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ReferenceNumber(s) of Related Document(s):

Grantor(s): CITY OF ANACORTES

Grantee(s): W wH|DBEY ISLAND BANK

Abbreviated Lega}__-’b_éséri_ptfiqn::Ptn lots 11-14, Blk 33, Anacortes
Additional Legal Descfﬁﬁb.tion(s;);_bn_Exhibit A of Document.

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

ISLAND TITLE COMPANY
AUIAt
ESTOPPEL CERTIFICATE FROM GROUND LESSOR

DATE: - | , 2001

TO: WHIDBEY ISLAND BANK
FROM: CITY OF ANACORTES

RE: lease with Hentage Constructlon Group, L.L.C., original
lessee; and Anacortes Clnemas L.L.C., sub-lessee.

DATED: original lease dated: February1 2001 sublease dated:
February 8, 2001. ;

PROPERTY: A commercial building constiui:ted oﬁ..’llq_ts 11-14, block
33, per the Map of the City of Anacortes, according to the
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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
i original lessee;
--.:SUBLESSEE Anacortes Cinemas, L.L.C.

The Ctty 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 lmprovements 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 fumished.toc 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 Clty 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 shall be no cancellation, surrender or modification of the
Ground Lease, by mutual agreemenf of the parties, without Whidbey Island Bank’s
prior written consent.

2. The original ground lease between the Clty 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. It is anticipated that the interest of Hentage Construction Group, L.L.C. will be
assigned to Radius Anacortes Properties, L.L.C. The Crty of Anacortes approves and
consents to this assignment.

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
200102120108. The City of Anacortes approved this sublease
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5 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
;-:fconditlon 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
"timé or bdth‘ would constitute a default by Lessee thereunder. -

6.. The. C;ty of Anacortes, through its departments and employees, has no
knowledge of any prior assignment of the lease or a portion thereof, except as herein
stated; or of any pnor hypothecation or pledge of Lessee's interest under the Ground
Lease. < "

7. That the term of the Ground Lease expires on January 31, 2026.

8. That the __Glty. _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 shaII govem.

9. That the City of Anacortes upon servmg Lessee with notice of any default, shall
simultaneously serve a copy thereef 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 basus" or some other use as permitted by
paragraph 14C of the original ground Iease

10. The City of Anacortes agrees that, in. the event the original lessee or its
successors or assigns, fail to renew the lease as pen'mtted 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: onglnal ground lease, except as
provided in this agreement. :

11. That in the event the Ground Lease terminates for any reason 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 secunty agreement on the
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~ léssee’s interest in the leasehold estate, the City of Anacortes agrees to enter into a
“ new-Ground Lease with Whidbey Island Bank for the remainder of the term, effective
‘as of the 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 City of 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 all
covenants 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 a new lease.

12. 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, Whldbey
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.

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

14. 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 improvements or any part thereof,

16. 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. However, 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 Anaoortes as set forth in this estoppe!
agreement. ; :

16. The City of Anacortes, through its departments and employees has no specific
knowledge or notice of the existence of hazardous wastes or hazardous products
iocated on the leased property. Ao

17. No state or federal agency has notified the C:ty of Anacortes that any type of
hazardous waste cleanup is required or necessary upon the subject property.
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"*_318 The subject property is properly zoned for the use intended by the lessee and
sublessee

19, The City of Anacortes has no pending plans or proposals to condemn the
"-._subje___ct property or any part thereof.

20. ‘The City of Anacortes has not engaged in any legal actions, lawsuits or other
proceedings that may result in the condemnation of the property that is the subject of
the lease.” .~ . "

21. That the statements herein made shall be binding upon the City of Anacortes, its
successors and assigns, and shall inure to Whidbey Island Bank’s benefit and the
benefit of Whldbey Istand Bank’s successors and assigns.

22. 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 wntlng, within ten (10) days of the terminating event.

IN WITI:}ESS WH REOF this certificate has been duly executed and delivered as of
the 3 dayof sdce -\L(, | 2001

LESSOR:

CITY OF ANACORTES
L0. Bex SY7

{mailing address)
" Anacortes, Washington

Y b Pt

H. Dean Maxwell, Mayor

STATE OF WASHINGTON)
.88,
COUNTY OF SKAGIT )

On thls& day of M’l 2001, before me, the undersigned, a Notary
Public in and for the State of Washington, duly commssmned and sworn, personally

appeared H. Dean Maxwell, to me known to be the Mayor-of the City of Anacortes,
the municipa! corporation that executed the foregoing lnstrument to be the free and
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o ,.---"k_::voluntary act and deed of said corporation, for the uses and 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 said corporation.
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- '.:WIZTNESS my hand and official s

~ written.

-._\\\'\\\\\

"r‘"o‘?f:;;{&és'oﬁfé'«':?‘f’i'

.& ; . '%‘p"’
I3 NOT, s /
Lhadand

,.4.\__\\\\\\.'
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eal hereto affixed the day and year first above
%w, WM

(Signature) .~ .
'Nerr |, Kafan.s
(Print Name)

NOTARY PUBLIC in and for the State of
Washington, residing at /) 2o

My Commission expires: | -4 -¢Z,

HEETN

20011206 ,
Skagit County Auditor .~ .~
12/6/2001 Page 7 of 22 330PM .




EXHIBIT A

"Lots 11 through 14, Block 33, MAP OF THE CITY OF ANACORTES, according ot
the plat thereof recorded in Volume 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 Lot 14;

The North 4 feet of Lots 11-14;

Situated in Skaglthaunty Washington.
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RETURN ADDRESS:
_Whidbey Island Bank

+ .+ Anacortes Office

“ ;2202 Commerclal Ave.
7 P.O. Box 320
Anacortes. WA 98221

DEED OF TRUST

DATE: November 29, 2001

Reference # (if apphcable) A21157 SM Additional on page _
Grantor(s):
1. HERITAGE GONSTRUCTION GFIOUP LLC

Grantee(s)
1. Whidbey Island Bank :
2. Island Title Company; Trustee

Legal Description: Ptn Lts 11-14, Bik 33 ANACORTES Additional on page
Assessor's Tax Parcel 1D#: 3772—033—01 5-—0004

THIS DEED OF TRUST is dated November 29, 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.0. Box 320, Anacortes,
WA 98221 (referred to below sometimes as “Lender“ and sometlmes as "Beneficiary"); and
Island Titie Company, whose mailing address Is 3110 COmmerclaI Ave., Suite 101, Anacories,
WA 98221 (referred {o below as "Trustee”). :

zmmmunmmmummmmmmw
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DEED OF TRUST
(Continued) Page 2

CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys lo Trustee In trust with power of sale, right
of eniry and. possession and for the benefil of Lender as Beneficlary, all of Grantor's right, fitle, and interest in and to the
toliowing described ‘real property, together with all existing or subsequently erscted or affixed buildings,.improverqenls_ a_nd
fixtures; all easements, rights of way, and appurtenances; all water, water rights and ditch righis (Incltédmg si:gck'ul-_l qtt:[ttiles
with dilch or irrigation rights); and all other rights, rayalties, and profils relating to the real property, including without limitation
all minerals, ofl, gas, gecthermal and similar matters, (the "Real Prope%“) located in SKAGIT County, State

of Washington: .-

Lots 11 through. 14, Block 33, 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

" Excepting therefrom

The South 28 feet of Lots 11-14
The East 10°feet of Lot 14
The North 4 feet of-Lots 11-14

Situated in Skagit County, Washington.

The Real Property orklts::""address‘: is commonly known as 411 "O" AVE., ANACORTES, WA
98211. The Real Property tax identification number is 3772-033-015-0004

Grantor hereby assigns as securily-to Lender, all 'of Grantor's right, tille, and interest in and to all leasas, Rents, and profits of
the Properly. This assignment is recorded in dccordance with RCW 65.08.070; the lien crealed by this assignment is intended
to be specific, perfected and choate upon the-fecording of this Deed of Trust. Lender grants to Grantor a license to coil_ect
the Rents and profits, which license may be-revoked atLender’s option and shall be automatically revoked upon acceleration
ot all or part of the Indebladness. R

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 UNDER THE NOTE, THE RELATED DOCUMENTS, AND THIS DEED
OF TRUST. THIS DEED OF TRUST IS GIVEN AND'ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Excepl as otherwise provided In this Deed of Trust, Grantor shall pay to Lender all
amounls secured by this Deed of Trust as they become tue, and shall strictly and in a timely manner perform all of Grantor's
obligations under the Note, this Deed of Trust, and the Rq_lalad Documents.

POSSESSION AND MAINTENANCE OF THE MOFEﬁT+;._ Grantor agrees that Grantor's possession and use of theProperly
shall be governad by the following provisions:

Possesslon and Use. Until the occurrence of an Event of Default, Grantor may (1) remain In possession ang control of
the Property; (2) use, operale or manage the Property; and (3) collect'the Rents from the Property (this privilege is a
license from Lender to Grantor automatically revoked upon .defaulf). - The following provisions relate to the use of the
Property or to other limitations on the Property. The Real Property is not used principally for agricultural purposes.

