender s prior written consent, which consent may be freely withheld.

73 - Loan Due upon Prohibited Transfer or Encumbrance. Upon any transfer,
assignment, of encuinbrarice, as described in Section 7.1 for which Lender’s written approval is
required but has not been 6btained, the entire outstanding balance owing under the Note,
including principal, accrued interest, and any other amounts owing under the Loan Documents
shall become due and payable at Lender’s option, without any requirement for notice or demand,
and Lender may pursue any remedles granted to it under this Deed of Trust or any of the other
Loan Documents. :

74 Asslgnment a.nd Partlc:patlon by Lender. Lender shall have the right, at any
time and from time to time and upoti notice to Borrower, to assign or sell the Secured Obligations,
and/or any one or more participations in the Secured Obligations, accompanied by an
assignment and/or delegation of any or - all related rights or obligations of Lender under the Loan
Documents, without the need for any: form of consent from Borrower.

. - ARTICLE 8
MISCELLANEOUS PROVISIONS.

8.1 Additional Provisions. The Loan Documents fully state all of the terms and
conditions of the parties’ agreement regarding the matters mentioned in or incidental to this Deed
of Trust. The Loan Documents also grant further nghts to Lender and contain further agreements
and affirmative and negative covenants by Borrower that apply to this Deed of Trust and to the
Collateral. .

8.2 Limitation on Interest and Charges. The interé_st, fees and charges under the
Loan Documents shall not exceed the maximum amounts periitted by any applicable law. If any
such interest, fee or charge exceeds the maximum, the interest, fee or charge shall be reduced by
the excess and any excess amounts already collected from Borrower shall be refunded. Lender
may refund such excess either by treating the excess as a prepayment.of principal under the Note
or by making a direct payment to Borrower. The provisions of this paragraph sha]l control over
any imconsistent provision in the Loan Documents.

8.3 Permitted Contests. Borrower may contest or object in good faith_.to_ﬂre amount
or validity of any tax, assessment, claim, demand, levy, lien, encumbrance, charge ot notice of
noncompliance asserted by a third party (collectively, a “Claim™), but only in accordance with the
following conditions: (i) Borrower shall first give written notice to Lender and. dep051t with
Lender a bond or other security satisfactory to Lender in such amount as Lender shall reasonably
require, up to 150% of the amount of the Claim or other sum in controversy, and shall have. _
demonstrated to Lender’s reasonable satisfaction that no portion of the Collateral will be sold to~ -
satisfy the Claim prior to final resolution; (ii) Borrower shall promptly and diligently pr_oqeed___to
cause the Claim to be settled and discharged in a manner not prejudicial to Lender or its rights- i

.)&\ ..-'
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_.hereunder; (iii) if Borrower shall fail to proceed diligently to discharge the Claim, then, in
~ addition to any other right or remedy of Lender, Lender may, but shall not be obligated to,
. /discharge the same, by paying the amount claimed to be due, or by deposmng in court a bond or
_the amount claimed or otherwise giving security for such Claim, or in such manner as is or may

" be prescribed by law, at Borrower’s expense; (iv)} Lender may employ an attorney or attorneys to

protectits rights hereunder, and in such event, Borrower shall pay Lender the attorneys’ fees and
- expenses incurred by Lender, whether or not an action is actually commenced against Borrower
by reason of any default hereunder; and (v) Borrower shall have provided such good and
sufficient undertaking as may be required or permitted by law to accomplish a stay of any legal
proceedmgs then pending in connection with the Claim.

' 8.4 “ Cooperation. Borrower shall, upon request, cooperate with Lender or Trustee to
correct any defect; error or omission that may be discovered in the contents of this Deed of Trust
or in the exécution or acknowledgment hereof, and will execute, acknowledge, and deliver such
further instruments'and take such further actions as may be reasonably requested by Lender or
Trustee to carry out more effectively the purposes of this Deed of Trust.

