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Document Title: ESTziﬁ-PEL'EEﬁTIFICATE FROM GROUND LESSOR
Reference Number(s) of Related Document(s)
Grantor(s): CITY OF ANAC.RTES
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Additional Legal Description(s) on EXhlblt A of locument

Assessor's Tax/Parcel Number: 3772- 033—015 0004

iISLAND TITLE COMPANY
A 20354

ESTOPPEL CERTIFICATE FROM GROUND LESSOR

DATE: March_{5, 2001
TO: WHIDBEY ISLAND BANK
FROM: CITY OF ANACORTES
RE: lease with Heritage Construction Gréup,ﬂ L. L C‘ | 6ngmal

lessee; and Anacortes Cinemas, L.L.C. sub iessee

DATED: original lease dated: February 1, 2001; sublease
dated: February 8, 2001.

PROPERTY: A commercial building to be constructed on Iots 1 '1 14,
block 33, per the Map of the City of Anacortes, -~
according to the plat thereof recorded in Volume 2 of
Plats, pages 4 through 7, records of Skagit County,
Washington. (See exhibit A attached) :

LESSOR: CITY OF ANACORTES |
LESSEE: HERITAGE CONSTRUCTION GROUP, L.L.C. as S
original lessee; o B



SUBLESSEEAnacortes Cinemas, L.L.C.

The City of Anacortes; being the present owner and lessor of certain land
and premises located in Anacortes, Skagit County, State of Washington, as more
fully described in the Lease Agreement, as identified above, (hereinafter referred
to as the "Ground Lease"), is aware and acknowledges that WHIDBEY ISLAND

BANK is about to make a loan to original Lessee, Heritage Construction, L.L.C. to

finance the construction of ‘jmprévemgnts on the leased premises, to be secured
partially by a Deed of Trust encumbering the Lessee's interest in the Ground
Lease and the leasehold estate created thereby. The City of Anacortes further
understands that it is a condition precedent to the Bank’s willingness to make this

loan that this certificate be furnished to WHIDBEY ISLAND BANK by the City of

Anacortes. Accordingly, and with the knowledge that WHIDBEY ISLAND BANK
will be relying upon statements herein'made, the City of Anacortes hereby
certifies as follows:

1. Except as stated in paragraph 2 below, the Ground Lease is in full
force and effect and has not been otherwise assigned, modified,
supplemented or amended in any way; and that there shafl be no
cancellation, surrender or modification-of the Ground Lease, by mutual
agreement of the parties, without Whidbey Island Bank’s prior written
consent. ‘

2. The original ground lease between the City of Anacortes and Heritage
Construction Group, L.L.C. was executed on February 1, 2001 and
recorded February 12, 2001, under auditor’s file number
200102120109.

3. ltis anticipated that the interest of Heritage CnstructionGroup L.L.C.
will be assigned to Radius Anacortes Properties; L.L.C. The City of
Anacortes approves and consents 1o this assignment.. o

4. Heritage Construction Group, L.L.C. subleased to Anacortes Cinemas,
L.L.C., the premises that are the subject of the ground lease referred to
in paragraph 2, above. This sublease agreement is dated February 8,
2001 and a memorandum of the sublease agreement was recorded
February 12, 2001, under auditor’s file number 2001021 20108. The -
City of Anacortes approved this sublease.

9. There is no default presently known to exist under the original Ground
Lease in the payment of rent or in the observance or performance of -
any other covenant or condition to be observed or performed by - -
Lessee and the City of Anacortes has no knowledge of any facts or-
information which, with the giving of notice, passage of time, or both,

would constitute a default by Lessee thereunder.

6. The City of Anacortes, through its departments and employees, has no I
knowledge of any prior assignment of the lease or a portion thereof, 5
except as herein stated, or of any prior hypothecation or pledge of
Lessee's interest under the Ground Lease. '?

L
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7. Thatthetennof the Ground Lease expires on January 31, 2026.

8. That the City of Anacortes consents to the Lessee’s execution and
recording of the Deed of Trust(s) and personal property security
agreement (a.copy of which is/are attached hereto) pledging Lessee's
interest in the Ground Lease to Whidbey Island Bank and which
includes an actual assignment of said Ground Lease fo Whidbey
Island Bank to secure the loan or loans Whidbey Island Bank are
making to the Lessee. Said consent, however, does not grant to
Whidbey Island Bank any additional rights than the Lessee has under
the Ground Lease, and if a conflict arises between the language of the
Ground Lease and Whidbey Island Bank’s Deed of Trust, the terms of
the Ground Lease shall govern.” |

That the City of Anacortes, upon serving Lessee with notice of any
default, shall simultaneously serve a copy thereof upon Whidbey Island
Bank and notice shall not be deemed to have been served upon
Lessee unless the City of Anacortes shall simultaneously serve a copy
of such notice upon Whidbey Island Bank. Upon receipt of written
notice of any default of Lessee, Whidbey Island Bank shall have the
same period, after service of such notice upon Whidbey island Bank, to
remedy or cause to be remedied the defaults complained of and the
City of Anacortes shall accept such performance as if the same had
been done by Lessee. This right to remedy the default shall include the
right to resume operation of the movie theater on the leased premises
“on a continuing basis” or some other use as permitted by paragraph
14C of the original ground lease.

The City of Anacortes agrees that, in the event the original lessee or its
successors or assigns, fail to renew the lease as permitted by
paragraph 19 of the original ground lease, Whidbey island Bank shall
have an additional 60 days after the termination of the'lease, to renew
the lease if it so elects. Such renewal shall be subject to the provisions
of paragraph 19 of the original ground lease, except as provided in this
agreement.

That in the event the Ground Lease terminates for any rease, e
Including the rejection of the Ground Lease in a bankruptcy proceeding,
or in the event that Whidbey Island Bank forecloses its deed of trust(s)

or security agreement on the lessee’s interest in the Ieaseholaséys;af;ea,;

the City of Anacortes agrees to enter into a new Ground Lease with
Whidbey Island Bank for the remainder of the term, effective as ofthe.
date of such termination with conditions, covenants and agreements.as .

contained in the Ground Lease and subsequent amendments, and
equal in priority thereto, except as provided herein. Provided, however
that Whidbey Island Bank shall deliver a written request to the Cityof

Anacortes for such new lease within fifteen (15) days after the notice of
termination has been served upon Whidbey Island Bank together with

all sums then due to the City of Anacortes under the Ground Lease and
Whidbey Island Bank shall agree to perform and observe ail covenants
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contained therein on Lessee's part to be performed and shall further
remedy any and all defaults of Lessee then in existence. If the Ground
Lease terminates because of bankruptcy of Lessee, Whidbey Island
Bank shall be required to cure any and all defaults due to Lessee's
non-performance of the lease covenants prior to the execution of g new

9 Notwithstanding the terms of paragraph 18, page 9, of the original
Ground Lease between Heritage Construction Group, L.L.C., and the
City of Anacortes, Whidbey Island Bank shall have the right to assign
its interest in Whidbey Island Bank’s “new Ground Lease” to a third
party. The City of Anacortes shall have the right to approve any
proposed assignment, but such approval shall not be unreasonably

withheld.

10 In the event that Whidbey. Island Bank forecloses its deed of trust(s) or
other security agreement on the lessee’s interest in the leasehold
estate, the City of Anacortes agrees that Whidbey Istand Bank may use
the leased premises for a purpose other than the use described in
paragraph 14 of the original ground lease.

11 Whidbey Island Bank may be named as its interests shall appear on
any standard mortgage endorsement on any and all insurance covering
the leased premises, the improvementg gr any part thereof.

12 The City of Anacortes further agrees that Whidbey Island Bank shall
not be liable under the Ground Lease following assignment or other
disposition of the leasehold estate of either Heritage Construction
Group L.L.C. or its successors and assigns. Howaver, if Whidbey
Island Bank is the financing institution of a new assignee, Whidbey
Island Bank shall have the same rights and obligations with respect to
said assignee and the City of Anacortes as set forth in this estoppel
agreement.

13 The City of Anacortes, through its departments and employeeshas no
specific knowledge or notice of the existence of hazardous wastes or
hazardous products located on the leased property.

14 No state or federal agency has notified the City of Anacorteé at ny

type of hazardous waste cleanup is required or necessary uponthe

subject property.

15 The subject property is properly zoned for the use intended by the
lessee and sublessee. L

16 The City of Anacortes has no pending plans or proposals to condemn
the subject property or any part thereof. R

17 The City of Anacortes has not engaged in any legal actions, lawsuits or s

other proceedings that may result in the condemnation of the property
that is the subject of the lease. ' |

18 That the statements herein made shall be bindina unnn tha Citv AF

01032700784
. Skagit County Auditor ',

2/27/2001 Page 4 of 21 11:33:

TN ‘



Anacortes rtssuccessors and assigns, and shall inure to Whidbey

Island Bank’s benefit and the benefit of Whidbey (sland Bank’s
successrsandasmgns

19 This agreement shall terminate upon payment in full to Whidbey Island
Bank of the above-referenced loan by Heritage Construction Group,
L.L.C., or by payment in full of loan proceeds by a new assignee to
Whidbey Island Bank as the financing institution. In either event,
Whidbey Island Bank is obligated to notify the City of Anacortes of the
same, in writing, within ten (10) days of the terminating event.

IN WITNESS WHEREOF, this certificate has been duly executed and delivered
as of the 5 day of 2/, 2001,

LESSOR:

CITY OF ANACORTES
P.o. Box 547

(mailing address)
Anacortes, Washington

AL AQ—% ko P

H Dean Maxwell, Maydr

STATE OF WASHINGTON)
.SS.
COUNTY OF SKAGIT )

On this _/§_2_4 day of 1M ARc 12001, before me, the undersigned, a Notary
Public in and for the State of Washington, duly commissioned and-sworn, .
personally appeared H. Dean Maxwell, to me known to be the Mayor of the City
of Anacortes, the municipal corporation that executed the foregoing-instrument to

be the free and voluntary act and deed of said corporation, for the usesand -~

purposed herein mentioned, and on oath stated that he was authorized to .~

execute the said instrument and that the seal affixed is the corporate seal of sa N

.

corporation.

\
\
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WITNESS m : " |
y hand and off
“ cial seal hereto affix d the day and | fi
year first ab |
. Qve

written.
(Signat W .

. (Print Name)

.~ NOTARY PU
BLIC i
Washington, resxdsnr;a;?d fW“
L f25.%

= My Commzss;on expires:

\\\\\‘\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\

Skag|t County Audlt

3I27!2001 Page g of 21 11 33: 43AN\



EXHIBIT A

Lots 11 throu
gh 14 Block 33
o MAP
S:(Lhe plat thereof recorded in VelumOF THE CI
git COUnty WaShmthn e 2 of Plat

_I?;(CgPTING THEREFROM

The outh 28 feet of Lots 11-14;

T e East 10 festof Lot 14; = =
he North 4 feet of Lots 11-14;

Situated in Skagit County, Washmgto;ﬁ

TY OF ANACORT
ES, accordi
8, pages 4 through 7, ra:-zco?drs(fI 121?

I \\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\
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350,0

Heferences in lhe shaded area are for Lenders use only and do not Jimit the applicabilily of this document to any particular Ioan or ilem.
. Any item above conlaining "* **" has been omitled due lo lex! length limitalions,

HER!%A(:‘;E CONSTRUCTION GROUP, LLC (TiN: Lender: Whidbey Island Bank

91-2020579) Anacortes Office
PO BOX 1420 2202 Commercial Ave,

OCEAN SHORES, WA 98569 P.O. Box 320
- Anacorles, WA 98221

THIS COMMERCJAL SECURITY AGREEMENT dated March 21, 2001, is made and execuled belween HERITAGE CONSTRUCTION GROUP, LLC
("Grantor™) and Whidbey lsland Bank (“"Lender").

GRANT OF SECURITY INTEREST, ‘:':fl'or valuable consideralion, Grantor granls o Lender a security inferest in the Collaleral lo secure the
indebledness and agrees that Lehde shall have the righis staled In this Agreemenl wilh respect lo the Collateral, in addilion to all other rights

which Lender may have by Iaw

COLLATERAL DESCRIPTION The werd "Collateral" as used in lhis Agreemen! means the [ollowing described property, whether now owned or
hereafler acquired, whelher now _existing .or hereafler arising, and wherever localed, in which Grantor is giving lo Lender a securily inleres! for the
payment of the Indeb!edness and’ perfm mance of ali other obligations under the Note and this Agreement:

All Inveniory, Chatlel Paper, Acr:ounts Equipment and General Intangibles, together with the following properly: All buildlng(s), fixiures,
furnilure, equipment such as movle screens, projectors, vending machines and ail other goods used In connection with or in the conduct
of the debtor’s business. !t will’ “also’Include the lease agreement beginning February 1, 2001, and ending January 31, 2026 belween the
Lessee: Heritage Construclion Group, LLC;PO Box 1420, Ocean Shores, WA 98569 and lhe Lessor: Cily of Anacorles; PO Box 547,
Anacorles, WA 98221 for the premises desc "d as: Pin L{s 11-14, Bik 33, Anacorles/Tax Accl. #3772~-033-015-0004.

in addition, the word "Collateral” elso mcludes all th _followmg, whether now owined or hereafler acquired, whether now existing or hereafler arising,
and wherever localed: s i

(A} Al accessions, atlachments, accessones |ools parts, supplies, replacements and addilions to any of the collaleral described herein, whelher
added now or laler. : 5

(8) All producls and produce of any ol lhe piroper!y descrlbed in this Collateral section.