Duty to Maintain. Grantor shall maintain the Property ih _péﬂﬁntaﬁlg-condltion and promptly perform &ll repairs,
replacements, and maintenance necessary lo preserve its value.” ™" & e

Compliance With Environmenial Laws.  Granior represents and warrants to Lender that: (1) During the period of
Granter’s ownarship of the Property, there has been no use, generation, manufacture, storage, trealment, disposal,
release or threatened release of any Hazardous Substance by any person on; under, about or from the Properly; (2)
Grantor has no knowledge of, or reason to believe that thers has:been, except as previously disclosed to and
acknowladged by Lender in writing, (a) any breach or violation of ary. Environmantal Laws, (b) any use, generation,
manufaclure, storage, treatment, disposal, release or threalened release of any Hgzdrdous Substance on, under, about
or from the Properly by any prior ownars or occupants of the Property, or (¢} any actial or threatened litigation or
claims of any kind by any person relating to such matiers; and (3) Excepi as praviously disclosed to and acknowledged
by Lender in writing, (a) neither Grantor nor any lenant, contractor, agent or: other authorized user of the Property shall
use, generate, manufacture, store, ireat, dispose of or release any Hazardous: Substance on, under, about or from the
Property; and (b) any such activity shall be conducted in compliance with all applicable-federal, state, and local laws,
regulations and ordinances, including without lmitation all Environmental Laws. Grantor authorizes Lender and its
agents to enter upon the Properly to make such inspections and lests, at Granlor’s expense, as-Lender may deem
appropriate to determine compliance of the Property with this section of the Deed of Trust. Any.inspections or esis
made by Lender shall be for Lender’s purposes only and shall not be construed to create. any-résponsibility or liability on
the part of Lender to Grantor or 1o any other person. The representations and warmanties contained hérein are based on
Granlor's due diligence In investigating the Property for Hazardous Substances. Grantor hereby (1) releases and
walves any future claims against Lender for indemnity or confribution in the avent Grantor becomes liable for cleanup or
other cosls under any such laws; and (2) agrees to Indemnify and hold harmless Lender-agafnst any and-all claims,
losses, liabliities, damages, penalties, and expenses which Lender may directly or indirectly sustain. or sutfer resulting
from a breach of this section of the Daed of Trust or as a consequence of any use, generation, manufacture, storage,
disposal, release or threatenad releass occurring prior to Grantar's awnership or interest in the Property, whethet er not
the same was or should have been known to Grantor. The provisions of this section of the Deed of Trust, including: the
obligation to indemnify, shall survive the payment of the Indebtedness and tha satisfaction and reconvayance of the lien
of this Deed of Trust and shall not be atfected by Lender's acquisition of any interest in the Property,.ivhather: by
foreclosure or otherwise.

Nuisance, Waste, Grantor shall not cause, conduct or permit any uisance nor commit, permit, or suffer any stripping of ™
or waste on or to the Property or any portion of the Proparty. Without limiting the ganerality of the foregoing, Grantor.will- *
not remove, or grant to any other party the right to remove, any timber, minerais (including oll and gas),-coal; clay;
scorig, solf, gravel or rock products without Lender's pricr written consent.

Removal of Improvements. Grantor shall not demolish or remove any Improvemenis from the Real Property:"\'ivithdﬁt_' =

Lender’s prior written consent. As a condilion to the removal of any Improvements, Lender may require Granlor o make -

arrangements satisfactory to Lender to replace such Improvements with Improvements of at least equal value. .
Lender's Right lo Enter. Lender and Lender's agents and rapresentativas may enter upon the Real Property at al

reasonable times fo attend to Lender’s interesis and to inspect the Real Property for purposes of Grantor's compliance

with the terms and conditions of this Deed of Trust.

WL
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DEED OF TRUST
(Continued) Page 3

o .Céinpllénce with Governmental Requirements. Grantor shall promptly comply, and shall promptly cause compliance

‘by all agents, tenants or other persons or entities of every nalure whatsoever who rent, lease or otherwise use or cccupy
; thé Property In any manner, with all laws, ordinances, and regulations, now or hereatter in effect, of all governmentat
" authorilies 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 nofified Lender in writing prior to doing so and so

lonig as, in Lerider's sole opinion, Lendar’s interests in the Property are not jeopardized. Lender may requlre Grantor to
past adequate security or a surety bond, reasonably satisfactory to Lender, to protsct Lender’s interast.

Duiy to Proteci. Grantor agrees neither to abanden or leave unattended the Property. Grantor shall do all other acts, in

addilion to. those-acls set forth above in this section, which from the character and use of the Property are reasonably

necessary to protect and preserve the Property.
DUE ON SALE:= CONSENT-BY LENDER. Lender may, at Lender's oplion, (A) declare immediately dus and payable all
sums securad hy-this Deed of Trust or {B) increase the interest rate provided for In tha Note or other document evidencing
the Indebledness and impose such other condilions as Lender deems appropriate, upon the sale or Iransfer, 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 transfer” means the
conveyance of Real Property or any right, title or interest in the Real Froperty; whether legal, beneficlal or equitable; whether
voluntary or involuntary; whethar by. outright sale, deed, installment sale contract, land contracl, contract for deed, leasshold
interest with a term greatar than: threa (3) years, lease—option contract, or by sele, assignment, or iransfer of any beneficial
inlerest In or to any land trust helding title to the Reel Property, or by any other method of conveyance of an interest in the
Real Property. If any Grantor s a-Gorpération, partnership or limited llability company, transfer also Includes any change In
ownership of more than twenly<five” percent (25%) of the voling stock, partnership Interests or limited llability company
inferests, as the case may be; of such Grantgr. However, this oplion shall not be exercised by Lender if such exercise is
prohibited by federal law or by Washington law.

TAXES AND LIENS. The following pa"ovislonsfkelating to the taxes and liens on the Property ara part of this Deed of Trust:

Payment. Granior shall pay. when due (and.in all events prior to delinquency) all taxes, special taxes, assessments,
charges (including water and sewer), fines @nd. imposilions levied against or on account of the Property, and shall pay
when due all claims for work done-on of for services rendered or materiat furnished to the Property. Grantor shall
maintain the Property free of all liens having priority over ar equal to the interest of Lender under this Deed of Trust,
axcept for the lien of taxes and assessments not due, except for the Existing Indebtedness referred to below, and except
as otherwise previded in this Deed of Trust, ..

Righ! to Contest. Grantor may withhold payment‘of any tax, assessment, or claim in conneclion with a good faith
dispute over the obligation to pay, so long as'Lender’s interest in the Proparty is not jeopardized. If a lien arises or Is
fled as a result of nonpayment, Grantor shall within fiftean (15) days after the lien arises or, If a lien s filed, within fifteen
(15) days atfter Grantor has notice of the filing, sacure-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 lien plus any costs and attorneys’ fées. or other charges that could accrue as a result of a foreclosure or
sale under the lien. In any contest, Grantor shall. defend itself and Lender and shall safisfy any adverse judgment before
enforcement agalnst the Property. Grantor shall narhe Lender as an additional obligee under any surety bond furnished
in the contest proceedings. L

Evidence of Payment. Grantor shall upon deman&.furnish to Leriéléi’r satisfactory evidence of payment of the taxes or
assessments and shall aulhorize the appropriate governmental pfficial lo ‘deliver to Lender af 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 lo the Property, it afny machanic’s lien, materialmen’s lien, or other
tien could be asserted on account of the work, services, or malerials.” Grantor will upon request of Lender furnish to
Lender advance assurances safisfactory to Lender that Grantor tan-and will pay the cost of such Improvements.

PROPERTY DAMAGE INSURANCE. The following provisions refating 16 insuring the Property are a parl of this Dead of
Trust. i Dot

Maintenance of Insurance. Grantor shall procure and maintain policles of fire insurance with standard extended
coverage endorsements on a replacement basis for the full insurable value gévering all Improvements on the Real
Property in an amount sufficient to avoid application of any coinsurance clause; and with a standard mortgagee clause in
favor of Lender. Grantor shall also procurs and maintain comprehensive general liability insurance in such coverage
amounts as Lender may request with Trustee and Lender being named as additional insureds In such liability insurance
policies. Additionally, Grantor shall maintain such other insurance, Including but nof limited to hazard, business
interruption, and boller insurance, as Lender may reasonably require. Pclicies 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 of certificates of insurance
in form satisfactory to Lander, Including stipulations that coverages will not ba cancslled or diminished without at least
ten (10) days prior written notice fo 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 .cf Grantor or any olher
persen. Should the Real Properly be localed in an area designated by the Director of the” Federal Emergency
Management Agercy as a special flood hazard area, Grantor agrees lo obtain and maintain Faderal Flood Insurance, if
available, within 46 days after notice |s given by Lender that the Property is located in a special flood hazard area, for the
full unpaid principat balance of the loan and any prior liens on the properly securing the loan, up to the. maximum policy
limits set under the National Flood Insurance Program, or as otherwise required by Lender, and.lo_maintain such
insurance for the lerm of the loan, TS A w s

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the Propertyif the estimated
cost of repair or replacement exceeds $1,000.00. Lender may make proof of loss if Grantor falls to do so within fifleen
(15) days of the casualty. Whether or not Lender's security is impaired, Lender may, at Lender’s aleclion, receive: and
refain the proceeds of any insurance and apply the proceeds to the reduction of the Indebtedness, payment.of any lien
affecting the Preperty, or the restoration and repair of the Property. |f Lender elecls to apply the proceeds.to restoration”
and repair, Grantor shall repair or replace the damaged or destroyed Improvements in a manner salisfactory to Lender. -

Lender shall, upon satisfactory proof of such expenditure, pay or reimburse Grantor from the proteeds for the”

reasonable cost of repair or restoration If Grantor is not in dafault under this Dead of Trust. Any proceeds which have: .
not been disbursed within 180 days after their receipt and which Lender has not committed {o the repair or restoration.of .
the Property shall be used first lo pay any amount owing to Lender under this Deed, of Trust, then to pay.accrited
interest, and the remainder, if any, shall be appliad to the principal balance of the Indebtedness. If Lender holds any '

proceeds after payment in full of the Indebledness, such proceeds shall be paid without interest fo Grantor as Grantars =~ =

interasts may appear.