8.5 Obhgatmns of Bon'ower, Joint and Several. If more than one person has
executed this Deed of Trust as Borrower, the obligations of all such persons hereunder shall be
joint and several.’ .

8.6 Severablhty If any term of this Deed of Trust, or the application thereof to any
person or circumstances, shall, to any extent, be invalid, void or unenforceable, the remainder of
this Deed of Trust, or the application of such term to persons or circumstances other than those as
to which it is invalid, void or unenforceable, shall not be affected thereby, and each term of this
Deed of Trust shall be valid and enforceable fo the fullest extent permitted by law. If the lien of
this Deed of Trust is invalid, void or uneriforceable as to any part of the Secured Obligations, or if
the lien is invalid, void or unenforceable as to any part of the Collateral, the unsecured or
partially secured portion of such indebtédness shall be completely paid prior to the payment of
the remaining and secured or partially secured portlon of such Secured Obligations, and all
payments made on such Secured Obligations shall be considered to have been first paid on and
applied to the full payment of that portion of such mdebtedness that is not secured or fully
secured by the lien of this Deed of Trust. ot

8.7 No Waiver or Cure. No waiver or delay' or ondssion in the exercise or
enforcement by Lender of any of its rights or remedies hereunder or under any of the other Loan
Documents shall be considered a waiver of any subsequent application of, or right to enforce,
such right or remedy, or of the right to enforce any other right or remedy of Lender in another
instance. Furthermore, no waiver of Lender’s rights or remedies in one‘or more instances shalt
establish a course of dealing or other agreement that will bind Lender or prokibit Lender from
enforcing the terms of this Deed of Trust or any other Loan Doculnent jn'an'c)ther instance

8.8 Additional Security. If Lender at any time holds additional secunty for any of
the Secured Obligations, all such security shall be taken, considered, and held as cumulative, and
Lender may enforce the sale thereof or otherwise realize upon the same, at its option, either
before or concurrently with the exercise of any of its rights or remedies heréundeér or after a sale is -
made hereunder. The taking of additional security, the execution of partial relea.ses of the
security, or any extension of the time of payment of the Secured Obligations shall not dlmmlsh
the force, effect, or lien of this Deed of Trust and shall not affect or impair the hab)hty of any
maker, surety, or endorser for the payment of any such indebtedness.

8.9 Imposition of Tax. For purposes of this Section, “Tax” shall mean: (a) a spec1f1c
tax on deeds of trust or on all or any part of the indebtedness secured by a deed of trust; or (b) a
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" _-specific tax on the owner of the Collateral covered by a deed of trust which the taxpayer is
* ., authorized or required to deduct from payments on the deed of trust; or (c) a tax on property
-/ .covered by a deed of trust chargeable against a beneficiary or trustee under the deed of trust or
* .-theholder of the note secured by the deed of trust; or (d} a specific tax (other than an income tax
-Or a gross receipts tax) on all or any portion of the obligations secured hereby or on payments of

principal and interest made by a grantor under a deed of trust. If any Tax is enacted subsequent

‘to the date of this Deed of Trust, enactment of the Tax shall constitute an Event of Default, and

Lender may exercise any or all of the remedies available to it upon the occurrence of any Event of
Default, unless the following conditions are met: (i) Borrower may lawfully pay the Tax without -
causing any resulting economic disadvantage or increase of tax to Lender or Trustee; and

(ii) Borrower pays.the Tax (including any tax on the payment made) within 30 days after notice
from Lender that the tax law has been enacted.

810 No. Offset. Borrower’s obligation to timely pay and perform all obligations
under the Note, this Deed of Trust, and the other Loan Documents shall be absolute and
unconditional and shall not be affected by any event or circumstance; including without
limitation any setoff, counterclaim, abatement, suspension, recoupment, deduction, defense or
any other right that Borrower ot any guarantor may have or claim against Lender or any other
person or entity. The foregomg shall not constitute a waiver of any claim or demand which

" Borrower or any guarantor may have in damages or otherwise against Lender or any other

person or entity; provided that Borrower shall maintain a separate action thereon.