(C) Al accounis, general infangibles, |nsl enls tents monies, paymentis, and ali ofher righls, arising out of a sale, lease, or other disposition of
any of the property described in this Collateral Seclton

(D} Al proceeds (including insurance proceeds) from lhe' saie .destruclion, loss, or other disposition of any of the property described in this
Collateral section, and sums dua from a third party: who h 'damaged or desiroyed lhe Collaleral or from that party's insurer, whether due lo
judgment, setllement or other process. 2 =

(E) Al records and dala relating lo any of the property descnbed in Ihis Collateral section, whether in the form of a wriling, photograph, microfilm,
microfiche, or electronic media, logether with all of Grarﬂors right, tclle and interest in and to all computer soflware required to ulilize, creals,
maintain, and process any such records or dala on eleclromc medla §

Despite any olher provision of this Agreement, Lender is not granted, ar‘ld wai! nol have, a nonpurchase money securily interest in household goods, 1o
the exlenl such a securily interest would be prohibited by appli icabledaw..# In addifion, if because of the lype of any Property, Lender is required lo give
a nolice of the right to cancel under Truth in Lending for the !ndebled ess, then Lender will not have a securily interest in such Coflaleral unless and
until such a nolice is given.

Some or all of the Collaleral may be located on the following des ed real eslale:

Lots 11 through 14, Block 33, Map of the City of Anacoﬂes, according lo the plat thereof recorded In Volume 2 of plats, pages 4
through 7, records of Skagit Counly, Washington;

Excepling therefrom

The South 28 feet of Lots 11-14;
The East 10 feel of Lot 14;

The North 4 feet of Lols 11--14

Situated In Skagit County, Washington. (the record owner of !he real property '|s _Cily of Anacortes).

RIGHT OF SETOFF. To the extenl permillted by applicable law, Lender reServes_\/ﬁ sight,, of seloff in all Granlor's accounts with Lender (whether
checking, savings, or some other account). This inctudes all accounts Granlor holds joinlly with"§6megpne else and all accounts Grantor may open in
the future. However, this does not include any IRA or Keogh accounts, or any trisst accounls for. which setoff would be prohibited by law. Grantor
authorizes Lender, to the extenl permitled by applicable law, to charge or setoff all sums owing.on the Indebledness against any and all such accounts,
and, at Lender’'s option, to administratively freeze alt such accounts to allow Lender lo pro1eci Lenders charge and seloff rights provided in this
paragraph. :

GRANTOR'S REPRESENTATIONS AND WARRANTIES WITH RESPECT TO THE COLLATERAL Wllh respect lo the Collaleral, Grantor represents
and promises o Lender thal:

Perfection of Security Interest. Grantor agrees lo execule financing statemenls and to lake whalever ‘olhier aclions are requested by Lender to
perfect and continue Lender's securily inferes! in the Ccllateral. Upon request of Lender; Grantor will. dei‘lver to Lender any and all of the
documenls ewdencmg or conslituling the Collateral, and Grantor will nole Lender’s inlerest upon any andall ‘challel paper if nol delivered to
Lender for possession by Lender. This Is a conlinuing Securily Agreement and will confinue in effect even lhough all or any part of the
Indebtedness Is paid In full and even though for a period of time Grantor may not be lndebled to Lender.:

Notices to Lender. Grantor will promplly nolify Lender in writing al Lender’s address shown, above {or such other addresses as Lender may
designale from lime lo time) prior lo any (1) change in Grantor's name; (2) change in Granlors assumed business’ name(s); (3} change in the
managermen! or in the members or managers of the limited liability company Granlor; (4) change in the autherlzed 5|gner(s) (5) change in
Grantor's principal office address; (6) conversion of Grantor to a new or dilterenl type of business entity: or {7) cﬁange in any other aspect of
Grantor that directly or indireclly refales lo any agreemenls belween Grantor and Lender. No change in Gran!ors name wsll take effect unlil after
Lender has been nolified. .

No Violatlon. The execulion and delivery of lhis Agreemeant wili nol violate any law or agreement govemmg

','rantor or lo whicﬁ Grantor is a party,
and ils membership agreemeni does not prohibit any term or condition of this Agreement. : .

Enforceabiiity of Collateral. To the extenl the Collateral consists of accounts, chaltel paper, or general mlanglble S8S derned by the Uniform
Commercial Cods, the Collateral is enforceable in accordance with ils terms, is genuine, and fuIIy complies with-all. apphcable laws and regulalions
concerning form, content and manner of preparation and execution, and all persons appearing to be obligated on lhe’ Collateral have authority
and capacily to contracl and are In fact obligated as they appear 1o be on the Collateral. Al the time any Account becomas subjecl to a securily
interest in favor of Lender, the Account shall be a good and valid account representing an undisputed, bona fide; indebledness ineufred by the
account deblor, for merchandise held subjecl o delivery instructions or previously shipped or delivered pursuanl 1o a conteacl of sald, or for
services pre\nously performed by Granlor with or for the account debtor. So long as this Agreemen! remains in effect, Grantor shall’ nol ‘without
Lender’s prior wrillen consent, compromise, selfle, adjus!, or extend payment under or with regard lo any such Accounls: ‘here shatl be no
seloffs or counterclaims against any of the Collateral, and no agreemenl shall have been made under which any deduclions or: .
claimed concerning the Collateral except those disclosed lo Lender in writing.

Location of the Collateral, Excep! in the ordinary course of Granlor's business, Grantor agrees to keep the Co[laleral (or lo the exlenl :the

Collateral consists of intangible properly such as accounts or general intangibles, the records concerning the Collaleral) at Grantor's address

shown above or al such olher localions as are acceptable to Lender. Upon Lender's request, Granlor wilt deliver 1o Lender in farm sallsfactory lo

Lender a schedule of real properties and Cailaleral locations relaling to Grantor's operations, including without limitation the following: (1) ‘all real
property Grantor owns or Is purchasing; {2) all real property Granlor is renling or leasing; (3) all storage facilities Granlor owns, rents leases or
uses; and (4) all other properties whera Collateral is or may be localed. ,

Removal of the Collateral. Except in the ordinary course of Granlor's business, including the sales of inventory, Grantor shall not remove the
Collaleral from ils existing location without Lender's prior written consent. To the exfent that the Collaleral consists of vehicles, or other. fitlec
property, Grantor shali not take or permit any action which would require application for cerlificates of litle for the vehicles culside the Slateof
Washington, withou! Lender’s prior wrillen consent. Grantor shall, whenever requesled, advise Lender of lhe exac! location of the Collateral; <
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COMMERCIAL SECURITY AGREEMENT

Loan No: 149007387 (Continued) Page 2

_Fransactions Involving Collateral. Except tor inventory sold or accounts collecled in the ordinary course of Grantor's business, or as alherwise
+ provided for in this Agreement, Grantor shall nol sell, offer lo sell, or otherwise kransfer of dispose of the Collaleral. While Grantor is nol in defauil
yﬁ‘de&_‘_‘_ his, Agreement, Grantor may sell inventory, bul only in the ordinary course of its business and only lo buyers who qualify as a buyer in the
“ordinary coursé, of business. A sale in the ordinary course of Granlor's business does nol include a transfer in parlial or lotal salisfaction of a debl
© or'any bulk sale. Granlor shall no! pledge, morlgage, encumber or olherwise permil the Collaleral lo be subject to any lien, securily interest,
éncumbrance, ar charge, other than the security inlerest provided for in this Agreement, withoul the prior wrillen consent of Lender. This includes
. security inleresis even if junior in right to the security interesls granted under this Agreement. Uniess waived by Lender, all proceeds from any
%, disposition“of the Coflateral (for whalever reason) shall be held In trust for Lender and shall not be commingled wilh any other funds; provided
“however, this'requirerent shall not constitute consent by Lender lo any sale or other disposilion. Upon receipt, Grantor shail immedialely deliver
any such proceeds to Lender.

Title. Graq!_di’ repiesépts.;and warrants lo Lender that Grantor holds good and marketable lille io the Collalerat, free and clear of all liens and
encumbrances except fog the lien of this Agreement. No financing stalement covering any of lhe Collaleral is on file in any public office other than
those which eflect lhe securily interes! crealed by this Agreement or o which Lender has specifically consenled. Grantor shall defend Lender's
rights indtw Collateral.against the claims and demands of all other persons.

Repairs and Mainiéﬁance‘f‘::"Gréi‘r_.)lor agrees to keep and mainlain, and to cause others lo keep and maintain, the Collaleral in good order, repair
and condition al alt limes while this Agreement remains in effect. Granlor turther agrees to pay when due all claims for work done on, or services
rendered or malerial furnished ‘in eonnection with the Collateral so that no lien or encumbrance may ever allach to or be filed agains! the
Collateral. % t

Inspection of Collatéral. Lerider and

Lender's designaled represeniatives and agents shall have the vight at all reasonable times lo.examine and

inspect the Collateral wherever focated. *

Taxes, Assessmenis and Liens, "Granlor will pay when due all laxes, assessmenis and liens upon the Collaleral, its use ar operalion, upon this
Agreement, upon any promissary note or noles evidencing the Indebledness, or upon any of the other Ralaled Documents. Granlor may withhold
any such payment or may elecl to:¢onlest’d@nydien if Granlor is in good faith conducting an appropriale proceeding to conlest lhe chligation to pay
and so long as Lender's irierest in the Collaleral is not jeapardized in Lender's sole opinion. If the Collateral is subjecled {0 a lien which is not
_ discharged within fifteen (15) days, Grdnlor shali depaosit with Lender cash, a sufficien corporale surety bond or other securily satisfactory lo
Lender in an amount adequate lo provide for the discharge of lhe lien plus any inferesl, costs, allorneys' fees or other charges that could accrue
as a result of foreclosure or sale ¢f the Collateral. in any contes! Grantor shall defend itself and Lender and shall salisfy any final adverse
judgment before enforcement against the Coilaleral. Granlor shall name Lender as an addilional obligee under any surely bond furnished in the
conles! proceedings. Granlor furlher agrees to furnishil_ender with evidence thal such laxes, assessments, and goveinmental.and olher chaiges
have been paid in {ulf and in a limely'manner. Granlor may withhold any such paymenl or may elecl lo conlesl any lien it Grantor is in good failh
conducling an appropriale proceeding 1o cc ntest:the obligalion to pay and so long as Lender’s inlerest in the Collaleral is nol jeopardized.

Compliance with Governmental Requirements. Grantor shall comply promplly with all iaws, ordinances, rules and regulations of all
governmenlal authorilies, including withoul limitalion all environmental laws, ordinances, rules and regulalions, now or hereafler in effect,
applicable to the ownership, production;disposilion, or-iise of the Collateral. Grantor may conlest in good faith any such law, ordinance or
regulation and withhold compliance during aqyw.:aﬁ'f“dceeging,’ iricluding appropriate appeals, so long as Lender's interesl in the Collateral, in
l.ender’s apinion, is nol jeopardized. FA N P

Hazardous Substances. Grantor represents and wwatranis:thal the Collaleral never has been, and never will be so long as ihis Agieement
remains a lien on the Collateral, used in violalion of any Emﬂ_ifonmantaii{,_aws or for lhe generation, manufacture, slorage, fransportalion, trealnient,
disposal, release or lhreatened release of any Hazardols Stibstance:” The represenlations and warranlies contained herein are based on Grantor's
due diligence in invesligaling the Coliateral for Hazardous:Subslarices: Grantor hereby (1) releases and waives any future claims againsi Lender
for indemnily or conlribulion in the event Grantor becomes liable for cleanup or other costs under any Environmental Laws, and (2) agrees lo
indemnify and hold harmless Lender against any and all cfaims”and losses resulling from a breach of this provision of this Agreemenl. This
obligalion to indemnify shalt survive lhe payment of the Indebledness and the safisfaction of this Agreement.