Unexpired Insurance at Sale. Any unexpired insurance shall inure 1o the benefit of, and pass to, the purchaser of ifie
Property covered by this Dead of Trust at any lrustee's sale or nthar esla hald coad--a-- - 0 e :
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: .j"or:" at-any foreclosure sale of such Property.

¢ complience with Existing Indebledness. During the period in which any Existing Indebladness describad below is in

© gfféct, compliance with the insurance provisions contained in the instrument evidancing such Exisling Indebtedness shall

:_-conglitute compliance with the insurance provisions under this Deed of Trust, to the extent compliance with the terms of
this Deed of Trust would constitute a duplication of insurance requirement. If any proceeds from the insurance become
payable on loss; the provisions In this Deed of Trusl for division of proceeds shalt apply only to that portion of the
proceeds not.payable to the holder of the Existing Indebtedness.

Grantor's Report on-Insurance. Upon request of Lender, howaver nof more than once a year, Grantor shalf furnish to
Lender.a report.on each existing policy of Insurance showing: (1) the name of the insurer; (2) the risks insured; (3)
the amount of the.policy:. (4) the property insured, the then current replacemant 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 dslermine the cash value replacemant cost of the Proparty.

LENDER’S EXPENDITURES. - if any aclion or proceeding is commenced that would malerially affect Lender’s interest in the
Property or it Grantor fails.to comply with any provision of this Deed of Trust or any Related Documents, including but not
limited to Grantor's falluré to comiply. with any obligation to maintain Existing Indebtedness in good standing as required
below, or to discharge-or pay when dtie any amounts Grantor is required 1o discharge or pay under this Deed of Trust or any
Related Documents, Lender on Grantor's behalf may (bul shall nol be obligated 10) take any action that Lender desms
appropriate, including but not imiled to ‘discharging or paying all laxes, liens, securlty interests, encumbrances and other
claims, at any time lavied or placed on the Property and paying ail costs for insuring, maintaining and preserving the Properly.
Al such expenditures Incurred of paid by Lender for suich 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. Al such expenses will become a part of the
Indebledness and, at Lenders option, wilt (A)"be payable on demand; (B) be added to the balance of the Nole and be
apportionad among and be payablg with any insiallment paymenis lo become dus duting either {1) the term of any
applicable insurance policy; or (2} the remaining term of the Note; or (C) be lreated as a balloon payment which will be due
and payable at the Note's maturity. -The Deed of-Frust also will secure payment of thess amounts. Such right shall be in
addition to all other rights and remedie to: which'Lender may be entitied upon Default.

WARRANTY; DEFENSE OF TITLE. The folliowirig provisions relaling to ownership of the Property ara a part of this Deed of
Trust:

Title. Grantor warrants that: (a) Grantor holds good-and markelable title of record to the Property in fee simple, free
and clear of all liens and encumbrances other than those set forth in the Real Property deseriplion or in the Existing
Indebledness seclion below or In any litie insurance policy, litle report, of final tite opinicn issued in favor of, and
accepted by, Lender in connection with this Deed of Trust, and (b) Grantor has the full right, power, and authority to
executa and deliver this Deed of Trust to Lender.; e

Defense of Tile. Subject to the exception in.the paragraph above, Grantor warrants and will forever defend the titie to
the Property against the lawlul claims of all persens. -in the event any action or praceeding is commenced that questions
Grantor's litle or the interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the aclion at Grantor's
expense. Grantor may be the nominal parly in.such proceeding, but Lender shall be entitied to participate in the
proceeding and to be represented in the proceeding:by counsel of.Lender's own choice, and Grantor wilt deliver, or
cause to be delivered, 1o Lender such instruments as:tender may raquest from fime to lime to permit such participation.

Compllance With Laws. Grantor warrants that the Property a_nii _Gréht&s_‘s use of the Property complies with all existing
applicabts laws, ordinances, and regulations of governmental auttiorilies. :

Survival of Representallons and Warrantles. All repraséntdiions, w_a_'rra_ﬁties. and agreements made by Grantor in this
Deed of Trust shall survive the execution and delivery of this: Deed of Trust, shall be continuing in nature, and shall
remain in full foree and effect until such time as Grantor's Indebtedness shalt be-paid in full.

EXISTING INDEBTEDNESS. The foliowing provisions concerning Existing Indebladness are a par of this Deed of Trust:

Exisfing Llen. The lien of this Deed of Trust securing the Indebtedness may be secondary and inferlor to an existing
lien. Grantor expressly covenants and agrees to pay, or see to the payment of, the Existing Indebtedness and 1o prevent
any defaull on such indebtedness, any defaull under the instruments. evidencing such indebtedness, or any default
under any security documents for such indebtedness. w T e

No Modificalion. Grantor shall not enter into any agresment with the holder of any morlgage, deed of trust, or other
security agresmant which has priority over this Deed of Trust by which that agreement is modified, amended, extended,
or renawed without the prior written consent of Lender. Grantor shall neither request nor accept any future advances
under any such security agreement without the prior written consenl of Lender:.

CONDEMNATION. The following provisions relating to condamnation proceedings area part of _1h'i§s Deed of Trust:

Proceedings. | any proceeding in condemnation is filed, Grantor shali promptly nofity Lender In writing, and Grantor
shall promptly lake such steps as may be necessary to defend the action and obtain the award. -Grantor may be the
nominal parly in such proceeding, but Lender shall be entitled to participale in the proceeding and to be represanted in
tha proceading by counsel of its own chaice all at Grantor's expense, and Grantor wlll defiver or cause to:be dellvered to
Lerruider such Instruments and documentation as may be requested by Lender from lime to timé to permit such
parlicipation. e T

Application of Net Proceeds. if all or any part of the Property is condemned by eminent domain proceedings. or by any
proceading or purchase in lieu of condemnation, Lender may at ils election require that all.or any portion of the net
praceeds of the award be applied to the Indebtedness or the repair or restoration of the Froperly. The nelproceeds of
the award shall mean the award afler payment of all reasonable costs, expenses, and aftorneys’ fees incurred by Trustes
or Lander in connection with the condemnation. R

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES. The following ﬁ'ro\"&isions“ ral‘éﬁndto
governmental taxes, fees and charges are a part of this Deed of Trust: T

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

Taxes. The following shall constitute laxes to which this section applies: (1) a specific tax upon this type of Deed of -
Trust or upon all or any part of the Indebtednass secured by this Dead of Trust; (2) a specific tax on Grantor which: -
Grantor is authorized or required to deduct from paymants on the Indebtedness secured by this type of Deed of Trust; "
(3) a tax on this type of Dead of Trust chargeable against the Lender or the holder of the Note; and (4) a specific tax

on all or any portion of the Indebtadness or on payments of principal and Interest made by Grantor.

Subsequent Taxes. if any tax lo which this section applies is enar*=~ ===~~~ in tha data nf this Dead of Trust, this
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¢ gvaiit shall have the same effect as an Event of Defaull, and Lender may exercise any or &l of its available remedies for
i ah Fvent of Default as provided below unless Grantor either (1) pays the tax before It becomes delinquent, or 2)
" cofilests ‘ihe tax as provided above in the Taxes and Liens section and deposits with Lender cash or a suMficient
;. corporgle surety bond or other securily satisfactory to Lender.

SECUB‘TY’ AGREEMENT; FINANCING STATEMENTS. The following provisions relating to this Deed of Trust as a security
agreement are a part of this Deed of Trust:

Security Agreement. This instrument shall constilute a Security Agreement to the extent any of the Property constitules
fixtures, @nd Lander shall have all of the rights of a secured party under the Uniform Commerclal Code as amended from
time to'timg. .~ %

Securlty Interest: Upon request by Lender, Grantor shall execute financing statements and lake whatever other action
is requested by Lender to perfect and continue Lender's security interest in the Rents and Persona! Property. In addition

- fo recording this Deéd of Trust in the real property records, Lander may, at any lime and without further autharization
from Grantor, file executéd, counterparts, copies or reproductions of this Deed of Trust as & financing stalement. Grantor
shall reimburse Lender for all expenses incurred in perfecting or continuing this securily Interest. Upon defaul, Grantor
shall not remove, sever or dstach the Personal Proparty from the Property. Upon default, Grantor shall assamble any
Parsonal Property nol affixed ta'the Property In a manner and at a place reasonably convenient to Grantor and Lender
and make it available to Lefder within three (3) days after recelpt of written demand from Lender lo the extent permitted
by applicable law. R ;

Addresses. The ma!llng___addrégsas -af Grantor (debtor) and Lender (secured party) from which Information cqncerning
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 ﬂrsl'"pagg.-of_th'ié Déed;_of Trust.

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

Further Assurances. At any. lime; and from.time to lime, upon request ot Lender, Grantor will make, execute and
deliver, or will cause to be made;-execuled ‘or deliverad, to Lender or fo Lender's designee, and when reguested by
Lender, cause to be filed, recordad, refiled, or rerecorded, as the case may be, at such times and In such offices and
places as Lender may desm appropriale, any-énd all such morigages, deeds of trust, securlly deeds, security
agresments, financing statemenis, conlinuation_statements, instruments of further assurance, certificates, and other
documenis as may, In the sole opinion of Lerider, be necessary or desirable in order to effsctuate, complele, perfect,
continus, or preserva (1) Grantor's obligations uinder the Note, this Deed of Trust, and the Related Documents, and (2)
the liens and securily interests created by this Deed of Trust on the Property, whether now owned cr hareafter acquired
by Grantor. Unless prohibited by law or Lendsr'agrees to the conlrary in writing, Grantor shall reimburse Lender for all
costs and expenses 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 expsnse. For such purposes, Grantor hereby irrevocably appoints Lender
as Grantor's altorney-in-fact for the purpose of making, exsculing, delivering, filing, recording, and doing all other things
as may be necessary or desirable, in Lender's sole-opinion, to accomplish the matters referred to in the preceding
paragraph.