811  Accommodations to Successors. The liability of the original Borrower shall not
be released or changed if Lender grants any successor in interest to Borrower any extension of
time for payment, or modification of the terms of payment, of any Secured Obligation. Lender
shall not be required to comply with any demand by the original Borrower that Lender refuse to
grant such an extension or modification to, or commence proceedmgs against, any such successor
in interest. :

812 Amendments. This Deed of Trust cannot be waived, changed, discharged or
terminated orally, but only by an instrument in writing 51gned by the party against whom
enforcement of any waiver, change, discharge or- termmation is sought

813  Successors in Interest. Subject to the hnutatlons on transfer contained in the
Loan Documents, the terms, covenants, and conditions herein contained shall be binding upon
and inure to the benefit of the heirs, legatees, devisees, admnustrators, executors, successors and
assigns of the parties hereto. b,

8.14  Modification and Extensions. References to the Note, fhé Loan Agreement, the
Loan Documents and the Related Loan Documents in this document sha.]] be deemed to include
all modifications, extensions, and renewals thereof.

815  Applicable Law. The provisions of this Deed of Trust shall be governed by and
construed in accordance with the laws of the Project State, without regard to the choice of law
rules of the Project State and except to the extent that federal laws preempt the lews_of the Project
State. : -

816  Merger. No merger shall occur as a result of Lender’s acqumng any other estate
in or any other lien on the Collateral unless Lender consents to a merger in writing, - S

8.17  Waiver of Marshaling, Borrower waives all rights, legal and eqmiable’,”it majr o
now or hereafter have to require marshaling of assets or to require upon foreclosure sales of*
assets in a particular order. Each successor and assign of Borrower, including any holder'of a- hen
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~subordinate to this Deed of Trust, by acceptance of its interest or lien agrees that it shall be bound

by the above waiver, as if it had given the waiver itself.

. 818  Oral Agreements Notice. ORAL AGREEMENTS OR ORAL COMMITMENTS
TO LOAN MONEY, EXTEND CREDIT, OR TO FORBEAR FROM ENFORCING
'QREPAYMENT OF A DEBT ARE NOT ENFORCEABLE UNDER WASHINGTON LAW.]

"IN WITNESS WHEREOF, Borrower has executed this Deed of Trust, Security Agreement
and leture Filing as the Grantor/ Trustor hereunder, and as a Debtor under the Uniform
Commercial Code, as of the date set forth above.

Grantor/Trusto/Debtor/Borrower:  KABALO HEIGHTS, LLC,
T : a Washington Limited Liability Company

STATE OF WASHINGTON

County of King

I certify that I know or have satisfactory ev:dence that Dona.ld H. Leavitt is the person who
appeared before me and acknowledged that he signed this instrument, on oath stated that he was
authorized to execute this instrument and acknowledgeéd it as the Manager of KABALO
HEIGHTS, L.L.C. a Washington Limited Liability Company. to be the free and voluntary act of
such party for the uses and purposes mentioned in this instrument.

DATED this /% ’4day of September 1999.

o asge o ssad
G » — rrf
"'yﬁ\‘?ﬁ..f::mfd "'.‘ Notary Public in and for Washington State
WL EHIoN Q;'o-.“'o % Printed Name: __ Cﬁe’ L _Mead
Residing at: 30# * _Avenue, s whe 570
Appointment Expires: __ /3 - i 0D

Trepyueartt
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EXHIBIT “A”

DESCRIPTION OF PROPERTY

The East ¥z of thie Northwest ¥ of Section 35, Township 35 North, Range 3 East, W.M., EXCEPT
the County road along the north line thereof; AND ALSO EXCEPT the following described tract:

Begmmng ata point on the North line of the Southeast ¥4 of the Northwest ¥ of said Section 35,
which is North 89°52‘ East and 706.14 feet distance from the Northwest corner of said
subdivision; .-

thence North 89°52’ East along said North line 186.97 feet;

thence South 5°54; Eas_t 4_36.24 feet;

thence South 25°03'30" East, 221.46 feet;

thence South 89°52; West,'p"ara_llel with the North line of said subdivision, 446.45 feet;
thence North 0°51'50” West, parallel wﬂ:h the West line of said subdivision, 410.0 feet;
thence North 29°25'30” East, 25855 feét,'fb the point of beginning.