Maintenance of Casualty Insurance. Grantor shall procure: and maintain all risks insurance, including without limitation fire, thefl and liability
coverage logether with such other insurance as Lender may.require with respect lo the Collaleral, in form, armounls, coverages and basis
reasonably acceplable to Lender and issued by a company of. companies reasonably acceptable to Lender. Granlor, upon request of Lender, wili
deliver to Lender from time to lime the policies or cerliticates  insurance in form, ééﬁ§lac10ry to Lender, including slipulations that coverages will
not be cancelled or diminished without at least ten (10) days’ prior wrilten nolice:lo Lender and nol including any disclaimer of the insurer's liability
for failure lo give such a nolice. Each insurance policy also shall include an:endorsement providing that coverage in favor of Lender will not be
impaired in any way by any acl, omission or default of Grantor or any olher.person. In conneclion wilh all policies covering assels in which Lender
hoids or is offered a securily inlerest, Granlor will provide Lender with such loss payable m{_olher endorsements as L ender may require. if Giantor
at any lime fails to oblain or maintain any insurance as required under this Agreemeril, Lender may (but shall nol be obligated o) obiain such
insurance as Lender deems appropriale, including if Lender so chooses “single inlerest insurance,"” which will cover only Lender's interest in the
Coliateral,

Apptication of Insurance Proceeds. Granlor shall promplly notify Lender’ f any loss or‘damaga to the Collateral. Lender may make proof of
foss if Granlor fails o do so within fifleen (15) days of the casually. All proceeds of any insurance on the Collateral, including accrued proceeds
thereon, shall be held by Lender as pail of the Collateral. If Lender consents lo repair ot replacement of the damaged or destroyed Collaleral,
Lender shall, upon salisfactory proof of expenditure, pay or reimburse Grantor from the praceeds for the reasonable cost of repair or restoration.
If Lender does not consent to repair or replacement of the Collateral, Lender shall retain a sufiicient amounl of the proceeds to pay all of the
Indebledness, and shall pay the balance lo Grantor. Any proceeds which have not been disbursed within six (8) months afier lheir receipl and
which Grantor has not comnutted to the repair or restoration of the Collaleral shait bef{usé:d lo prepay IHe Indebtedness,

insurance Reserves. Lender may require Granlor to maintain wilh Lender reserves for, paymend.of insuariee premiums, which reserves shall be
crealed by monthly payments from Grantor of a sum eslimaled by Lender to be sufficient to.produce;”at leas! fiteen (15) days before the premium
due date, amounls at leas! equal to the insurance premiums to be paid. f fileen (15) days before paymenl is due, the reserve funds are
insufficient, Granlor shall upon demand pay any deficiency lo Lender. The reserve funds shall be held by Lerider as a general deposil and shall
conslitule a non-interesi-bearing account which Lender may salisfy by payment of the insurance prémiums required to be paid by Grantor as they
become due. Lender does nol hold the reserve funds in trust for Granlor, and Lender is nol the agent of Grantor for payment of the insurance
premiums required lo be paid by Granlor. The responsibility for lhe payment of premiums shall rgm in Grantor’s sole rgsponsibility.

of“insurance showing such
stired; (3} the amount of the
policy; (4) lhe properly insuied; (5) the then current value on the basis of which insurance has been oblaifed gnd lha manner of delerinining
thal value; and (6) Ihe exphation dale of lhe policy. In addition, Granlor shall upon request by Lender (Liowever nat morgioflen than annually)
have an independent appraiser satisfactory to Lender determine, as appiicable, lhe cash value or replacement gost of the G laleral.

GRANTOR’S RIGHT TO POSSESSION AND TO COLLECT ACCOUNTS. Unlil defaull and excepl as olhewwise provided below with respect o
accounts, Granlor may have possession of the langible personal properly and beneficial use of all the Collaleral and. may use it in_any:lawful manner
; shall notapoly to any
. sUntiotherwise nolified
by Lender, Granlor may collecl any of the Collaleral consisling of accounts. Al any lime and even lhough no Event of Defaull exists, Lender may
exercise ils rights lo collect the accounis and to nolify accoun! deblars lo make paymenis direclly lo Lender for application ¢ {ndebledness. |f
Lender at any bme has possession of any Collateral, whelher before or after an Evenl of Default, Lender shall be deemedlo have exércised reasonable
care in the cuslody and preservalion of the Collateral if Lender lakes such action for that purpose as Granlor shall requesi ot:as:kender,.in Lender's
sole discrelion, shall deem appropiiate under the circumslances, but faiture 1o honor any request by Grantor shall not of ilself be deemed 1o bea failure

itor parlies nor

Insurance Reports. Granlor, upon request of Lender, shall furnish fo Lender reporis on ear;h is Li
informalion as Lender may reasonably request including the following: (1) the name of the instirer; (2)..tHe risks i

lo exercise reasonable care. Lender shall not be requived to lake any sleps necessary lo preserve any righls in the Collaleral agatiist
lo protect, preserve or maintain any security interest given fo secure the Indebledness. i

LENDER'S EXPENDITURES. !f any action or proceeding Is commenced that would matertally affecl Lendai's interest in the Collater
to comply with any provision of this Agreement or any Relaled Documents, including bul not limiled to Granlor’s failure to discharge

Or if Grantor Tai
or pay when due

any amounts Grantor is required lo discharge or pay under this Agreement ar any Relaled Documents, Lender on Granior's behalf may (but skialf nei be’

obligaled to) take any aclion that Lender deems appropriate, including bul nof limHed to dischaiging or paying all laxes, liens, securily interests,
encumbrances and other claims, al any lime levied ar placed on lhe Collateral and paying all cosls for insuring, mainlaining andffﬁprés,ewinij;zz the
Collaleral. Ali such expenditures incurred or paid by Lender for such piuiposes will lhen bear interest af lhe 1ale charged under the Notetrom the dale
incurred or paid by Lender lo the date of repayment by Granlor. All such expenses will become a pailt of the Indebledness and, al Lender*é._.of)iion. will

(A) be payable on demand; (B) be added to lhe balance of the Nole and be appottioned among and be payable wilh any installment paymenis to”*
become due during either (1) the lerm of any applicable insurance policy; or (2) the remaining ierin of the Note; or (C) be trealed as a'ballgon

paymenl which will be due and payable al the Nole's malurily. The Agresmen! also will secure paymen! of these amounls. Such righl shall 4
addition lo all other rights and remedies lo which Lender may be entilled upon Default. :

w

DEFAULT. Each of the following shall constilule an Evenl of Defatdt under this Agreement:

-

0
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S COMMERCIAL SECURITY AGREEMENT
:Loan No: 149007387 (Continued) Page 3

' _'E-aﬁymenl Defaull. Granlor fails to make any payment when due under lhe Indebtedness.

Epv-if&ﬁﬁi’éu]al Defaull. Failure of any party lo comply wilh or perform when due any term, obligation, convenant or condilion contained in any
en [{gn'meg_tal;ggreemenl execuled in conneclion with any Indebtedness.

q_[ﬁer Defai]_gisi;-‘ Grantor fails lo comply with or o perform any other term, obligalion, covenant or condition conlained in this Agreement or in any

- of the Related Documents or to comply with or to perform any lerm, obligation, covenant or condition conlained in any other agreement between
Lender and Granlor,

", False S!af%ménts.,;;Any warranty, represenlalion or slatement made or furnished lo Lender by Gramlor or on Granlor's behalf under ihis

“Agteement, the Nole, or lhe Related Documents is false or misleading in any malerial respec!, either now or at the lime made or furnished or

becomes:false or misledding al any lime thereafter.

Defecllve':Ci;llalé:rallialldn. This Agreement or any of the Related Documenls censes to be in full force and effecl (including failura of any
collaterg}‘.;adoc‘:&yfq:en‘t_ﬁ_lo create a valid and perfected secuily interest or lien) al any time and for any reason.

!nsolvéqg;_y-.‘y Thég.: d'is:_soiu:fibn‘,;pf Grantor (regardless of whether election to continue is made), any member withdraws from the limited liabilily
company, or any plher terminalion of Grantor's existence as a going business or the dealh of any member, lhe insolvency of Grantor, the
appointment of a recelver for any parl of Grantor's properly, any assignmenl for the benefil of creditors, any lype of creditor workou!, or the

commencement of an)g:.egi'rogeed.irigf:under any bankruplcy or insolvency laws by or against Granlor,

Credltor or Forfeilure Proceedings. Commencemenl of foreclosure or forleilure praceedings, whether by judicial proceeding, self~help,
repossession or any other melhod, by any credilor of Grantor or by any governmental agency against any collaleral securing the Indebtedness.
This includes a garnishment of any of Grantor's accounts, including deposil accounts, with Lender. However, this Event of Default shall not apply
if there is a good faith dispute:by Grantor as lo lhe validity or reasonableness of the claim which is Ihe basis of the credilor or forfeiture proceeding
and if Granlor gives Lender wrilles‘notice of the credilor or forfeiture proceeding and deposils wilh Lender monies or a surely bond for {he credilor
or forieiture proceeding, in.an amount delermined by Lender, in ils sole discrelion, as being an adequale reserve or bond for the dispule.

Events Affecling Guaranjpfi." Any g‘f...-.fﬁg“ﬁr'eg;eding events occurs with respect lo Guarantor of any of the indebledness or Guarantor dies or
becemes incompeten! or Tevokes or dispules the validity of, or liability under, any Guaranty of the Indebledness.

Adverse Change. A malerial aqi?érgé;‘::':hangéi ck;urs in Granlor's financial condilion, or Lender believes the prospec! of payment or performance
of the Indebledness is impaired.” i

Insecurity. Lender in good fait}i‘ bélieves ilself;':itpxs;écuye.

Cure Provisions. [f any defaull, other than a defaull in. payment is curable and if Granlor has no! been given a notice of a breach of the same
provision of this Agreement within‘the preceding twelve' (12) months, it may be cured (and no event of defaull will have occurred) if Granlor, after
receiving wrilten nolice from Lender'demanding cure of such default: (1} cures the default within fifleen {15) days; or (2} if the cure requires
more than fifteen (15) days, immedialely initiales sleps which Lender deems in Lender's sole discretion to be sufficient lo cure the defaull and

ihereafler continues and compleles all reas able and necessary steps sufficien! to produce compliance as soon as reasonably practical.

RIGHTS AND REMEDIES ON DEFAULT. i é'h_,:E{;r'entugt-:éf;illl oc&yrs under this Agreement, al any lime thereafler, Lender shall have all the rights of
a secured party under the Washinglon Uniform Corhmercial * In addition and wilhout limitation, Lender may exercise any one or more of the
following rights and remedies: .

Accelerate Indebledness. Lender may declare lhe entire Indebledness, including any prepayment penally which Grantor would be required lo
pay, immedialely due and payable, without nolice of épy kiad to G@;ﬂ'lé’;,

Assemble Collateral. Lender may require Grantor fo deliver to‘Lender all or any portion of the Collateral and any and all cerlificates of lille and
other documents relating to lhe Collaleral. Lender may.requiré Grantor lo assemble the Collaleral and make it available to Lender at a place lo be
designated by Lender. Lender aiso shall have full power torenter upon the properly of Grantor lo take possession of and remove the Collateral. If
the Collaleral contains other goods not covered by this Agreement at the time of repossession, Grantor agrees Lender may lake such other goods,
provided thal Lender makes reasonable efforls lo return them to Granlor after repossession.

Sell the Colfaleral. Lender shall have full power to sell, lease; transfer, or otherwise deal with the Collateral or proceeds thereof in Lender's own
name or that of Grantor. Lender may sell the Collaleral al public auction or privale sale. Unless the Collateral threalens to decline speedily in
value or is of a type cuslomarily sold on a recognized markel, Lerider will give Granlor reasonable notice of the lime afler which any privale sale or
any other intended disposition of the Collateral is to be made. ‘The requirements of reasonable nolice shall be met if such nolice is given at least
fifteen (15) days before the lime of the sale or disposition. All expenses relating 1o the ‘disposition of the Collateral, including without limitation the
expenses of retaking, holding, insuring, preparing for safe and selling the Collateral, shall become a parl of the Indebtedness secured by this
Agreement and shall be payable on demand, with Interest al the Nole rale from date of expenditure unlil repaid.

Appoint Recelver. Lender shall have the right to have a receiver appointed to take possession of all or any part of tha Collaleral, with the power
to prolect and preserve the Collateral, lo operate the Colialeral preceding or pending foreclosure or sale, and to collec! the Renls from the
Collateral and apply the proceeds, over and above lhe cost of the receivétsH‘rpﬁ.;aﬁaingt:’lha Indebledness. The receiver may serve withoul bond if
permitted by law. Lender's right o the appointment of a receiver shall exist whether .61 not the apparent value of the Collateral exceeds the
indebtedness by a substantial amount. Employment by Lender shall not disqualify a person-from serving as a receiver.