FULL PERFORMANCE. If Grantor pays all the indebtedness when due, &nd otherwise performs all the obligations Imposed
upan Grantor under this Deed of Trust, Lender shall execute and deliver toTrustee a request for full reconveyance and shall
execute and deliver 1o Grantor suitable statements of terminalion of any. financing statament on file evidencing Lender’s
sacurity Interest in the Renls and the Personal Property. Any-recenveyance fee shall be paid by Grantor, it permitted by
applicable law. The grantes in any reconveyance may ba described-as the "persan or persons legally entitied thereto”, and
the recilals in the reconveyance of any matters or facts shall be conclusive.proof of the truthfuiness of any such matters or
facts. £oaT T :

EVENTS OF DEFAULT. Each of the following, at Lender's option, shall conslitule '_jar'-}. Event of Default under this Deed of
Trust: Lol S

Payment Default. Grantor fails 1o make any payment when due und"ér::'lha_f ndéptédgggs.

Other Defaults. Grantor fails to comply with or to perform any other term; obligation, covenant or condition contained in
this Deed of Trust or in any of the Relaled Documents or to comply with or fo-perform any term, obligation, covenant or
condition contalnad In any other agreement betwsan Lender and Grantor.

Compliance Default. Failure to comply with any other term, obligation, covenant or condllion contained in this Desd of
Trust, the Note or in any of the Related Documents. I such a failure is curable-and if Grantgr has not been given a
nolice of a breach of the sama provision of this Deed of Trust within the preceding. twelve (12 months, it may be cured
{and no Event of Default will have occurred) if Grantor, after Lendar sends written nolice demanding cure of such failure:
{a) cures the failura 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 netessary steps sufficiant
fo produca compliance as soon as reasonably practical. Lok

Default on Other Payments. Failure of Granior within the time require'd by this Deed of. Trust to mé'i{e any payment for '
taxes or insurance, or any other payment necessary to prevent fiing of or to effect discharge of any ligii. :

Environmental Defaull. Failure of any party to comply with or perform when due any terrn _:ob‘lig‘a.tibn...-cdh.venant or
condition contained in any anvironmental agreement executed In connection with the Property. . -7 -

False Statements. Any warranly, represeniation or slatement made or furnished to Lender by Grantor-or 6n Grantor's
behalf under this Dead of Trust or the Related Documents is false or misleading in any material respect, either now or at
the tima mads or furnished or becomes falsa or misleading at any time thereafter. S

Defective Collateralization. This Desed of Trust or any of the Related Documents ceases to ba In fulL-fhﬁ:e“‘ and effect
(including failure of any collateral documant to create a valid and perfected security interest or lien) at'any time and for
any reason. _ L

Dealh or Insolvency. The dissolution of Grantor's (regardless of whether election to continue is mads), a'h-y memﬁ‘éa-: s

withdraws from the limited liability company, or any other termination of Grantor's existence as a golng business.or the -
death of any member, the inscivency 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 -
bankruptey or insolvency laws by or against Grantor. e

Creditor or Forfelture Proceedings. Commencement of foreclosure or foraiture proceedings, whether by jﬁd'icigl--’"'
prof;aadlng, seif-help, repossession or any other method, by any ereditor of Grantor or by any governmental agendy
against any properly securing the Indebtedness. This includes a garnishment of any of Grantor's accounts, including

deposlt accounts, with Lender. However, this Event of Default shall not apply if there is a good faith dispute by Granter '
as to the validity or reasonableness of the claim which is the hasis of the craditor or forfeiture proceeding and if Grantor * L
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o gives Lender written notice of the creditor or forfeiture proceeding and deposits with Lender monies or a surely bond for
/ ° the ereditor or forfeilure proceeding, in an amount delermined by Lender, in its sole discretion, as being an adequate
¢ " reserve or bond for the dispute.

-“Breach of Other Agreement. Any breach by Grantor under the terms of any other agreement between Grantor and
tenddi ‘that_is not remadied within any grace period provided therain, including without limitation any agreement
~egncerning any indebtedness or other obligation of Grantor to Lender, whether existing now or later.

* Events Affecting Guaranior. Any of the preceding events occurs with respect to any guarantor, endorser, surety, of
* agcommbdalion.party of any of the Indebtedness or any guarantar, endorser, surety, or accommodation parly dies or
becaiies incompatent, or revokes or disputes the validity of, or liability under, any Guaranty of the Indebtedness. In the
avent-df a.death, Lender, at lis option, may, but shall not ba required to, parmit the guarantor's estate to assume
uncenditionally the: obligations arising under the guaranty in a manner safisfactory to Lender, and, in doing so, cure any

Event of Defaul.

Adverse Changé. A__rriimrial adverse change occurs in Granter’s financial condition, or Lender believes the prospect of
payment or performance of tha Indebtedness is impaired.

msecurity. Lgnﬂgr.._ihx__go&d“f_aith belisves itself insecure.

Existing Indebtedness. The payment of any installment of principal or any interest on the Existing Indebtedness is not
made within the fime required by the promissory nole evidencing such indebtedness, or & default occurs under the
Instrument securing such indebledness and is not cured during any applicable grace period in such instrument, or any
suit or other action is commenced:to foreclose any existing lien on the Property.

Right to Cure. If stich4 failireds 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 Event of Default will have
occurred) if Grantor, after Lender sends written notice demanding cure of such failure: (a) cures the failure within fifteen
(15) days; or (b} if the cure requires- more than fiflean (15) days, immediately initiates steps sufficlent to cure the failure
and theraaher confinuas and completes all reasonable and necassary steps sufficient to produce compliance as soon as
reascnably practical.

RIGHTS AND REMEDIES ON DEFAL.ILTTf an Event of Default occurs under this Deed of Trust, at any ime thereafter,
Trustee or Lendar may exercise any ene or more of the following rights and remedies:

Election of Remedies. Election 'By._La'n'Hér..to:pu;Sue any remedy shall not exclude pursuit of any other remedy, and an
elsction to make expenditures or 1o také action to perform an obligation of Grantor under this Deed of Trust, after
Grantor’s failure to perform, shalt not affect Le’ng!ar's right to declare a default and exarcise its remeadies.

Accelerate Indebtedness. Lender shell Have the right at its option to declare the entire Indebtedness immediately due
and payabla, including any prepayment p?r}d!ty }__uhk:_h 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 exercisa its power of
sale and to foreclose by notice and sale, and Lender shall have the right to foraclose by judicial forectosurs, In sither
case in accordance with and 1o the full extent pravided by applicable law.

UCC Remedies. With respect to all or any part of ‘]he Personal Property, Lender shall have all the rights and remedies of

a secured party under the Uniform Commercial Code.

Collect Rents. Lendar shall have the right, without noticé to-Grantor to take possession of and manage the Property
and collect the Rents, including amounts past due ang‘Unpaid, and apply the net proceeds, over and above Lender's
costs, against the Indabledaess. in furtherance of this right, Lendar may require any tenant or other user of the Property
to make paymants of rent or use fees directly to Lender.: If tha Renls are collected by Lender, then Grantor irrevocably
designales Lender as Grantor's attorney—in—fact to endarse instruments -received in payment thereof in the name of
Grantor and to negotiate the same and collect the proceeds. Paymsnis.by. lenants or other users to Lender in response
to Lender's demand shail safisfy tha obligations for which the paymenits aré.made, whathar or not any proper grounds
for the demand existed. Lender may exercise ils rights under thig subparagraph either in person, by agent, or through a
receiver. iod i

Appoint Recelver. Lender shall have the right to have a receiver.appointad to take possassion of all or any parl of the
Property, with the power to protect and preserve the Property, to operate the Property. preceding or pending foreclosure
or sale, and to cotlect the Rents from the Property and apply the proceeds, over and.abave tha cest of the recaivership,
agalnst the Indebledness. The receiver may serve without bond If parmittéd by law. “Lender's right to the appointment
of & recelver shall exist whether or not the apparent valus of tha Property exceeds the Indebtedness by a substantial
amount. Employment by Lender shall not disqualify a person from serving-as.a receiver

Tenancy al Sutferance. If Grantor remains in possession of the Property after thié Property is'sald as provided above or
Lender otherwise becomes entilled to possession of the Property upon defaull of -Grantor, Grantor shall become a
tenant &t sufierance of Lender or the purchaser of the Property and shall, at Lendar's option, either (1) pay a
reasonable rental for the use of the Property, or (2) vacate the Property immediately ypon the demand of Lender.

Other Remedies. Trustee or Lender shall have any other right or remedy provided in this-Deed of Trust or the Note or
by law. W e

Notice of Sale. Lender shall give Grantor reasonable notice of the time and place of any publi¢'sale of the Personal
Property or of the fime after which any private sala or other intandad disposition of the Persanal-Froperty is 1o be made.
Reascnable notice shall mean notice given at least ten (10) days before the time of the sale-or disposition.: Any sale of
Personal Property may be made in conjunction wilh any sale of the Real Property. R S

Sale of the Property. To the extent permitted by applicable law, Grantor hereby waives any and all rights to-have the
Property marshallad. In exercising its rights and remedies, the Trustee or Lendar shall be free lo 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 portlon of the Property. A

Attorneys’ Fees; Expenses. If Lender insfitutes any suit or action o enforce any of the terms of this Deed of Frust,
Lender shall be entitied to recover such sum as the court may adjudge reasonable as attorneys' fees at trial. and upon
any appeal. Whether or not any court action is involved, and to the extent not prohibited by law, all reasonablé
expenses Lender incurs that in Lender's opinion are necessary at any time for the protection of its. intarest-or, ihe
enforcement of its rights shall become a part of the Indebtedness payable on demand and shall bear interest at'the'Note
rate from the date of the expenditure uniil repaid. Expenses covered by ihis paragraph include, without limitatign, -~
however subject to any limits under applicabla law, Lender’s attorneys’ fees and Lender’s lagal expenses, whether or not™ "
there is a lawsuit, including attorneys' fees and axpenses for bankrupley proceedings (including efforts to mogityor.~
vacate any automalic stay or injunction), appeals, and any anticipated post—judgnient collection services, the cost of
searching records, obtaining tite reporis (including foreclosure reports), surveyors' reports, and appraisal fees,title --
insurance, and feas for the Trustes, io the exient permitted by applicable law. Grantor also will pay any court costs, in "

addition o all othar sums provided by law.
MAM MU
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nghtsof Truslee. Trustes shall havs all of the rights and dulies of Lender as set forth in this section.