ALSQ EXCEPT the Northwest ¥ of the Southwest ¥ of the Northeast ¥4 of the Northwest % and -
the West ¥z of the Northwest V4 of the Northeast ¥4 of the Northwest %, all in Section 35, Township
35 North, Range 3 East, W.M., conveyed to the State of Washington, Department of Game by
deed recorded June 5, 1944, in Volume 194 of Deeds page 1, records of Skagit County,
Washington.

ALSO EXCEPT the following described Tracts ”A” Emd ”B"
Tract“A”: S

A tract of land in the Southeast ¥4 of the Northwest 1/4 of Sectnon 35 , Township 35 North, Range 35
East, W.M., described as follows:

Beginning at a point on the North line of said Southeast % of the Northwest 4 of Section 35,
which is North 89°52'24" East (called North §9°52" East in prev1ous deSCnphons) and 706.14 feet
from the Northwest corner of said subdivision;

thence North 89°52'24” East (called North 89°52' East in previous descnptlons) anng said North
line 186.97 feet; ;

thence South 5°53'37" East (called South 5°54 East in previous descripﬁons)'436.2_.4 fegt;
thence South 25°03'07” East (called South 25°03"30” East in previous descriptions)'22"1 46 feet;

thence South 89°52'24" West (called South 89°52" West in previous descnptlons) parallel w1th
said North line of said subdivision, 446.45 feet; o
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L 'Trac_t “A” continued:

) thence North 0°51°27” West (called North 0°51°50” West in previous descriptions), parallel with
 the West line of said subdivision, 410.00 feet to the true point of beginning;

thence cbhtiﬁuihg North 0°51°27” West 63.49 feet to an existing fence line;

thence North 30°31’ 3” East 187.63 feet along said fence line to said North line of said
subdivision; :

thence North 89°52’24” ‘East 32.69 feet along said North line to said point that 706.14 feet from
said Northwést corner of said subdivision;

thence south 29"2_5f53’. ¢ --V\}est (called South 29°25'30” West in previous descriptions) 258.55 feet to
the true point of beginning.

Tract “B”:

A tract of land in the Southeast V4 of-thé_NprmWest Y4 of Section 35, Township 35 North, Range 3
East, W.M.,, described as follows: -~ . -

Beginning at a point on the North Ime of said Southeast % of the Northwest % of Section 35,
which is North 89°52'24” East (called North:89°52’ East in previous descriptions) and 706.14 feet
from the Northwest corner of said subchv:smn,

thence North 89°52'24” East (called North 89°52 East in prevmus descriptions) along said North
line 186.97 feet;

thence South 5°5337” East (called South 5°54"; East in prevmus descriptions) 436.24 feet.
thence South 25°03'07” East (called South 25°03’30” East i m prev1ous descriptions) 221.46 feet;

thence South 89°52'24” West (called South 89°52" West i ln prevmus descriptions), parallel with
said North line of said subdivision, 446.45 feet to the true  point: of begmmng,

thence North 0°51'27” West (called North 0°51'50” West in prev1ous descnptlons) paraliel with
the West line of said subdivision, 410.00 feet;

thence continuing North 0°51;27” West 63.49 feet to an existin'g fence_]jné_;__ o
thence South 30°31'33” West 75.19 feet; e

thence South 0°51'27” East 408.80 feet to a point that is South 89°52"24” West from the true point
of beginning; : :
thence North 89°52'24 East 39.16 feet to the true point of beginning.

Situate in the County of Skagit, State of Washington.
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