Collect Revenues, Apply Accounts. Lender, either itself or through a receiver, may collect the payments, renls, income, and revenues from the
Collateral. Lender may at any lime in Lender’s discretion transfer any Collaterat into Lander's own name or that of Lender's nominee and receive
the payments, rents, income, and revenues therefrom and hold the same as security for the Indebledness or apply it o payment of the
Indebledness in such order of preference as Lender may delermine. Insofar as the Collateral consists of accounts, general intangibles, insurance
policies, inslruments, challel paper, choses in action, or similar property, Lender may demand; collect, receipt for, seille, compromise, adjust, sue
for, foreclose, or realize on the Collaleral as Lender may delermine, whether or not Indebledness or Coltateral is then due. For these purposes,
Lender may, on behalf of and in the name of Granlor, receive, open and dispose of maif-addréssed'io Grantor;.change any address lo which mail
and payments are to be sent; and endorse noles, checks, drafls, money orders, documents of fitle, instruments.and ems pertaining lo payment,
shipment, or storage of any Collateral. To facilitale collection, Lender may notify account deblors and obligors on any Collaleral to make payments
directly to Lender. : i

Obtain Deficlency. if Lender chooses to sell any or all of lhe Collateral, Lender may obta a judgmeﬁ'i:*:géaingl Granlor for any deficiency
remaining on the Indebtedness due to Lender after application of all amounls received from the exercise of the rights provided in this Agreement.
Granlor shall be liable for a deficiency even if he transaction described in lhis subsection is a saléa;g_f éct’:oynts o_gi:r:'hatl:efpaper.

Other Rights and Remedies. Lender shall have all the rights and remedies of a secured credilor undér ’l'r‘:e‘:pfbvigiéhs of the Unilorm Commercial
Code, as may be amended from lime lo time. In addilion, Lender shall have and may exercise any or all‘otherrighls and.remedies it may have
available at taw, in equity, or otherwise. & :

Elecllon of Remedles. Except as may be prohibiled by applicable law, ali of Lender's righls and remedies, whelhier evidenced by this
Agreement, the Relaled Documents, or by any other wriling, shall be cumulalive and may be exercised isingularly or concurrently. Eleclion by
Lender o pursue any remedy shall not exclude pursuit of any olher remedy, and an election lo make expendilures or.to lake:action lo perform an
obligation of Granlor under this Agreement, afler Grantor’s faiture 1o perform, shall not affect Lender's right 1o declare a defaull and exercise its
remedies. : '

MISCELLANEOUS PROVISIONS. The following miscellaneous provisions are a part of this Agreement;

Amendments. This Agreement, together with any Related Documents, constilules the entire underslanding and agFe_e'r:ﬁem ies as lo the
matters set forth in this Agreement. No alteration of or amendment lo this Agreement shali be effective unless given in_writing and-gignad by the
parly or parties sought lo be charged or bound by the alteration or amendment. N

Attorneys’ Fees; Expenses. Granlor agrees o pay upon demand all of Lender's cosls and expenses, including Leﬁﬁer's;:;él!q;ﬁéys‘ "ieé".% éud
Lender’s legal expenses, incurred in connection with the enforcement of this Agreemen!. Lender may hire or pay someone else lo help epforce

this Agreement, and Grantor shall pay the cosls and expenses of such enforcement. Cosls and expenses include Lende'r’?s_f-éltorqus’ fees and”.
legal expenses whether or not there is a lawsuil, including allorneys’ lees and legal expenses for bankruplcy proceedings (including: efforts to

modify or vacale any automatic slay or injunction), appeals, and any anlicipaled post-judgment collection services. Granlor alsc—;;:s'ha!jsirria?}alr‘sgour'fa;w::;i?

cosis and such addilional fees as may be directed by the courl.

Caption Headings. Caption headings in this Agreement are for convenience purposes only and are nol lo be used lo inlerprétg. or.define the .

provisions of this Agreement.

Governing Law. This Agreement will be governed by, construed and enforced in accordance with federal law and the laws of fh;e‘*’élate of
Washington. This Agreemen! has been accepted by Lender In the State of Washinglon.

Cholce of Venue. If there is a lawsuit, Grantor agrees upon Lender's requesl to submit {o the jurisdiction of the couﬂs‘ of Skagit County, .Siaigol:

Washinglon.

e
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COMMERCIAL SECURITY AGREEMENT
(Continued) Page 4

' ‘.Pr'éfeg;eﬁ”c?é ‘Payments. Any monies Lender pays because of an asserled preference claim in Granlor's bankruplcy will become a parl of the
: lnqéeble_ggessﬁahq. at Lender's oplion, shall be payable by Grantor as provided in this Agreement.

No Waiver by Lender. Lender shall not be deemed to have waived any righls under this Agreement unless such waiver is given in wriling and
signed by Lender. No delay or omission on the part of Lender in exercising any right shall operate as a waiver of such right or any other right. A
waiver by Lender of a provision of this Agreemenl shall not prejudice or consliiule a waiver of Lender's righl olherwise lo demand siricl
corpliance with thal provision or any olher provision of this Agreement. No prior waiver by Lender, nor any course of dealing belween Lender
and Granlor; shall conslilule a waiver of any of Lender's rights or of any of Grantor's obligalions as 1o any fulure transaclions. Whenever the
consent of Lender is required under this Agreement, the granling of such consent by Lender in any inslance shall not constilute conlinuing
consént.lo s‘iibsgqﬁen instances where such consent is required and in all cases such consent may be granted or withheld in the sole discrelion
of Lender. S

Nolices. $:ﬁbjgct"'tp applicable.Jaw, and excepl for notice required or aliowed by law 1o be given in another manner, any natice required lo be
given under 1his Agreement shall be given in wiiling, and shall be effeclive when actually delivered, when aclually received by lelefacsimile (unless
otherwise required by:law), when deposited with a nalionally recognized overnight courier, or, if mailed, when deposited in the Uniled Slales mall,
as first class, certified or registered ‘mail postage prepaid, directed to the addresses shown near the beginning of this Agreement. Any parly may
change ils address for nolices under this Agreemenl! by giving formal wrilen notice o the olher parlies, specifying lhal the purpose of the nolice is
lo change the parly's address. Fornotice purposes, Grantor agrees to keep Lender informed al all times of Grantor’s current address. Subject to
applicable law, and excepl-for nolice’required or allowed by law 1o be given in another manner, if there is more than one Granlor, any notice given
by Lender to any Granlor'is deemed ta:be notice given lo all Grantors,

Power of Atlorney. Grantor hersby appoinis Lender as Granlor's irrevocable atlorney-in~facl for the purpose of execuling any documenis
necessary lo perfecl or to continue the security inlerest granted in this Agreemen! . Lender may al any time, and withou! further authorization from
Granlor, file a carbon, pholographic or-other reproduction of any financing slatement or of this Agreement for use as a financing statemenl.
Grantor will reimburse Lender forall expenses-or the perfection and the continualion of the perfection of Lender's securily interest in the Collateral.

Waiver of Co-Obligor's Righls If,,_;:‘hor_g,._;'.-,th‘gr'i‘" one person is obligaled for the Indebiedness, Grantor irrevocably waives, disclaims and
relinquishes all claims against'siich olher person which Granlor has or would otherwise have by virlue of payment of the Indebledness or any par
" thereol, specifically including but not limited to afl rights of indemnity, contribulion or exoneralion.

Severabliity. If a court of compelent jurisdiction finds any provision of this Agresment to be ilegal, invalid, or unenforceable as to any

. circumslance, that finding shall notimake the offending provision illegal, invalid, or unenforceable as fo any other circumstance. i feasible, the
offending provision shall be considered modified so that'it becomes legal, valid and enforceable. |f the offending provision cannol be so modified,
it shall be considered deleted from this Agreément. inless otherwise required by law, the iltegalily, invalidity, or unenforceabilily of any provision
of this Agreement shall not affect the legatity;wvalidily or enforceabilily of any olther provision of this Agreement.

Successors and Assigns. Subjecl to any limitalions slated in this Agreement on transfer of Grantor's interes!, this Agreement shall be binding
upon and inure o the benefit of the parties-,;:;lhei;ﬁSUccessogg_g::afﬁtif.:gssigns. it ownership of the Collateral becomes vested in a person other than
Grantor, Lender, withoul nolice to Grantor, may deal with Grantor's successors with reference to this Agreement and the Indebiedness by way of
forbearance or extension without releasing Granlorfrom the-obiligations of this Agreement or liability under the Indebledness.

Survival of Represenlations and Warranties. ':‘All::rég_réiﬁefl'%@ﬁs. warranlies, and agreemenls made by Grantor in lhis Agreement shall survive
the execulion and delivery of this Agreement, shall be’conlinliing in nalure, and shall remain in full force and effect unlil such lime as Granlor's
Indebtedness shall be paid in full, T

is:"Agreemenl.

Time is of the Essence. Time is of the essence in the pé'nqrﬂ;nancgzsof

DEFINITIONS. The foltowing capilalized words and terms shalf have the:following meanings when used in this Agreement. Unless specifically stated
to the conlrary, all references to dollar amounts shall mean amounts ip‘lawful money of the United States of America. Words and lerms used in {he
singular shall include the plural, and the plural shall include the“singular, as lhe conlext may require. Words and lerms nol olherwise defined in this
Agreemenl shall have tha meanings alfributed lo such lerms in the Unitorm Commercial Code:

Account. Tha word "Accounl” means a trade account, accouﬁt,, ceivable, olher receivable, or other righl o payment for goods sold or services
rendered owing to Granlor {or to a third party grantor acceptableo Lender).

Agreement. The word "Agreement” means this Commercial Sediij?}ily Agreementas_his Commercial Secuity Agreement may be amended or
modified from lime lo time, logether with all exhibils and schedules alfached to {his Qﬁ-hiﬁméi?gial Securily Agreement from lime to time.

Borrower. The word “Borrower" means HERITAGE CONSTRUCTION Gﬁf) B
whatever capacily.

LLC, '(énd; all other persons and enlities signing the Nele in

Colfateral. The word "Collaleral” means ali of Granlor’s right, litle and intéi’-e

2sitin and to_;gai"il t'};'i'é Collateral as desciibed in the Collaleral Desciiption
seclion of lhis Agreement. E

Defaull. The word "Delaull” means lhe Defaull set fosth in this Agreement in Ihe.gecli

Eavironmental Laws. The woids "Environmental Laws™ mean any and all state, federalanddocal $tatules, regulalions and ordinances relaling to
the proteclion of human health or the environment, including withoul limilation the Comprehiensive Envirpnmental Response, Compensation, and
Liability Act of 1980, as amended, 42 U.S.C. Seclion 9601, el seq. ("CERCLA"), lhe Supeilind Amendments and Reauthorization Act of 1986, Pub,
L. No. 99-499 {("SARA"), the Hazardous Materials Transpoitalion Act, 49 U.S.C. Seclign 1801, el seq’, the Resource Conservalion and Recovery
Act, 42 U.5.C. Section 6901, el seq., or other applicabie stale or federal laws, rules, or regulalions adop ed pursuant {herelo.

Event of Defaull. The words "Event of Defaull” mean any of lhe evenls of defaull "sgii*f-m:;lh ‘in his Agrgement in the defaull seclion of this
Agreement. ' e

Grantor. The word "Grantor” means HERITAGE CONSTRUCTION GROUP, LLC.

Guarantor. The word "Guaranlor” means any guarantor, surely, or accommadalion party of any or

of the Irndel{jecil\ess.
Guaranty. The word "Guaranty” means the guaranly from Guarantor 1o Lender, mncluding wilhoul Ii@rn!alion d guari@n_br of all or pail of Ihe Note.

Hazardous Suhstances. The words "Hazardous Subslances” mean malerials thal, because of lheir quantity, concentration or physical, chemical
or infeclious characlerislics, may cause or pose a presen! o1 polenlial hazard to human heaillt or the enviroiment when improperly used, liealed,
stored, disposed of, generaled, manufactured, ransported or otherwise handled. The words "Ha221@91}5558ubﬂs:‘i”anc;éé" are used in their very
broades! sense and include without limifalion any and all hazardous or loxic substances, malerials or wasle ds defined by or listed vnder the
Environmenlal Laws. The lerm "Hazardous Subslances” also inchudes, wilthoul limitation, petroleum and peliolesm by-products or any faction
thereof and asbeslos. b7 A

Indebledness. The word "InJebledness” means the indebledness evidenced by the Note or Relaled Dor; nents, lnclud g all.principal and
interesl logether wilh all other indebtedness and cosls and expenses for which Grantor is responsible under this 7Agreement or under any of
Ihe Related Documents. \

Lender. The word "Lender” means Whidbey island Bank, ifs successors and assigns.