POWERS AND-OBLIGATIONS OF TRUSTEE. The following provisions relating to the powers and obligations of Trustee
(pursuant to Lender’s instructions) are part of this Deed of Trust:

Powers of Truslee. In addifion to all powsrs of Truslee arising as a matter of law, Trustee shall have the power to take
tha following actions with respect to the Property upon the written request of Lender and Grantor: (a) joln in preparing
and:filing a map or plat of the Real Property, including the dedication of streets or other rights to the pu_blic; {b) Join in
granting any easement or creating any restriction on the Real Property; and (c) join in any subordination or other
agresment giecting Ihis Deed of Trust or the interest of Lender under this Deed of Trust.

Obllgaﬁdhs_.ln Notify. “Trustee shall not be obligated to notify any other party of a pending sale under any other frust
deed or lien, or.of any.action or proceeding in which Grantor, Lender, or Truslee shall ba & party, unless required by
applicable Jaw, or. unless the action or proceading is brought by Trustee.

Trustee. Trustee shall.:meet.all qualifications required for Trustes under applicable law. In addilion to the rights and
remedles set farth above, with.respect to ali or any part of the Property, the Trustee shall have the right to foreclose by
nalice and sale, and Lender shall have the right to forectose by judicial foreclosurs, in either case In accordance with and
to the full extent provided by applicable law.

Successor Trustee. Lender, at Lender's option, may from lime fo lime appoint a successor Trustee to any Trustee
appointed under this Deed of Trust by an instrument executed and acknowledged by Lender and recerded In the office
of the recorder of SKAGIT. County, State of Washington. The instrument shall contain, in addilion fo all other matters
raquired by stale law, thé names of Ihe original Lender, Trustee, and Grantor, the book and page or the Auditor's File
Number whare this Desed.of Triist Is tecorded, and the name and address of the successor trustee, and the instrument
shall be executed and acknowladged by-Lender or its successors in interest. The successor frustee, without conveyance
of the Property, shall succeed fo all the litle, power, and duties conferred upan the Trustee In this Deed of Trust and by
applicable law. This procedure for substitulion of Trustes shall govern to the exclusion of all other provisions for
substitution. T

NOTICES. Subject to applicable law;:and excepl for notlce required or allowsd by law to be given in another manner, any
nolice reguired to be given under this Deed of Trust, including without limitation any notice of default and any notice of sale
shall be glven in writing, and shall be: effeclive wheri actually delivered, when actually received by telefacsimile {unless
ctherwise required by law), when deposited with“a nationally recognized overnight courler, or, if mailed, when dsposited in
the United States mail, as first class, certified or reistered mail postage prepaid, directed lo the addresses shown near the
beginning of this Deed of Trust. All copies ‘of nolices of foreclasurs from the holder of any lien which has priority over this
Deed of Trust shall be sent to Lender's address, as shown neartha beginning of this Deed of Trust. Any party may change its
address for notices under this Dead of Trust by giving tormal written notice to the olther parties, specifying that the purpose of
the nolice is to change the parly's address. For notice-purposes, Granlor agrees to keep Lender informed at all times of
Grantor's current address. Subject to applicable law, and axcept for notice required or allowed by law to be given in another
manner, if there is more than one Grantor, any notice given by Lender to any Grantor is deemed to be netice given to alt
Grantors.

MISCELLANEOUS PROVISIONS. The following mlsceiia_ﬁ‘e_apus provisions are a part of this Deed of Trusl:

Amendments. This Deed of Trust, together with any Related Documents, constilutes the enfire understanding and
agreament of the parlies as to the matters set forth In this Dead of Trust: No alleration of or amendment to this Deed of
Trust shall be effsctive unless given in writing and signed by the party ‘or:parties sought lo be charged or bound by the
alteratlon or amendment. . i

Annual Reports. If the Property is used for purposes other than Grantor's residence, Grantor shall furnish to Lender,
upon request, a cerlified stalement of nat operating income regeived-from'the Property during Grantor's previous fiscal
year in'such form and detgil as Lender shall require. "Net opérating incomg" -shall mean all cash receipts from the
Property less all cash expenditures made in connection with the operation of the Property.

Caplion Headings. Caption headings in this Deed of Trust are for ci_:nifanienoe purposes only and are not to be used to
interpret or define the provisions of this Deed of Trust. - L .

Merger. There shall be no merger of the interest or estate created by'tr__ll's Dééd of Trust. with any other interest or estate
in the Property at any tima held by or for the benefit of Lender in any capacity, \._\_(ill-iqui.the u(ritten consant of Lender.

Goveming Law. This Deed of Trust will be governed by, construed and entorced In accordance with federal law
and the laws of the State of Washington. This Deed of Trust has been accepted by Lender In the State of
Washington. s i

Cholce of Venue. If there is a lawsuit, Grantor agrees upon Lender's request tb-s.Ub"ril;t to thevjuﬁisdiclion of the courts of
Skagit County, State of Washington.

No Walver by Lender. Lender shall not be deemed to have waived any rights under this Deed-of Trust unless such
waiver is given in writing and signed by Lender. No delay or omission on the part of Lender in exarcising any right shall
operale as a waiver of such right or any other righl. A waiver by Lender of a provision.of this Deed of Trust shall not
prejudice or constitute a waiver of Lender’s right ctherwise 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 dsaling between Lender:and Grantor, shall
constitute a walver of any of Lender’s rights or of any of Grantor's obligations as to any future.transactions. Whenever
the consant of Lander is required under this Deed of Trust, the granting of such consent by Lender in.any instance shall
not constitute continuing consent to subsaquent instances where such consent is required and‘in all ¢ases such.consent
may be granted or withheld in the sole discretion of Lender. S

Severabillty. ¥ a court of competent |urisdiclion finds any provision of this Deed of Trust to be<iliegal, invalid, or
unenforceable as to any clrcumsiance, that finding shali not make the offending provision illegal, invalid,- or
unenforceable as to any other circumstance. i feasible, the offending provision shall be considered modified 'so that:it
becomes legal, valid and enforceabla. |f the offending provision cannot be so modified, it shall be considered deletad
from this Deed of Trust. Uniess otherwise requirad by law, the illegality, invalidity, or unenforceability of any provision of ..
this Deed of Trust shall not affect the legality, validity or enforceabliity of any other provision of this Deed of-Trust. =~ -+ =

Successors and Assigns. Subject to any limitations siated in this Deed of Trust on transfer of Granlor’s interast, this'
Deed of Trust shall be binding upon and inure to the benefit of the parties, their successors and assigns. If ownership™of ¢
ihe Property becomes vested In a person other than Grantor, Lender, without notice to Grantor, may dsal with Grantor’s’
successors with reference 1o this Deed of Trust and the Indebtedness by way of forbearance or extension ‘without -
releasing Grantor from the obligations of this Deed of Trust or iabllity under the indebtedness. -

Time Is of the Essence. Time is of the essance in tha parformance of this Deed of Trust.

Walver of Homestead Exemption. Granlor hereby releases and walves all rights and benefits of the homesteﬁd

examption laws of the State of Washington as to all Indebtedness secured by this Deed of Trust.

L
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DEED OF TRUST
(Continued) Page 8

" DEFINITIONS. The foliowing capitalized words and terms shall have the following meanings when used in this Daed of Trust.

Unigss specifically stated to the contrary, all refarences to dollar amounts shall mean amounts in lawful maney of the United

/ States ‘of Amarica. Words and terms used in the singular shall include the piural, and the plura! shall includs the singular, as

* the-context may require. Words and terms nol otherwise defined in this Deed of Trust shall have the meanings afiributed to
= sUich.tarms in-the Unitorm Commercial Code: . . _

: Beneficiary. The word "Beneficiary” means Whidbay Island Bank, and its successors and assigns.

%} Borrower. The word "Borrower™ means HERITAGE CONSTRUCTION GROUP LLC, and all other persons and entities
: _s_‘_aigni_ng-ihe' Note'in whatever capacily.

Deed.of Trust, 5‘?.I_'he words "Deed of Trust" mean this Deed of Trust among Grantor, Lender, and Trustes, and includes
without limitatipn all assignment and security interest provisions relating to the Personal Property and Rents.

Defauit. The wiord "Dafault” means the Default set forth In this Deed of Trust in the section tiied "Dafault”

Environmental Laws. The words "Environmental Laws” mean any and all state, federal and local statutes, regulations
and ordinances relating to the protection of human heaith or the onvironment, Including without limitation tha
Comprehansive-Environmental Response, Compansation, and Liability Act of 1980, as amended, 42 U.S.C. Section
9601, et seq./("CERCLA™, the Superfund Amendments and Reauthorization Act of 1988, Pub. L. No. 99-499 ("SARA™),
the Hazardous Materials Transporiation Act, 48 U.S.C. Saction 1801, et seq., the Resource Conservation and Recovery
Act, 42 1U.S.C. Sectior’8901; al'saqg., or other applicabla state or faderal laws, rules, or regulations adopted pursuant
thereto. S S :

Event of Default. The _\_uo}d_s "Event of Defaull” mean any of the events of default set farth in this Deed of Trust in the
avents of default section of this-Diéed of Trust. '

Existing Indebtedness.  The words "Existing Indebtedness™ mean the indebtedness described in the Existing Liens
provision of this Deed of Trust.