Note. The word "Nole" means the Nole executed by Granlor in the principal amount of $950.000.00 daled March{,zﬁ, 2
renewals of, extensions of, madifications of, relinancings of, consolidalions of, and subslitulions far the nole or credil a{ji:e[;.‘,iheq:ﬁ

Owner. The word "Owner” means HERITAGE CONSTRUCTION GROUP, LLC. The words "Owner" and Borrower are ué.ed,:;i’hlsféhéuge;éﬁ,'

Retated Documents. The words "Related Documenls" mean all promissory noles, credit agreemenis, loan agre:émen'i‘s, nvi[o“ﬁlneg‘,l_,téﬁ:_
agreemenls, guaranties, securily agreements, maorlgages, deeds of trusl, securily deeds, collateral mortgages, and all olher instruments,”
agreements and documenls, whether now or hereafler exisling, execuled in conneclion with the Indebledness. o =

GRANTOR HAS READ AND UNDERSTOOD Atl. THE PROVISIONS OF THiS COMMERCIAL SECURITY AGREEMENT AND KG.RE__E;S’"T_() 18
TERMS. THIS AGREEMENT IS DATED MARCH 21, 2001. . %

R

» Skagit County Auditor
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“ GRANTOR:™ "

HEH’:!}TAGE coq.s%aﬂcngn GROUP, LLC

“DAVIDE SAUNDERS “Wanager of HERITAGE PATRICK M BRUNSTAD, Manager of HERITAGE
consmucnou GROUP LLC CONSTRUCTION GROUP, LLC
LENDER: . . & ’

WHIDBEY ISLAND BANK

X

Authorized Signer .~
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_RETURN ADDRESS:
" Whidbey Isiand Bank
P O BOX 1589
Oak Harbor WA 93277

DEED OF TRUST

DATE: March 21, 200{“‘

Reference # (if applucable) A20354 Additional on page
Grantor(s):
1. HERITAGE CONSTRUCTION GROUP LLC

Grantee(s) £
1. Whidbey island Bank

2. Island Title Company, a Washlngton corporation , Trustee
lLLegal Description: Ptn Lts 11-14, Blk 33 Anacortes Additional on page

Assessor’s Tax Parcel ID#: 3772-033- 015 0004

THIS DEED OF TRUST is dated March 21, 2001, among HERITAGE CONSTRUCTION GROUP,
LLC, a Washington Limited Liability Company ("Grantor"); Whidbey Island Bank, whose
mailing address is Anacortes Office, 2202: ‘Commercial-Ave., P.O. Box 320, Anacortes, WA
98221 (referred to beiow sometimes as "Lender" and sometlmes as "Beneficiary"); and
island Title Company, a Washington corporation., whose maillng address is 3110 Commercial
Ave. - Suite 101, Anacories, WA 98221 (referred to below as "Trustee").

T
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DEED OF TRUST
LoanNo 149007387 (Continued) Page 2

CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale, right
of entry and possession and for the benefit of Lender as Beneficiary, all of Grantor’s right, title, and interest in, to and
under thé Lease described below of the following described real property, together with ali existing or subsequently erected
or affixed buildings; improvements and fixtures; afl easements, rights of way, and appurtenances; all water, water rights and
ditch nghls (mciudmg stock in utilities with ditch or irrigation rights); and all other rights, royalties, and profits relating to the
real property, including without limitation any rights Grantor later acquires in the fee simple title to the land, subject to the
Lease, and-all-minérals; oil, gas, geothermal and similar matters, ?the "Real Property”) located in SKAGIT

County, State of Washlngton

Lots 11. through 14 Block 33, MAP OF THE CITY OF ANACORTES, according to the plat
thereof recordgd i -*sVolume 2 of Plats, pages 4 through 7, records of Skagit County,

Washington;

EXCEPTING THEREFROM
The South 28 feet of Lots 11-14;
The East 10 feet of Lo,z 14;
The North 4 feet of Lots--11 14

The Real Property or its address ls commonly known as 5TH & O AVE, ANACORTES, WA
98221. The Real Property tax |dent|ﬂcat|on number is 3772-033-015-0004.

Grantor hereby assigns as secunty to Lender, all of Grantor’s right, title, and interest in and to all leases, Rents, and profits of
the Property. This assignment is recorded in accerdance with RCW 65.08.070; the lien created by this assignment is intended
to be specific, perfected and choate’ upon the.recording of this Deed of Trust Lender grants to Grantor a license to collect
the Rents and profits, which license may be,.revoked at Lender’s option and shall be automatically revoked upon acceleration
of all or part of the indebtedness.

THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS
AND PERSONAL PROPERTY, IS GIVEN TO:-SECURE (A) PAYMENT OF THE INDEBTEDNESS AND (B)
PERFORMANCE OF ANY AND ALL OBLIGATIONS JNDER THE NOTE, THE RELATED DOCUMENTS, AND THIS DEED
OF TRUST. THIS DEED OF TRUST IS GIVEN AND ACCEPTEI ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Except as otherW|se provided in this Deed of Trust, Grantor shall pay to Lender all
amounts secured by this Deed of Trust as they become. due,“and shall strictly and in a timely manner perform all of Grantor's
obligations under the Note, this Deed of Trust, and the Related Documents.

POSSESSION AND MAINTENANCE OF THE PROPERTY Grantor agrees that Grantor's possession and use of the Property
shall be governed by the following provisions:

Possession and Use. Until the occurrence of an Event of Default, Grantor may (1) remain in possession and control of
the Property; (2) use, operate or manage the Property; and (3)° coilect the Rents from the Property (this privilege is a
license from Lender to Grantor automatically revoked upon defauﬁ) “The following provisions relate to the use of the
Property or to other limitations on the Property. The Real Preperty IS not used principally for agricultural purposes.

Puty to Maintain. Grantor shall maintain the Property in- tenantab[e ‘condition and promptly perform all repairs,
replacements, and maintenance necessary to preserve its value. &

Compliance With Environmental Laws. Grantor represents “and- War nts to Lender that: (1) During the period of
Grantor's leasehold interest in the Property, there has been no use, generatlen manufacture, storage, treatment,
disposal, release or threatened release of any Hazardous Substance’ by any person on, under, about or from the
Property; (2) Grantor has no knowledge of, or reason to believe that there has been, except as previously disclosed to
and acknowiedged by Lender in wriling, (a) any breach or violation of any Environmental Laws, (b) any use,
generation, manufacture, storage, treatment, disposal, release or threatened release. of :‘any Hazardous Substance on,
under, about or from the Property by any prior owners or occupants of-the. Property,_u_ «(c) any actual or threatened
litigation or claims of any kind by any person relating to such matters; and (3} Exceplias: previously disclosed to and
acknowledged by Lender in writing, (a) neilher Grantor nor any tenant, contractor, agent or other authorized user of the
Property shall use, generate, manufacture, store, treat, dispose of or release any | Hazardous Substance on, under, about
or from the Property; and (b} any such activity shall be conducted in compllance with alf apphcable federal, state, and
local laws, regulations and ordinances, including without limitation all Environmental’Laws. .Grantor authorizes Lender
and its agents to enter upon the Property to make such inspections and tests, “at. Granters £&xpense, as Lender may
deem appropriate to determine compliance of the Property with this section of the Deed of Trust. Any inspections or
tests made by Lender shall be for Lender's purposes only and shall not be construed to create any responsibility or
liability on the part of Lender to Grantor or to any other person. The representations and warranties contained herein are
based on Grantor's due diligence in investigating the Property for Hazardous Substances.. Grantor hereby (1) releases
and waives any future claims against Lender for indemnity or contribution in the event Granfor becomes liable for
cleanup or other costs under any such laws; and {2) agrees to indemnify and hold harmiéss: Lender agaxnst any and all
claims, losses, liabilities, damages, penalties, and expenses which Lender may directly or mdrreefly stistain or suffer
resulting from a breach of this section of the Deed of Trust or as a consequence of any use;’ generatron mégnufacture,
storage, disposal, release or threatened release occurring prior to Grantor's ownership orinterest.in ‘the Property,
whether or not ithe same was or should have been known to Grantor. The provisions of this sectign of th ‘Deed of Trust,
including the obligation to indemnify, shall survive the payment of the Indebtedness and_thé sahsfactlo
reconveyance of the lien of this Deed of Trust and shall not be affected by Lender’s acquisition of any mterest
Property, whether by foreclosure or otherwise. i ;

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance nor commit, permit, or suffer any stnppmg of;:.;
or waste on or o the Property or any portlon of the Property. Without limiting the generality of the foregomg, Grantor will
not remove, or grant to any other party the right to remove, any timber, minerals (including oil and gas) coal ~clay
scoria, soil, grave! or rock products without Lender’s prior written consent. L .

Removal of Improvements. Grantor shall not demolish or remove any Improvements from the Real Property wrtho
Lender’s prior written consent. As a condition to the removal of any Improvements, Lender may require Grantor o make
arrangements safisfactory to Lender to replace such Improvements with Improvements of at least equal valde. -«

Lender’s Right to Enter. Lender and Lender’s agents and representatives may enter upon the Real Property at ali”
reasonable times 1o aitend 1o Lender’s interests and to inspect the Real Property for purposes of Grantor’s compllance,;*"‘”
with the terms and conditions of this Deed of Trust.

Compliance with Governmental Requirements. Grantor shall prompily comply, and shall promptly cause compliance

R
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DEED OF TRUST
Loan No 149007387 (Continued) Page 3

“by all agents, tenants or other persons or entities of every nature whatsoever who rent, lease or otherwise use or accupy

.+ 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. “Grantor ‘may contest in good faith any such law, ordinance, or regulation and withhold compliance during any

" proceeding, including appropriate appeals, so long as Grantor has notified Lender in writing prior to doing so and so
long s, in Lender’s soie opinion, Lender’s interests in the Properly are not jeopardized. Lender may require Grantor to
pést{?adequaté security or a surety bond, reasonably satisfactory to Lender, to protect Lender’s interest.

Duty fo Protect. Grantor agrees neither to abandon nor leave unattended the Property. Grantor shall do all other acts,
in addition to'those acts set forth above in this section, which from the character and use of the Property are reasonably
necessary to protect and preserve the Property.

Compliance with Lease.  Grantor will pay all rents and will striclly observe and perform on a timely basis all other terms,
covenants, and conditions of the Lease. Grantor will indemnify and hold Lender harmless against all losses, liabilities,
actions, suits, proceedings, costs including attorneys’ fees claims, demands, and damages whatsoever which may be
incurred by reason of Grantor’s failure to pay rents or strictly observe or perform under the Lease.

Other Agreemenis‘Relating to the Lease. Grantor further agrees (1) not to surrender, terminate, or cancel the Lease,
and (2) not to modify, change, supplement, alter, or amend the Lease, either orally or in writing, without Lender’s prior
written consent. Any attempt by-Grantor to do any of the foregoing without Lender’s prior written consent will be void
and of no force and effect. Attender's option, Grantor will deposit with Lender as further security all original documents
relating to the Lease and the-leasehold interest in the Property. Unless Grantor is in breach or default of any of the terms
contained in this Deed gff*"Tr@ust,_K:_;Leﬁiﬂ'er_ii‘will have no right to cancel, modify, change, suppiement, alter or amend the
leasehold interest. No ‘estate in the-Property, whether fee titie to the leasehold premises, the leasehold estate, or any
stibleasehold estate, will ‘merge without:Lender express written consent; rather these estates will remain separate and
distinct, even if there is a union of these estates in the landlord, Grantor, or a third party who purchases or otherwise
acquires the estates. Grantor further agrees that if Grantor acquires all or a portion of the fee simple title, or any other
leasehold or subleasehold title {o.the Property, that fitle will, at Lender's option, immediately become subject to the terms
of this Deed of Trust, and Grantor will exectite; deliver and record all documents necessary or appropriate to assure that
such title is secured by this Deed of Trust.

Notices Relating to the Lease. Grantor will promptly notify Lender in writing:

(1) if Grantor is in default in tﬁé;perfﬁFﬁjaneé or observance of any of the terms, covenants, or conditions which
Grantor is to perform or observe under the Lease;

(2) if any event occurs which would conshtute a default under the Lease;
(3) if any notice of default is given to G’riaihgézr byi:_ih'é'_“l_a’r*idlord under the Lease;

(4) if, pursuant to the Lease, any pr&t;é'egjs“?eeéived for the Property are deposited with someone other than
Lender, whether received from any insurariceon the Property or from the taking of any or all of the Property by
eminent domain; and

(5) if any arbitration or appraisal proceedingge_,‘;a:?:e% requested or instituted pursuant to the Lease.

Grantor agrees to provide Lender promptly with a copy of all written materials relating to any of the above and to provide
Lender with such other information as Lender may reasonably request. -Grantor agrees that promptly after the execution
and delivery of this Deed of Trust, Grantor will notify the landlord under the Lease in writing of the execution and delivery
of this Deed of Trust and of the name and address of Lender and will deliver a copy of this Deed of Trust to the landlord.