Grantor. The word "Grantor" means HERITAGE CONSTRUCTION GROUP LLC. |

Guaranty. - The word "Guaranty” means the guaranty from guaranlor, endorser, surety, or accommodation party to
Lender, including without limitation a,___gﬂaranty gf,all or part of tha Note.

Hazardous Subslances. The.words.."Hazardous Substances” mean materials that, because of thelr  quantity,
concentration or physical, chemical 6r infectious’ characteristics, may cause or pose a present or polentia hazard to
human health or the anvironment. when improparly used, treated, stored, disposed of, generated, manufactured,
transporied or otherwiss handled. The words "Hazardous Substances® are used in their very broadest sense and
include without limitation any and all hazardous or toXic substances, materlals or waste as defined by or listed under the
Environmental Laws. The term "Hazardous Subistarices™ also Includes, without fimitation, petroleum and petroleum
by-products or any fraction therecf and asbestos. - : : :

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

indebtedness. The word "Indebtedness”™ means all princlpal, interest, and other amounts, costs and expenses payable
under the Nole or Related Documents, together with all renewals of, axtensions of, modifications of, consolidations of
and substitutions for the Note or Relaled Documents and ariy amounts expended or advanced by Lender to discharge
Grantor's obligations or expenses Incurred by Trustes or Lafider 1o enforce Grantor's obligations under this Deed of
Trust, together with interest on such amounis as provided iri this Deed of Trust.

Lender. The word "Lender” means Whidbey Island Bank, its___sug_céé_;brs and assigns.

Note. The ward "Note” means the pramissory note dated Noverber 29, 2001, in the original principal
amount of $95,000.00 from Grantor to Lender, together with-ali-renewals of, extensions of, modifications of,
refinancings of, consolidations of, and substitutions for the promigsory nole or agreement. )

Personal Property. The words "Personal Property” mean all equipment, fixtures, and other arlicles of personal property
now or hereaftar owned by Grantor, and now or hereafier attached or affixed to the Real Properly; together with all
accessions, parts, and additions to, all replacements of, and all substitutions. for, any of such property; and together with
all issues and profits thereon and proceeds {including without limitalion all-ifsurance proceeds and refunds of premiums)
from any sale or other disposition of the Property. L R

Property. The word "Property” means collectively the Real Property and tl'_lé __Pérsonal Properiy
er'?l P:operty. The words "Real Property” mean the real property, interasts and righls,..ﬁs further described in this Dead \
of Trust. N, A

Related Documents. The words "Relaled Documanis™ mean all promissory notes, credit agreements, loan agreements,
environmental agreements, guaranties, securily agreements, morigages, deeds of.rust, seeurity deeds, colateral
morigages, and all other instruments, agreements and documents, whether now.’or hereafter: existing, executed In’
conneclion with the Indebtedness. o

Rents. The word "Rents” means all present and future rents, revenues, lncome;'-..lﬁsués; rayamaé.‘-proﬂls, and other
benefits derived from the Property. Vet A :
Trustes. The word "Trustea” means Island Title Company, whose maliling address is 31 1‘Q‘Cprﬁrhar‘cial Ave., Suite 101,
Anacortes, WA 98221 and any substitute or successor trustees. R

GRANTOR ACKNOWLEDGES HAVING AEAD ALL THE PROVISIONS OF THIS DEED OF .TRUST; AND GRANTOR

AGREES TO ITS TERMS.

HERITAGE CONSTRUCTION GROUP LLC

TRICK M BRUNSTA




DEED OF TRUST
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— .. LIMITED LIABILITY COMPANY ACKNOWLEDGMENT

STATEOF - )

L ey )88
COUNTYOF .~ .~ .~ )
On this e 20 , betore me, the undersigned

day of ,
Notary Public, personally appeared DAVID E SAUNDERS, and PATRICK M BRUNSTAD, of HERITAGE CONSTRUCTION
GROUP LLC, and personally kriown to me or proved to me on the basis of satisfactory evidence to be of the limited liability
company that executed the Daed of Trust and acknowladged the Deed of Trust to be the free and voiuntary act and deed of
the limited liability company, by authority of statute, its arlicles of organization or its operating agreement, for the uses and
purposes therein menfioned, and on ‘calh stated thal they are authorized Yo executs this Dead of Trust and In tact executed
the Deed of Trust on behalf of the Emited liabllity company.

By ol Reslding at

My commission expires

Notary Public in and for mq_:_.sﬂe of MY

REQUEST FOR FULL RECONVEYANCE
To: 7% Trustes

The undersigned is the legal owner and holder of -all':iq&éﬁ'tadness secured by this Deed of Trust. You are heraby requested,
upon payment of all sums owing to you, to reconvey without warranty, to the persons entifled thereto, the right, lile and
interest now held by you under the Deed of Trust.’ L f s

Date: Beneficlary:
e By:
Hs:

LASER PRO Lending, Yer, 5.18.10,08 Copr, Harland Financial Solutlons; Inc. 1987, 2001. Al Righta Aeserved, - WA M:ACFRLPLIGO1FS TR-11513 PR-COMMLRE

i
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COMMERCIAL SECURITY AGREEMENT
) o o {Continued) Page 4

Washington. This Agreemenl has been accepled by Lender In the Slale of Washington.

: AL Cholce of Venue. |f there is a lawsult, Grantor agrees upon Lender's request 1o submit lo the |urisdiction of ihe courts of Skagil Counly, Slata of
' ) T Washingtan.

P i Prelerence Payments. Any monles Lender pays because of an asserted preferance claim In Grantor's bankruptey will becoma a part of the
Indebledness and, et Lender’s oplion, shall be payable by Grantor as prgvided in this Agreement.

No Walver by Lender. Lender shall not be deemed 1o have waived any righls under this Agreemant unless such walver is given In wriling and
signed by Lender. Mo delay or omisslon on the part of Lander In exercising any righl shall oporate as a walver of such right or any cther right. A
walver by Lender of & provision of this Agreamenl shall nol prejudice or conslitute a walver of Lengder's righl otharwise Yo demand sirict
compliance with that provision or any other provision of this Agreamen!. No prior walver by Lender, nor any course of daaling between Lendar
.ind Grantor, shaft constitute a waiver of any of Lander's righls or of any of Granlar’s obligations as 1o any fulure Iransactions. Whanever {he
+' cohsent of Lender Is vequired under this Agreement, the granling of such consent by Lender in any instance shall not constitule conlinuing
_gonsent to subsaquent Instances where such consenl is required and In all cases such consent may be granled or wiihheld in the sola discration
" of Lender.

_Mdtices, Subject 1o applicable law, and excepl for nolice required or allowed by law to ba given in another mannar, any nolice raqguired to ba

* givan_under this Agreement shall ba given in writing, and shall be effectiva when actually delivered, when actually recelved by lelefacsimile (unless

i otherwise raquired by law), when deposlied with a natlonally recognized o Ight courier, or, f malled, when deposited in the United States mail,
+ as firsl class; cerilied or regisierad mall posiage prepaid, direcled to he addresses shown near the beginning of this Agreemeni. Any parly may
changea it address for nolices under this Agreement by ghing tormal written nofice o the olher pariies, specifying that the purpose of the notica is
1o change tha party’s address. For notice purposes, Grantor agreas to keep Lender informed al all times of Grantor's curren! address. Subject to
¢ applicable law, rnd excepl for notice raquired or allowed by law to be given in ancther manner, if there Is move than one Granlor, any notica given
.. by Lender 1o any Granfor is deemed 1o be notice given !o all Grantors,

.. Power of Altoiney.. Granlor hareby appalnis Lender as Granlos's irrevocabla altornay-in—fact tor the purpose of execuling any documenls

e “-nogessary o’ padést, amend, or to conlinue the security interes! granted in this Agreement or to demand terminalion of klings of olher secured

N parties. .Lender ‘may al:any Wine, and withou! furiher authorization from Grantor, tile a carbon, pholographic or oiher repraduciion ol any financing

statemnent o of this ‘Agieament lor use as a financing stalement. Granlor will reimburse Lender for al expenses tor the perfection and the
con‘:lnus.!ion ot Ihe perractlnn of Lendaer's securily intares! in the Collateral.

Wul\mr of Co—Obllgor's Righls. |f more than one person is obligated for the Indebtedness, Granior imavacably waives, disclaims and
relinquishes all claims against such other person which Grantor has or would olherwise have by viriue of paymeni of the Indebledness or any part
thereod, specifically lncluding bt not imited to al rights of indernnity, contribution or exoneration,

Severabilty, it.4 ‘coudl of cumpe‘ten! jurisdiction finds any provision of this Agreement lo ba illagal, invalid, or unenforcenble as to any
circumstance, that finding. shalf not make the olfending provision illegal, invalid, or unenforceable as ta any olher circumstance. It feasible, 1he
oMending pmvlslon shalt bé. considered modiliad so 1hat it becomes legal, valid and entorceable. i 1he olfending provision cannol be so modified,
it shall ba considered delated from this Agreement. Unless otherwise raquired by law, 1he ilagalily, invalldity, or uneniorceabilily of any provision
of this Agreemant shall noliiﬂact_jha tegility, validity ar enlorceability of any other provision of this Agreemant.