Option to Cure Lease Defauit. Upon Lender’s receipt of any ‘written notice of Grantor's default under the Lease, Lender
may, at Lender's option, cure such default, even though Grantor;.of any party on behalf of Grantor, questions or denies
the existence of such default or the nature of the default. Grantor expressly grants to Lender the absolute and immediate
right to enter upon the Property to such extent and as often as Lenderin it sole discretion deems necessary or desirable
in order to prevent or cure any such default by Grantor. - '

Construction Loan. If some or all of the proceeds of the loan crﬁéting the Indebtedness are to be used to construct or
complete construction of any Improvements on the Property, the improvements:shall be completed no later than the
maturity date of the Note (or such earlier date as Lender may reasonably ‘establish).and. Grantor shall pay in full ali costs
and expenses in connection with the work. Lender will disburse loan“proceeds under such terms and conditions as
Lender may deem reasonably necessary to insure that the interest created by this: Deed:of Trust shall have priority over
all possible liens, including those of material suppliers and workmen. Lender:may require, among other things, that
disbursement requests be supported by receipted bills, expense affidavits, waivers of liens, construction progress
reports, and such other documentation as Lender may reasonably request. :

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 tfransfer, without Lender’s
prior written consent, of all or any part of the Real Property, or any interest in the Real Property. A "sale or fransfer” means the
conveyance of Real Property or any right, title or interest in the Real Property; whether legal, beneficial.or equitable; whether
voluntary or involuntary; whether by outright sale, deed, installment sale contract, land contract,-contract for deed, leasehold
interest with a term greater than three (3) years, lease—option contract, or by sale, assignment,.or transfer of any beneficial
interest in or to any land trust holding title to the Real Property, or by any other method of conveyarice-of an interest in the
Real Property. If any Grantor is a corporation, partnership or limited liability company, transfer also includes any:change in
ownership of more than twenty—five percent (25%) of the voting stock, partnership interests or- limited_liability ‘company
interests, as the case may be, of such Grantor. However, this option shall not be exercised by Lende geh exercise is
prohibited by federal law or by Washington law.

TAXES AND LIENS. The following provisions relating to the taxes and liens on the Property are part of this eéd ofT

Payment. Grantor shall pay when due (and in all events prior to delinquency) all taxes, special taxesassessments
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 services rendered or material furnished to the Property. “Grantor shalln_,;s:-,z

maintain the Property free of all liens having priority over or equal to the interest of Lender under this Deed of Trust;
except for the lien of taxes and assessments not due and except as otherwise provided in this Deed of Trust,

Right to Contest. Grantor may withhold payment of any tax, assessment, or claim in connection with agogdfai |
dispute over the obligation to pay, so long as Lender’s interest in the Property is not jeopardized. If a.lign 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 of the filing, secure the discharge of the lien, or if requested by Lender, deposit with
Lender cash or a sufficient corporate surety bond or other security satisfactory to Lender in an amount sufficient to:"

discharge the fien plus any costs and attorneys’ fees, or other charges that could accrue as a result of a foreclosureor
sale under the lien. in any contest, Grantor shall defend itself and Lender and shall satisfy any adverse judgment before

enforcement against the Property. Grantor shall name Lender as an additional obligee under any surety bond furnished A

g,
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gy DEED OF TRUST
‘Loan No: 149007387 (Continued) Page 4

f;né,,!héf'égﬁiegt proceedings.

;_ E{};qéhg&:ﬂf(z?ayme“t‘ Grantor shall upon demand furnish to Lender satisfactory evidence of payment of the taxes or

asiessthons 4 nd shall authorize the appropriate governmental official to deliver to Lender at any time a written statement
“of the taxes and ‘assessments against the Property.

Notice of Construction. Grantor shall notify Lender at least fifteen (15) days before any work is commenced, any
services are furnished, or any 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 salisfactory to Lender that Grantor can and will pay the cost of such improvements.

PROPERTYDAMAGEINSURANCE The following provisions relating to insuring the Property are a part of this Deed of

Maintenance of Insurance: Grantor shall procure and maintain policies of fire insurance with standard exiended
coverage endorsements.on a. replacement basis for the full insurable value covering all Improvements on the Real
Property in an amount sufficient:to avoid application of any coinsurance clause, and with a standard morigagee clause in
favor of Lender. Grantor:shall also procure and maintain comprehensive general liability insurance in such coverage
amounts as Lender may request:with

Trustee. The word "Trustee” medns Island Title Company, a Washington corporation , whose mailing address is 3110
Commercial Ave. — Suite 101, Anacortes, WA 98221 and any substitute or successor trustees. and Lender being named
as additional insureds in’ such fiability. insurance policies. Additionally, Grantor shall maintain such other insurance,
including but not limited-fo_Hazard, business interruption, and boiler insurance, as Lender may reasonably require.
Policies shall be written ‘in form, amounts;, coverages and basis reasonably acceptable to Lender and issued by a
company or companies reasonably acceptable to Lender. Grantor, upon request of Lender, will deliver to Lender from
time to time the policies or certificates of insurance in form satisfactory to Lender, including stipulations that coverages
will not be cancelled or diminished without at least ten (10) days prior written notice to Lender. Each insurance policy
also shall include an endorsement-providing.that coverage in favor of Lender will not be impaired in any way by any act,
omission or default of Grantor or-any.other person. Should the Real Property be located in an area designated by the
Director of the Federal Emergency Manpagement Agency as a special flood hazard area, Grantor agrees to obtain and
maintain Federal Flood Insurance, if available, within45 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 liens on the property
securing the loan, up to the maximum.policy, limits set under the National Flood Insurance Program, or as otherwise
required by Lender, and to maintain such insurangeé for the term of the loan.

Application of Proceeds. Grantor shall promptly.notify Lender of any loss or damage to the Property if the estimated
cost of repair or replacement exceeds $1000.00. ‘'Lender may make proof of loss if Grantor fails to do so within fifteen
(15) days of the casualty. Whether or not Lender’s security is impaired, Lender may, at Lender’s 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. If Lender elects to apply the proceeds to restoration
and repair, Grantor shall repair or replace the damaged or destroyed Improvements in a manner satisfactory to Lender.
Lender shall, upon satisfactory proof of such expenditure, pay or reimburse Grantor from the proceeds for the
reasonable cost of repair or restoration if Grantor is not in default under this Deed of Trust. Any proceeds which have
not 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 owing to_tender under this Deed of Trust, then to pay accrued
interest, and the remainder, if any, shall be applied to the principal balance of the Indebtedness. If Lender holds any
proceeds after payment in full of the Indebtedness, such proceeds shallibe paid without interest to Grantor as Grantor's
interests may appear.

Unexpired Insurance at Sale. Any unexpired insurance shaﬁ‘*J,r'ﬁj'i‘é‘#fg,-»=tﬁ§,z,beﬂe.§it of, and pass to, the purchaser of the

Property covered by this Deed of Trust at any trustee’s sale or ofher-sale-held.under the provisions of this Deed of Trust,
or at any foreclosure sale of such Property.

Grantor’s Report on Insurance. Upon request of Lender, however nof more than once a year, Grantor shall furnish to
Lender a report on each existing policy of insurance showing: (1) the pame of:the insurer; (2) the risks insured; (3)
the amount of the policy; (4) the property insured, the then current replacement value of such property, and the manner
of determining that value; and (5) the expiration date of the policy. Grantor shall;"Upon request of Lender, have an
independent appraiser satisfactory to Lender determine the cash value replacement cost of the Property.

LENDER’S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lender’s interest in the
Property or if Grantor fails to comply with any provision of this Deed of Trust or any Related Documents, including but not
limited to Grantor’s failure to discharge or pay when due any amounts Grantor is required to discharge.or pay under this Deed
of Trust or any Related Documents, Lender on Grantor’s behalf may (but shall not be ‘obligated to) take any action that Lender
deems appropriate, including but not limited to discharging or paying all axes, fiens, security jriterests, encumbrances and
other claims, at any time levied or placed on the Property and paying all costs for insuring, mainfaining and preserving the
Property. All such expenditures incurred or paid by Lender for such purposes will then bear interest at the rate charged
under the Note from the date incurred or paid by Lender to the date of repayment by Grantor. ‘All such-expenses will become
a part of the Indebtedness and, at Lender’s option, will (A} be payable on demand; (B) ‘be addéd 1o thesbalance of the
Note and be apportioned among and be payable with any installment payments to become due dtiring either (1) the term of
any applicable insurance policy; or (2) the remaining term of the Note; or (C) be treated as a balloon payment'which will be
due and payable at the Note’s maturity. The Deed of Trust also will secure payment of these amounts: “Such right shall be in
addition to all other rights and remedies to which Lender may be entitled upon Default.

WARRANTY; DEFENSE OF TITLE. The following provisions relating to ownership of the Property area
Trust:

Tile. Grantor warrants that: (a) Grantor holds good and marketable title of record to the leasehold interest in the

Property pursuant to the Lease, free and clear of all liens and encumbrances other than those set forth in the Real

Property description or in any title insurance policy, title report, or final titie opinion issued in favor of, and-accepted hy,.
Lender in connection with this Deed of Trust, and (b) Grantor has the full right, power, and authority:to execute and~
deliver this Deed of Trust to Lender. om0 R

Defense of Title. Subject to the exception in the paragraph above, Grantor warrants and will forever defend the title to~
the Property against the lawfut claims of all persons. In the event any action or proceeding is commenced that guestions
Grantor’s title or the interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the action at Grantor's.
expense. Grantor may be the nominal parly in such proceeding, but Lender shall be entitled to participate in the
proceeding and to be represented in the proceeding by counsel of Lender's own choice, and Grantor will deliver, ol
cause to be delivered, to Lender such instruments as Lender may request from time fo time to permit such participation.

1

IS .eed of

Compliance With Laws. Grantor warrants that the Properly and Grantor’s use of the Property complies with all exist'"i:::r:gg..:"'f
applicable Iaws, ordinances, and regulations of governmental authorities. , - o

Survival of Representations and Warranties. All represehtaﬁons, warranties, and agreemenfs made by Grantor in this

g
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';f‘:'D‘ké,eﬂiig.ff':‘?*l“rust shall survive the execution and defivery of this Deed of Trust, shall be continuing in nature, and shall
g kgleimg{iﬁ in full force and effect until such time as Grantor's Indebtedness shall be paid in fuil.
CDNDEMNATI N‘The following provisions relating to condemnation proceedings are a part of this Deed of Trust:

’ Proceedmgs If any proceeding in condemnation is filed, Grantor shall promptly notify Lender in writing, and Grantor

sr}éll{promptlﬁ take such steps as may be necessary to defend the action and obtain the award. Grantor may be the

nominal party in: such proceeding, but Lender shall be entitled to participate in the proceeding and to be represented in
the proceeding by counsel of its own choice all at Grantor's expense, and Grantor will deliver or cause to be delivered to
Lender-such.instruments and documentation as may be requested by Lender from time to time to permit such

participation. -

Application-of Net Proceeds. If all or any part of the Property is condemned by eminent domain proceedings or by any
proceedinig of purchasesin lieu of condemnation, Lender may at its election require that all or any portion of the net
proceeds of the award be applied to the Indebtedness or the repair or restoration of the Property. The net proceeds of
the award shall mean the award after payment of all reasonable costs, expenses, and attorneys’ fees incurred by Trustee
or Lender in connection with:thie condemnation.

IMPOSITION OF TAXES,FEES ANDCHARGES BY GOVERNMENTAL AUTHORITIES. The foliowing provisions relating to
governmental taxes, fégs’"and‘igﬁgrgésﬁ_age a part of this Deed of Trust:

Current Taxes, Fees and Charges. Upon request by Lender, Grantor shall execute such documents in addition to this
Deed of Trust and take whatever other action is requested by Lender to perfect and continue [.ender’s lien on the Real
Property. Grantor shall.reimburse”tender for all taxes, as described below, together with ali expenses incurred in
recording, perfecting of.continuing. this Deed of Trust, including without limitation all taxes, fees, documentary stamps,
and other charges for recording or registering this Deed of Trust.

Taxes. The following shall constitute taxes to which this section applies: (1) a specific tax upon this type of Deed of
Trust or upon all or any part.of the Indebtedness secured by this Deed of Trust; (2) a specific tax on Grantor which
Grantor is authorized or required-te: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 all or any portion of the Indebtedness or on payments of principal and interest made by Grantor.

Subsequent Taxes. If any tax to which this section applies is enacted subsequent to the date of this Deed of Trust, this
event shall have the same effect as an Event of Default, and Lender may exercise any or all of its available remedies for
an Event of Default as provided below unless Grantor either (1) pays the tax before it becomes delinquent, or (2)
contests the tax as provided above in the Taxes and Liens seclion and deposits with Lender cash or a sufficient
corporate surety bond or other security satisfactory to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions relating to this Deed of Trust as a security
agreement are a part of this Deed of Trust: B s

Security Agreement. This instrument shall constitute a Security Agreement to the extent any of the Property constitutes
fixtures or other personal property, and Lender shall have all of the rights of a secured party under the Uniform
Commercial Code as amended from time to time. =

Security Interest. Upon request by Lender, Grantor'shall execute financing statements and take whatever other action
is requested by Lender to perfect and continue Lender’s securily interest in the Rents and Personal Property. In addition
to recording this Deed of Trust in the real property records, Lender may, at any time and without further authorization
from Grantor, file executed counterparts, copies or reproductions of this Deed of Trust as a financing statement. Grantor
shall reimburse Lender for ali expenses incurred in perfecting or continuing this security interest. Upon default, Grantor
shall assemble the Personal Property in a manner and at'a place reasonably convenient to Grantor and Lender and
make it available to Lender within three (3) days after receipt of written‘demand from Lender.