Successors and Assigns. Siibject 1o any limitations slated in this Agmemsnl on transfer of Grantor's Inerest, this Agreernent shall be hinding
upon and Inure 1o the benefit ofAhe parties, their successors and assigns. If ownership of the Caollateral becomes vested in a person cthar than
Grantor, Lander, without-tiolice lo Grantor, may deal with Grantor's successors with referance to this A it and the Indabled; by way of
farbearance or extensiun wuthoul relaaslng Granfor from the obligaions of this Agreemant or liability Lmdat {he indebtadnass.

Survival of Represenlatlons dnd Warraniies. ‘All representations, warranties, and agreements made by Granlor in This Agreament shall survive
the execution and delivery of this; Aureamenl -shall ba conlinuing In nature, and shel remain in full force and efect until such time as Grantor’s
Indettadness shall be paid in; lull

Time |9 of the Essance, Tma Is ol' the In ihepm-- of Ihis Agreement.

DEFINITIONS. The lollowing capllallzed waords and hrrns shall have the following meanings when used in this Agreemant. Unless specifically staled
1o {he contrary, all references o dellar amoun&s shail medan amounts in lawful money of ihe Unlted Slales of America. Wards and tarms used In the
singular shall include the plural, and the piural shak include the singuiar, as tha conlext may require. Words and terms not oferwisa defined in this
Agrearnani shall have the meanings al'lributed fo such terms I the Uinlform Commerclal Code:

Accounl. The word “Account” means a trnde account; accouni receivabla, olher recelvable, or olher right fo payment for goods sold or services
renderad owing lo Granlor {or 1o & third parly gran’lDr aooeplable to Lender).

Agreement. Tha word "Agreemant” means (his Cammetclai Secur"y Agreemant, as this Commaercial Security Agreamenl may be amended or
madified from lime to ima, togethar with all axtiibits end schetules attached Yo this Commercial Secwity Agreemant from lime to bime.

Bomrower. Tha word "Borrower™ means HERITAGE CONSTF!UCT!QN GRQUP LLC, and all other persons and entities signing the Note in
whatover capaclly.

Collateral. The word "Coltateral” means all of Graniors rigl-rl ﬁﬂe and In|eresl Inand to all tha Collaleral as described in the Collaleral Description
section of {his Agreemant.

Default. The word Default” means the Delaull sel Iorlh I this Aareemsnl in the section lilled Delault”,

Environmenial Laws. The words "Environmental Laws”.maan any and aff state, fadaral and loce! stalules, reguiations and ordinances relaling to
1he prolection of human health or tha environmant, including ‘without limitation the Comprahensive Environmental Response, Compensalion, and
Liability Act of 1980, as amended, 42 U.S.C. Section 9601, é] séq. ("CERCLA"), tha Superfund Amendmenis and Reautharization Act of 1986, Pub.
L. No. 85498 {"SARA"), the Hazardous Malerials TransporialiorAct, 49 U.5.C. Section 1801, et sag., the Rasource Conservallon and Recovery
Act, 42 U.S.C. Section 6901, et seq., or other applicable stale orfaderal laws, lps, or mgulahars adopled pursuant therelo.

Event of Defaull. The words "Event of Defaull” mean any of the avents of deiauli set farth in this Agreemant in 1he defaull saction of this
Agreament. .

Grantor. The word "Grantor” means HERITAGE CONSTRUCTION GROUP C

Guarsnty. Tha word "Guaranty” means ihe guaranty from guamnlor. andorser. surety oF accommodation parly to Lender, including without
limilatlon a guaranty of all or part of the Nole.

Hazardous Subsiances. Tha words “Hazardous Substances* mean matannls lhat because of thair quanllly, conceniration or physical, chemical

or Infectious characterislics, may causa of pose a presenl or patential hazard-to-human tisaith, or 1he environment whan improperly used, freated,

slored, disposed of, generated, manufaciured, transported or olherwise handied. The wodrds "Hazardous Subslances” are used In their very

broadest sense and include without limitation any and ell hazardous or ioxc substances, materials or wasle a5 defined by or listed under the

ﬁnwr&nm?mlbuﬁ The term "Hazardous Subsiances” also includes, without Ilmiialion pelmlaurn and patrolaum by-products or any fraclion
ereof and asbes!

Indebledness. The word "Indebledness* means tha indebledness evidenced by Aha. Note or Flelaled Documents, including ad principal and
intarest 1ogeiher with all other ndebladness and cosls and expanses for which Grantor ] responslble undar this Agreement or under any of

the Related Documents.
Lender. The word "Lander” means Whidbey Island Bank, ils successors and assigns.

Note. The word "Nole” means tha Note execuled by HERITAGE CONSTRUCTION GROUP LLC in !he pdncipal amount ol $95,000.00 daled
~medlt:ar 29, 200} + togethar with all renewals of, exlensions of, modifications of, teﬁmncings ol consulldaiions “of,;and substitutions for the note
or credit agrasmen

Related Documents. The words "Related D ks mean all promissory nolos, crodit, agreemenfs, loan agresmanls envirgrimenial
agreements, guaranlies, securlly agreements, morgages, deeds of lrusl, sscurily deads, collatoral- -morigages, “and:.all other instrumens,
agreaments and docurnants, whether now or heveafier exisling, executed In connection with the Indebledness. .

GHANTOR HAS READ AND UNDERSTOOD ALL THE PROVISIONS OF THIS COMMERCIAL SECURITY AGREMENT AND AGREES TO IS

IWMMMWMLMILW a

Skagit County Audrtor
12/6/2001 Page 18 of 22




. COMMERCIAL SECURITY AGREEMENT
(Conlinued) Page 2

MISCELLANEQUS PROVISIONS. The following miscellaneous provisions are a part of this Agraemenl'

Paymenl Default. Geanlor falls lo make any payment when due under the Indebledness.

Environmental Defaull. Fallure of any party to comply with or pedorm when dua any term, cbligation, convenan! or conditlon conlalnad in any
environmanial agreavnent execuled in conneclign with any Indebtedness.

Other Defaults. Grantor fails 1o comply with or lo perform any other tarm, obligation, covenant or candilion conlained In this Agreemant or in any
of the Related Documeants or to comply with or to perform any lerm, obligafion, covenant or conditlon corlained In any other agreasment between
Lender and Grantos.

False Slatemenis. Any warranly, represenlation or stalemeni made or furnished to Lender by Granlor or on Grantor's behalt under this
Agreament or the Related Documenits is false or misleading in any materlat respec!, eilher now or at the lime made or furnished or bacomes lalse
or. misleading at any fime thereafter.

,-ﬁé[_ecllve Collateralization. This Agreamant or any of the Relaled Docurtents ceases to be in full force and elfect (including failure of any

collateral decument to creata a valld and perfected securily intarest or llen) al any fime and for any reason.

. insolvency. The dissclution of Granior (regardiess of whsiher efeclion to conlinue is mads), any member wilhdraws from the limited Gablity

company, or any other lermination of Grantor's existerce as a8 going business or the death of any member, the insolvency of Grantor, the

“appointment of a recaiver for any part of Granlor's properly, any assignmant for the benefl of creditors, any lype of craditor workout, or the

cpuﬁn‘ianqei‘ngni of any proceeding under any bankruptey or Insolvency laws by or agalnst Granlor.

g Creditor or Forfelture Proceedings. Commencemen! of foreclosura or forfeflura procesdings, whether by udicial proceeding, self-help,

repossession or any other method, by any credilor of Grantor or by any governmental agency againsi any collateral securing 1he Indebledness.
This Includes.a garmishmend of any of Grantor's accounts, Including daposit accounts, with Lender. Howswver, this Event of Defaull shall not apply

% if thera Is"a goad lalth dispule by Grantor as lo Ihe validity or reasonableness of the claim which Is 1he basls of the creditar or forfeiture procesding
w and IE Grankar gives Lender written natiee of the creditor of torfsiture proceeding and deposits with Lender montes or & surety bond Tor the craditor
i Of lor!el}ure proceeding, In an amount determined by Lender, in its sola discrelion, as being an adequale reserva or bond for the dispule,

“Eveiits Af_lecilng‘iiua'rantnr. Any of the proceding events occurs with raspect to guaranior, endorser, surety, or accommedation parly of any of

ihe Indabledness or ‘guaranior, endorser, surely, or accommedation party dies or becomes incompelen! or revokes or dispules the validity of, or
liabillty under, any Guaranty of the Indebtedness.

Advierse Charnge.: A malarigl adversa changa otcurs in Granlor's financial condiion, or Lender bellevas lhe prespect of payment or performance
ol the lndebiadnass Is Impalied.

insecurlty. Lsnder In good Haith betieves Itsell Insacure.

Cure Provisions. I any: defaift, oiher 1han a default In payment Is curable and If Grantor has not bean given a notice of & breach cf ha same
provision of this Agreamenl within the precading twelve (12) manihs, it may ba cured {(and no eveni of default will have pcourred) if Grantor, after
receiving writtan notice from Landet demanding cwra of such defaull: (1) cures the default within fifteen (15) days; or {2) if the cura requires
more than fiftoan {15) days, Immedialely Iniliates sleps which Lender deems in Lender's sole discration 1o be sufficlent 1o cure the defaull and
Ihereafter conlinves and completes.alf reasonable and necessary sleps sufficlent to produce compliance as soan as reasonably practical.

RIGHTS AND REMEDIES ON DEFAULT. I an Event of Defaull occurs under this Agreement, at any lime thereafter, Lendar shall have ail 1he righls of
a securad party under the Washlngton Unllnrm Commercial Coda. In addilion and wilhoul limitation, Lender may exerclse any one or mora of the
following rights and ramedies: ..

Accelerate Indeblednéss, Lender may daclare the enlire Indebledness, Including any prepaymant penally which Grantar would be required to
pay, immadlately due and payable, withoul notice.of any kind 1o Granlor.