Addresses. The mailing addresses of Grantor (debtor) and Lender(securedpaﬁy) 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 followifg provisions
attorney-in-fact are a part of this Deed of Trust:

Furiher Assurances. At any time, and from time to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause to be made, executed or delivered, to Lender or to Lender's desigriee, and when requested by
L ender, cause to be filed, recorded, refiled, or rerecorded, as the case may be, at suchrtimes and in such offices and
places as Lender may deem appropriate, any and all such mortgages, deeds of ‘trust, security deeds, security
agreements, financing statements, continuation statements, instruments of further assurance, certificates, and other
documents as may, in the sole opinion of Lender, be necessary or desirable in_order to-effectuate, complete, perfect,
continue, or preserve (1)} Grantor's obligations under the Note, this Deed of Trust, 'éhdﬂ,.;;tﬁe_,ﬁélated Documents, and (2)
the liens and security interests created by this Deed of Trust as first and prior liens on the-Property,-whether now owned
or hereafter acquired by Grantor. Unless prohibited by law or Lender agrees to the contrary in writing, Grantor shall
reimburse Lender for all costs and ‘sxpenses incurred in connection with the matters referred to‘in this paragraph.

Attorney~-in-Fact. If Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do so for
and in the name of Grantor and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints Lender
as Grantor's attorney-in—fact for the purpose of making, executing, delivering, filing, recording,-and-doing all other things
as may be necessary or desirable, in Lender’s sole opinion, to accomplish the matters referred to in.thepreceding
paragraph. e
FULL PERFORMANCE. if Grantor pays all the Indebtedness when due, and otherwise performs all’the-cbligations imposed
upon Grantor under this Deed of Trust, Lender shall execute and deliver to Trustee a request for full reconiveyance-and:shall
execute and deliver to Grantor suitable statements of termination of any financing statement on fileevidencing Lender’s
security interest in the Rents and the Personal Property. Any reconveyance tee shall be paid by Grantor, if permitted by
applicable law. The grantee in any reconveyance may be described as the "person or persons legally entitied-thereto”, and
the recitals in the reconveyance of any matters or facts shall be conclusive proof of the truthfulness of any:stch matters or .
facts.

EVENTS OF DEFAULT. Each of the following, at Lender’s option, shall constitute an Event of Defauit underthls Dge"ﬁ' y
Trust: t o

Payment Default. Grantor fails to make any payment when due under the Indebledness.

! lating to further assurances and

Other Defaults. Grantor fails to comply with or to perform any other term, obligation, covenant or condition c"o‘ntaineié in
this Deed of Trust or in any of the Related Documents or to comply with or to perform any term, obligation, covenant or+"
condition contained in any other agreement between Lender and Grantor. :

Compliance Default. Failure to comply with any other term, obligation, coveria_nt or condition containedl in this. Deed of

s
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,;"Trust the Note or in any of the Related Documents. If such a failure is curable and if Grantor has not been given a
. notice of a_breach of the same provision of this Deed of Trust within the preceding twelve (12) months, it may be cured
¢ (and no Eve nt:of Default will have occurred) if Grantor, after Lender sends written notice demanding cure of such failure:
“..{a) curesthg-faiture within fifteen (15) days; or (b} if the cure requires more than fifteen (15) days, immediately initiates

steps sufficient:to cure the failure and thereafter continues and completes all reasonable and necessary steps sufficient
to produce comphance as soon as reasonably practical.

Defamt on Other Payments. Failure of Grantor within the time required by this Deed of Trust o make any payment for
taxes.or rnsurance or any other payment necessary to prevent filing of or to effect discharge of any lien.

EnVIronmental Defautt _Failure of any party to comply with or perform when due any term, obligation, convenant or
condition contamed in a yz_envrronmental agreement executed in connection with the Property.

False Statements Any vvarranty, representation or statement made or furnished to Lender by Grantor or on Grantor’s
behalf under this Deed of-Trust, the Note, or the Related Documents is false or misleading in any material respect, either
now or at the time made or: furmshed or becomes false or misleading at any time thereafter.

Defeclive Coltaterallzatlon Thls Deed of Trust or any of the Related Documents ceases to be in full force and effect
(including failure of any collaterat document to create a valid and perfected security interest or fien) at any tlme and for
any reason. ,

Death or Insolvency. The dlssolutlon of Grantor’s (regardless of whether election to continue is made), any member
withdraws from the limited. Irabutty company, or any other termination of Grantor’s existence as a going business or the
death of any member, the lnsmvency of Grantor, the appointment of a receiver for any part of Grantor's property, any
assignment for the benefit:of creditors, any type of creditor workout, or the commencement of any proceeding under any
bankruptcy or insolvency laws: by or agamst Grantor

Creditor or Forfeiture Proceedlngs Commencement of foreclosure or forfeiture proceedings, whether by judicial
proceeding, self-help, repossessian .or any other method, by any creditor of Grantor or by any governmental agency
against any property securing the, lndebtedness This includes a garnishment of any of Granior's accounts, including
deposit accounts, with Lender. How ver, this Event of Default shall not apply if there is a good faith dispute by Grantor
as to the validity or reasonableness of the ¢laim which is the basis of the creditor or forfeiture proceedmg and if Grantor
gives Lender written notice of the credltor or forfetture proceedlng and deposits with Lender monies or a surety bond for
the creditor or forfeiture proceeding, in.a amount determmed by Lender, in its sole discretion, as being an adequate
reserve or bond for the dispute.

Lease Default. Grantor defaults under the terms' ot the Lease, or any other event (whether or not Grantor’s fault) results
in the termination or cancellation of Grantor’s teasehotd rtghts

Breach of Other Agreement. Any breach by Grantor dnder the terms of any other agreement between Grantor and
Lender that is not remedied within any grace penod provided therein, including without lmitation any agreement
concerning any indebtedness or other obligation of Grantor to Lender, whether existing now or later.

Events Affecting Guarantor. Any of the precéding events occurs with respect to any Guarantor of any of the
Indebtedness or any Guarantor dies or becomes moompetent or revokes or disputes the validity of, or liability under,
any Guaranty of the Indebtedness. In the event of & death, Lender, af its option, may, but shall not be required to,
permit the Guarantor's estate to assume unconditionally the, oblzgatlons arising under the guaranty in a manner
satisfactory to Lender, and, in doing so, cure any Event of Defa 5 n

Adverse Change. A material adverse change occurs in Grantors fmanctal condltlon or Lender believes the prospect of
payment or performance of the Indebtedness is impaired. :

lnsecunty { ender in good faith believes itself insecure.

Right to Cure. If such a failure is curable and if Grantor has not been iven a not:ce of a breach of the same provision
of this Deed of Trust within the preceding twelve (12) months, it may ‘be cured (and no Event of Defaull will have
occurred) if Grantor, after Lender sends writien notice demanding cure of such farlure (a) cures the failure within fifteen
(15) days; or (b) if the cure requires more than fifteen (15) days, |mmed1ately |nlt|ates steps sufficient to cure the failure
and thereafter conlinues and completes all reasonable and necessary steps sufficient to. produce compliance as soon as
reasonably practical. 5 .

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under thls Deed of Trust at any time thereafter,
Trustee or Lender may exercise any one or more of the following rights and remedtes i3

Election of Remedies. Election by Lender to pursue any remedy shall not exctude pursurt of any other remedy, and an
election to make expenditures or to take action to perform an obligation of Grantor unde‘r.,,thls Deed of Trust, after
Grantor’s failure to perform, shall not affect Lender’s right to declare a default and exercise |ts remedtes

Accelerate Indebtedness. Lender shall have the right at its option to declare the entire’ Indebtedness lmmedlately due
and payable, including any prepayment penalty which Grantor would be required to pay, ; .

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have the right to exerctse its power of
sale and to foreclose by notice and sale, and Lender shall have the right to foreclose by Jud|01at foreclosure in either
case in accordance with and to the full extent provided by applicable law.

UCC Remedies. With respect to all or any part of the Personal Property, Lender shall have all the- rights nd remedles of
a secured party under the Uniform Commercial Code. L

Collect Rents. Lender shall have the right, without notice to Grantor to take possession of and rna e;the.Property
and collect the Rents, including amounts past due and unpaid, and apply the net proceeds, over. and above Lender’s
costs, against the Indebtedness. In furtherance of this right, Lender may require any tenant or other user of the F’roperty
to make payments of rent or use fees directly to Lender. If the Rents are collected by Lender, then Grantor Jrrevocabty
designates Lender as Grantor's aitorney-in-fact to endorse instruments received in payment thereof in the.name“of .
Grantor and to negotiate the same and collect the proceeds. Payments by tenants or other users to Lender.in response,;é*
to Lender's demand shall satisfy the obligations for which the payments are made, whether or not any proper grounds .-,
for the demand existed. Lender may exercise its rights under this subparagraph either in person, by agent, or through a«
receiver. .

Appoint Receiver. Lender shall have the right to have a receiver appointed to take possession of all or any p'art of th

Property, with the power to protect and preserve the Property, to operate the Property preceding or pending foreclosure:
or sale, and to collect the Rents from the Property and apply the proceeds, over and above the cost of the receivershi
against the Indebtedness. The receiver may serve without bond if permitied by law. Lender’s right to the apporntment
of a receiver shall exist whether or not the apparent value of the Property exceeds the indebtedness by a substantal .
amount. Employment by Lender shall not disqualify a person from serving as a receiver.

Tenancy at Sufferance. If Grantor remains in possession of the Property after the Property is sold as provided above or
Lender otherwise becomes entitled to possession of the Property upon default of Grantor, Grantor shall become a
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:.;t&e_r;a{n-t’ﬁé_f.tv-:’:'sufferance of Lender or the purchaser of the Property and shali, at Lender’s option, either (1) pay a
reas'oneble rental for the use of the Properly, or (2) vacate the Property immediately upon the demand of Lender.

Other Rem' "dres Trustee or Lender shall have any other right or remedy provided in this Deed of Trust or the Note or
.y law

Notlce of Sale Lender shall give Grantor reasonable notice of the time and place of any public sale of the Personal
Property or of the time after which any privale sale or other intended disposition of the Personal Property is to be made.
Reasonable rnictice shall mean notice given at jeast ten (10) days before the time of the sale or disposition. Any sale of
Personat Property may be made in conjunction with any sale of the Real Property.

Sale of tfie Prepeﬂy To the extent permitted by applicable law, Grantor hereby waives any and all rights to have the
Property marshalled. in. exercising its rights and remedies, the Trustee or Lender shall be free to sell all or any part of the
Property together or'separately, in one sale or by separate sales. Lender shall be entitled to bid at any public sale on all
or any portion of the Property

Atiorneys’ Fees; Expensee lf Lender institutes any suit or action to enforce any of the terms of this Deed of Trust,
Lender shall be entitled to recover such sum as the court may adjudge reasonable as attorneys’ fees at trial and upoen
any appeal. Whether or not any court action is involved, and to the extent not prohibited by law, all reasonable
expenses Lender incurs that in Lender's opinion are necessary at any time for the protection of its interest or the
enforcement of iis rights shall become a part of the Indebtedness payable on demand and shall bear interest at the Note
rate from the date of the expendrture until repaid. Expenses covered by this paragraph include, without limitation,
however subject to any fimits’ under applicable law, Lender’s attorneys’ fees and Lender’s legal expenses, whether or not
there is a lawsuit, inciuding. attomeys fees and expenses for bankruptcy proceedings (including efforts to modify or
vacate any automatic stay-or injunction), appeals and any anticipated post—;udgment coltection services, the cost of
searching records, obtaining title reports (including foreclosure reports), surveyors’ reports, and appraisal fees, title
insurance, and fees for the Truslee, to the extent permitted by applicable law. Grantor also will pay any court costs, in
addition to all other sums provrded by law.

Rights of Trustee. Trustee shall have,alt of‘the nghts and duties of Lender as set forth in this section.

PCWERS AND OBLIGATIONS OF TRUS‘ EE The following provisions relating to the powers and obligations of Trustee
{(pursuant to Lender’s instructions) are part of thls Deed. of Trust

Powers of Trustee. in addition to all powers of Trustee arising as a matter of law, Trustee shall have the power to take
the following actions with respect to the: Propérty #peon the written request of Lender and Grantor: (a) join in prepanng
and filing a map or plat of the Real Property;: |nctud1ng the dedication of streets or other rights to the public; (b) join in
granting any easement or creating any restriction” on the Real Property; and (c) join in any subordination or other
agreement affecting this Deed of Trust or the 1nterest of Lender under this Deed of Trust.

Obligations to Notify. Trustee shall not be obhgated o notrfy any other parly of a pending sale under any other trust
deed or lien, or of any action or proceeding in which Grantor, Lender, or Trustee shall be a party, unless required by
applicable law, or unless the action or proceeding:j |s brought by Trustee.

Trustee. Trustee shall meet ali qualifications requrred 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 to foreclose by judrorat foreclosure in either case in accordance with and
to the full extent provided by applicable law.

Successor Trustee. Lender, at Lender's option, may from time to time appoint a successor Trustee to any Trustee
appointed under this Deed of Trust by an instrument executed and acknow[edged by Lender and recorded in the office
of the recorder of SKAGIT County, State of 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 this Deed of Trust is recorded, and the name and address of the successor trustee, and the instrument
shall be executed and acknowledged by Lender or its successors in intérest. The:sticcessor trustee, without conveyance
of the Property, shall succeed to all the titie, power, and duties conf rred upon the Trustee in this Deed of Trust and by
applicable law. This procedure for substitution of Trustee shall overn to the exclusmn of all other provisions for

stibstitution.

NOTICES. Subject to applrcabte law, and except for notice required or allowed y-faw: to be given in another manner, any
notice required to be given under this Deed of Trust, including without limitation any sotice of default and any notice of sale
shali be given in writing, and shall be effective when actually delivered, when actually received by telefacsimile (unless
otherwise required by law), when deposited with a nationally recognized overnight courier, or, if ‘mailed, when deposited in
the United States mail, as first class, certified or registered mail postage prepaid, directed to the addresses shown near the
begmnmg of this Deed of Trust. All copies of notices of foreclosure from the holder of any lien whlch has priority over this
Deed of Trust shall be sent to Lender’s address, as shown near the beginning of this Deed of Trust. Any party may change its
address for notices under this Deed of Trust by giving formal written notice to the other partres, spemfyrng that the purpose of
the notice is to change the party's address. For notice purposes, Grantor agrees to keep’ Lerider informed at all times of
Grantor's current address. Subject to applicable law, and except for notice required or aliowed by law to be given in another
manner, if there is more than one Grantor, any notice given by Lender to any Grantor is deerned to be notice given to all
Grantors. _

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

Amendments. This Deed of Trust, together with any Related Documents, constitutes the entrr ﬁunderstandmg and
agreement of the parties as to the matters set forth in this Deed of Trust. No alteration of or amendment-16 this Deed of
Trust shall be effective unless given in writing and signed by the parly or parties sought to be charge ‘ound by the
alteration or amendment. .

Annual Reports. If the Property is used for purposes other than Grantor's residence, Grantor shall fumlsh to Lender
upon reguest, a certified statement of net operating income received from the Property during Grantor’s previous fiscal
year in such form and detail as Lender shall require. "Net operating income” shall mean all cash recelpts from the's;_}
Property less all cash expenditures made in connection with the operation of the Property. . .

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

Merger. There shall be no merger of the interest or estate created by this Deed of Trust with any other mterest or,. sta
in the Property at any time held by or for the benefit of Lender in any capacity, without the written consent of, Lender,

Governing Law. This Deed of Trust will be governed by, construed and enforced in accordance with federal tas
and the laws of the State of Washington. This Deed of Trust has been accepted by Lender in the State. of .-
Washington. o

Ch0lce of Venue. If there is a lawsuit, Grantor agrees upon Lender’s request to submit to the jurisdiction of the courts of
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Mo Wawer by Lender. Lender shall not be deemed o have waived any rights under this Deed of Trust unless such
waiver is glven in writing and signed by Lender. No delay or omission on the part of Lender in exercising 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
'-a_‘_.;.:sprejudlce or-constitute a waiver of Lender’s right otherwise to demand strict compliance with that provision or any other

provision of this Deed of Trust. No prior waiver by Lender, nor any course of dealing 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 granling of such consent by Lender in any instance shall
not: const tute contlnumg consent to subsequent instances where such consent is required and in all cases such consent

wuthheld in the sole discretion of Lender.

Severabihty If a oourt of competent jurisdiction finds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable ..as 4o any circumstance, that finding shall not make the offending provision illegal, invalid, or
unenforceabte as {o"any other circumstance. !f feasible, the offendlng provision shall be considered modified so that it
becomes legal, valid: and. enforceable. If the offending provision cannot be so modified, it shall be considered deleted
from this Deed of Trust:* Unless otherwise required by law, the illegality, invalidity, or unenforceablllty of any provision of
this Deed of Trust sha!l not affect the legality, validity or enforceability of any other provision of this Deed of Trust.

Successors and: Assugns Subject to any limitations stated in this Deed of Trust on transfer of Grantor’s interest, this
Deed of Trust shall'be binding upon-and inure to the benefit of the parties, their successors and assigns. If ownership of
the Property becomes vested in‘a person other than Grantor, Lender, without notice to Grantor, may deal with Grantor’s
successors with reference to this Deed of Trust and the Indebtedness by way of forbearance or extension without
releasing Grantor from the: otqkllgat’;:ons ofthis Deed of Trust or liability under the Indebtedness.

Time is of the Essence. Timeis of the essence in the performance of this Deed of Trust.

Waiver of Homestead Exemptlon Grentor hereby releases and waives all rights and benefiis of the homestead
exemption laws of the State of Washmgton as to all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The following capltattzed words and terms shall have the following meanings when used in this Deed of Trust.
Unless specifically stated to the contrary,. all references to dollar amounts shall mean amounts in lawful money of the United
States of America. Words and terms used in the singular shall include the plural, and the piural shall include the singular, as
the context may require. Words and terms not othenmse deﬂned in this Deed of Trust shall have the meanings atiributed to

such terms in the Uniform Commercial Code: e
Beneficiary. The word "Beneficiary" means Whld;aéy Island Bank, and its successors and assigns.

Borrower. The word "Borrower” means HEFttTAGE CONSTRUCT[ON GROUP, LLC, and all other persons and entities
signing the Note in whatever capacity. ;

Deed of Trust. The words "Deed of Trust" mean this Deed of Trust among Grantor, Lender, and Trustee, and includes
without limitation all assignment and security tnterest prowswns relating to the Personal Property and Rents.

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

Environmental Laws. The words "Environmental Laws“ mean any and all state, federal and local statutes, regulations
and ordinances relating to the protection of human health or .the environment, including without limitation the
Comprehensive Environmenta! Response, Compensation, and- Liabili -Act of 1980, as amended, 42 U.S.C. Section
9601, et seq. ("CERCLA"), the Superfund Amendments and Reauthonzatlon Act of 1986, Pub. L. No. 99-489 ("SARA"),
the Hazardous Materials Transportation Act, 49 U.S.C. Section 1801 et seq., the Resource Conservation and Recovery
Act, 42 U.S.C. Section 6901, et seq., or other applicable state or federal laws, rules, or regulations adopted pursuant
thereto. "

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

Grantor. The word "Grantor” means HERITAGE CONSTRUCTION GHOU’P LLC

Guarantor. The word "Guarantor" means any guarantor, surety, or accommodatlon parly of any or all of the
Indebledness. _ B A

Guaranty. The word "Guaranty" means the guaranty from Guarantor to Lend ;
all or part of the Note.

Hazardous Substances. The words "Hazardous Substances” mean materials that,: because of their quantity,
concentration or physical, chemical or infectious characteristics, may cause or pose a present or potential hazard fo
human health or the environment when improperly used, treated, stored, dtsposed of, generated, manufactured,
transported or otherwise handled. The words "Hazardous Substances” are usedin their.very broadest sense and
include without limitation any and all hazardous or toxic substances, materials or waste as_ deﬂned by or listed under the
Environmental Laws. The term "Hazardous Substances" also includes, without tlmttatton petroleu_rn and petroleum

by-products or any fraction thereof and asbestos. : ;

improvements. The word "Improvements" means all existing and future Improvements buatdmgs structures mobile
homes affixed on the Real Property, facilities, additions, replacements and other constructton oh the Fteal Property

Indebtedness. The word "Indebtedness” means all principal, interest, and other amounts, costs and expenses payabie
under the Note or Related Documents, together with all renewals of, extensions of, modifications ef, consolidations of
and substitutions for the Note or Related Documents and any amounts expended or advanced by Lender to discharge
Grantor’s obligations or expenses incurred by Trustee or Lender to enforce Grantor's obllgatrons “under thrs Deed of
Trust, together with interest on such amounts as provided in this Deed of Trust. A

lL.ease. The word "Lease” means the lease of the Property dated February 1, 2001, between and Grantor' whlch was
recorded as follows: Recording #200102120109, dated 2/12/2001 Skagit County Auditor Pg 1 of 17. Memorandum ‘of
Lease filed 2-12-01 in Skagit Co. Auditor’s file number 200102120108. Amendment #1 to Lease agreement ft!ed 3—8—91

Auditor’s file #200103080041
Lender. The word "Lender means Whidbey Island Bank, its successors and assigns.

Note. The word "Note” means the promissory note dated March 21, 2001, in the original principal amount Of&?.
$950,000.00 from Grantor to Lender, together with all renewals of, extensions of, modifications of, refmancmgs f
consolidations of, and substitutions for the promissory note or agreement. g

3

,.i:nol-u”dinjg’:”‘wjathout limitation a guaranty of

Personal Property. The words "Personal Property” mean all equipment, fixtures, and other articles of personat pmperty
now or hereafter owned by Grantor, and now or hereafter attached or affixed to the Real Property; together with all
accessions, parts, and additions to, all replacements of, and all substitutions for, any of such property; and together with =

afl issues and profits thereon and proceeds (mcludlng without limitation all insurance proceeds and refunds of premlums)f‘"
Property. The word "Property” means collectively the Real Property and the Personal Property
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. Reat Property The words "Real Property” mean the real property, |nterests and nghts as further described in thrs Deed
© of Trust. -

'___Related mocuments The words "Related Documents” mean aII prom:ssory notes, credit agreements loan- agreements
= environmental ‘agreements, guaranties, security agreements, mortgages, deeds of trust, security deeds, collateral

LoanNo 149007387 - (Continued) | | | _Pa_ge_'9'

mortgages and all other instruments, agreements and documents, whether now or hereafter existing, executed in. .

connectlon wrth the Indebtedness.

'Rents The word "Ftents" means all present and future rents revenues, mcome, ISSUES royalties, proﬁts, and - other
benef i der_wed from the Property. . .

Trustee. The' word 'Trustee“ means Island Title Company, a Washlngton corporatlon whose mailing address is 3110
Commercuat Ave = Smte 101, Anacortes, WA 198221 and any substltute or successor trustees

GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND GRANTOR_.

AGREES TO ITS TERMS.

GRANTOR:

HERITAGE CONSTRUCTION GROUP, LLC

By:

DAVID E SAUNDERS Manager of . HERITAGE CONSTRUCTION
GROUP, LLC & ¢ s

By:

PATRICK M BRUNSTAD, Manager of HERITAGE CONSTRUCT!ON

GROUP, LLC
LIMITED LIABILITYCOMPANY ACKNOWLEDGMENT
STATE OF )
| ) SS
COUNTY OF )
On this day of L , 20 | ., before me, the undersigned

Notary Public, personally appeared DAVID E SAUNDERS Manager and PATRtCK M BRUNSTAD Manager, and personally

known to me or proved to me on the basis of satistactory evidence to be “of.the limited liability company that executed the .

Deed of Trust and acknowledged the Deed of Trust to be the frée and voluntary act and deed of the limited liability company,
by authority of statute, its articles of organization or its operatirg agreement :for the Uses and purposes therein mentioned,
and on oath stated that they are authorized to execute thls Deed of Tr stand i fact executed the Deed of Trust on behalf of
the Ilmlted liability company. T

By Re3|dtng at _ ' R

Notary' Public in and for the State of My commission expires

REQUEST FOR FULL RECONVEYANCE

To: ' - . Trustee

The undersigned is the legal owner and holder of all indebtedness secured by this Deed of: Trust You are: hereby requested,
upon payment of all sums owing to you, to reconvey wuthout warranty, to the persons enttt!ed thereto, the nght litle and
interest now held by you under the Deed of Trust. : S S

Date: __ ‘ g | Beneficia“‘r.y;{;_:_
' By: _
s

[LASER PRC Lending, Reg. U.S. Pat, & T.M. OFF., Ver. 5.15.10.05 (t) Concantrax 1997, 200%. All Righis Reserved. - WA mACFRLPLGO1FC TR-&;19;..Pﬁ2CQM1’MLB£‘I
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