Assembile Collalersal. Landar_\may raquire Granitor 10 deliver to Lender all o any portion of the Collaleral and any and ali cerlificales of tile and
other documents relating 1o the Colateral. Lender may requive Grantor to assembie the Collateral and make It avaitable o Lender at a place 1o be
designeted by Lender. Lender. also shall have iUl power la enter upan the property of Grantor 10 take possesslon of and remave the Collateral, |
Ihe Collateral contalns other gaods-not covered by this Agreement al the lime of repossession, Granlor agress Lender may lake such other goods,
provided thal Lender makes reasonabilé efforts 1o return:them 1o Grantor afler repossession,

Sell the Collateral. Lender shall hava tiill power 10756, lease, transfer, or otherwise deal with tha Collateral or proceeds thereo! in Lander's own
name or that 'of Grantor. Lender may sait-the Collatera! at public auction or privale sale. LUntess the Collateral threalans o decline spesdily in
valua or Is of & type customarily sold on.o recognized markal, Lender wili give Grantor, and other persons as raquired by law, reasonabla nofice of
ihe time and place of any public sate, ordhe lime altar.whikch any. private sale or any other disposilion of the Collateral is fo be made. However, no
nolica need be provided to any person who, after Event of Paigult occwws, entars Inlo and authenticates an agreamant walving thal person's ripht
{o natification of sale. The requirements of réasonable hiolice shall be mal if such nollce is given at least tan (10) days befora the lime of the sale
or disposifion. Al expanses relaling o the'disgosition of the Collateral, including without limiiation the axpenses of relaking, holding, inswring,
preparing for sale and selling the Collataral, shall become a part of the Indebtedness securad by this Agreement and shall be payable on demand,
wilh inlerest at the Note rate from date of expandlture unlil repaid.

Appolint Recelver, Lender shall hava tha right to hewa @ receives" appoln\ed 1o take poszession of all or any part of the Collateral, with tha power
fo pratect and preserva 1he Gollaloral, to operale-the Collaleral praceding or panding foraclosure of sake, and o collec! the Rents from the
Collataral and apply tha proceeds, over and above tha cosl.4f the-recelvership, against the Indebledniess. The receiver may serve without bond it
parmitled by law. Lender's right to Ihe appointment of.a recéiver shall exist whether or not the apparent value of ihe Collatera! exceeds the
Indebtedness by a substantial amount. Employment by Lender shall not disquality a person Irom servlng as a receivar,

Collect Revenues, Apply Accounls. Lender, either liself:or Hirough a receiver, may collecl the paymants. renls, incoma, and revenues fram 1ha
Collataral, Lender may at any time in Lander's discrelion transfer any Collateral Inlo Lender's own name or that of Lender's nominee and receive
tha payments, rents, Income, and revenues herefrom and. hold the sama as secwrly for the Indebtedness or apply it lo paymeni of the
indabledness in such order of preferenca as Lander may delarmine. Insofar as the Cellataral consists of accounls, general inlangibles, insurance
policies, Instrumants, chaltel paper, choses In action, or similar propenty, Lender may demand, collect, receipt for, setile, compromisa, adjust, sue
for, foreclose, of realize on the Collateral as Lender may delermine, whether:or not Ifidebtedness or Collateral is then due. For Ihese purposes,
Lender may, on behalf of and In the nama of Grantor, receive, epen and dispose’of mall addressed lo Granlor; change any address to which mail
and payments ara 1o be sent; and endorse noles, checks, drafts, money orders, documents of tille, insfrumants and items pertaining to payment,
shfcr;:artll I(_Jr s‘tjnrage of any Coltaleral. To facilitate cotlection, Lender may folify aocnunt deblors and obligors on any Collateral to make paymenls
directly to Lender.

Obtaln Deficlency, It Lender chooses fo sell any or all of the Cnﬂaleral Landar may obialn a Judgment against Grantor for any daficiency
ramaining an the Indebtedness dusa o Lender atier applicaion of all amourits receivad from-he exarcise of the righis provided In this Agreament.
Granler shall be fiable for a deficlency even if tha transaction described in this SUbskctions w sele.of ncmum o thaitel paper.

Qther Righis and Remedies. Lender shall have all the rights and remadies of a sectined creditor urider. the provisiens of the Uniform Commercial
Coda, as may be amended from lime to time. ln addition, Lsnder shall have and may Bueicise any or all ather rights and remedies it may have
available at law, In squity, or olherwise,

Electlon of Remedles. Except as may be prohibited by applicable {aw, all of: Lander's rlghk B.nd remedies, whether evidenced by this
Agreemani, 1he Related Documenis, or by any other wriling, shall be cumulative and miay be.exercised singularly or concurrently. Elsclion by
Lender to pursua any remedy shall not exclude pursult of any other ramedy, and an eféclion to maké expenditures or 1o take aclion to perform an
obllgglllon of Grantor under this Agresment, after Grantor's fellure 10 pertorm, shall not aHact Lender's nghi to denlare a default and exercise ifs
ramedies.

Amendmenls. This Agreement, togather with any Related Documents, conslitules the enlire underslandng and agreament of the parlies as 1o the
malters sat forth in this Agreemen!. No alteration of or amendment to this Agreement shali ba aﬂ'achve unless glven In wrlhng and signed by lhe
party or parfies sought to be charged or bound by the alteration or amendment.

Allorneys’ Fees; Expenses. Granlor agrees lo pay upon damand all of Lender’s costs and arpensas. Incrudlng Lander‘s atiorneys’ fees and
Lender's legal expenses, incurred In connection with the enforcament of this Agresement. Lender may hirg or pay someons else lo help enforce
this Agreament, and Grantor shall pay the costs and expenses of such anforcement. Cosls and expenses include:Lender's altornsys' fees and
lagal expanses whalher of not there I8 a lawsuil, Including aftomeys' fees and legal expanses lor bankruplcy proceadings {Including eforts to
modlify or vacate any automatic stay or Injunclion), appeals, and any anticipated post-judgmant collection sawices Grnnior also shall pay all court
costs and such addilional fees as may be diracled by the court.

Capllon Headings. Caplion headings In Ihis Agreement are for convenierice purpos )
e HII!MIW(IIIIIMII!W(Hl Il
Governing Law. This Agreement will be governed by, construed and enforced in 2
: 2060
Skaglt Cou.nty Aqdltor

121'5[2001 Page 190f 22

“3:30PM




06

Relarances in 1he ded area are for Lander's usa only and do nol limit the applicabillly of thls document to any particular loan or item.
Any Ram abowe contalning ™ **" has been omitled due lo text length kmilations.

_'Grantor: HERITAGE CONSTRUCTION GROUP LLC (TIN: Lender: Whidbey Island Bank
. 91-2020579) . Anacories Office
PO BOX 1420 2202 Commercisl Ave,
OCEAN SHORES, WA #8569-1420 P.0. Box 320

Anzcories, WA 98221

; :.THi'S'..QOMMERCIAL SECURITY AGREEMENT dated November 29, 2001, is made and execuled between HERITAGE CONSTRUCTION GROQUP
i . ALC ("Grantor") and Whidbey )aland Bank ("Lender").

GAANT. OF -SECURITY INTEREST. For valuabie consideration, Grantor granis to Lender a securily interest in the Coflaleral 1o sscure lhe

~Indetitedness and agrees hat Lender shall have the righis slalad In this Agreemenl with respect to ihe Coliateral, In addition to alf other righls
* which Lender may have by law.

éou;ATERAL 'DESCHIFTION. The word "Collateral* as used in 1hs Agresment means the following deseribed properly, whether now gwned or
:hersafter acquired, whelher now existing or hereafler arising, and wherever located, in which Grantor is giving 1o Lender a secuity Inlerest for The

‘payment of tha Indsbledness and performance of all othar chlipations under 1ha Nole and this Agreement:

Hy-addition, the word “Collateral” also Includes all the following, whelher now owned or hereatior acquived, whather now exlsting or herealter arlsing,
andwhergvef located: -, )
(A) AR at_x-:éssinné. allachments, accessories, 1ools, parts, supplies, replacemants and addilions to any of the callaleral described herein, whather
added row or later. . %
(B} )\_il praducts and produce of any of the property described in Ihis Collaleral saclion.
(C) Al amounts,-géneral Inﬁihglbl. instruments, rants, monies, payments, and all other rights, arising out of & sals, lsasa, or other dispagition of
any of the property daag_r_x'iba_g__lri-tpls Cotateral section.
(D) Al praceeds (includifig insurance proceeds) from Ihe sale, destruclion, loss, or olher disposilion of any of the properly described In This
Collateral $ectlon, and.sums due from a third party who has damaged or destroyed the Collatoral or from thal parly’s insurer, whether due to
ludgrnent, sstfiemant or oiher process.
(E} Al recards and dafa relaling 1o any:of the property described in 1his Collaleral saction, whethar In the form of a writing, pholograph, microfim,
microfiche, or elactronic media, logather with all of Granlor's right, file, and interest in and te all compuler softwara raquired 1o ublize, creals,
maintain, and process any such.racords or data on elecironlc media.
Despile any other provision of this Agre'e’"rﬁent, Lender is nol granted, and will nol have, a nonpurchasa money security interest in housahold goods, 1o
the extent such a security interest would be frohibited by applicabla law.  In eddilion, H because of the type of any Property, Lender Is requirad Lo give
a nofice of the right 1o cancel under Truth In Lending for the Indsbledness, then Lender will not have a security interest in such Collateral unless and
unlit such a nolice is given, -~ 7 7 E

Soma or all of the Collateral may be_bcatéd on the fgawing described real estate:

Lots 11 through 14, Block 33,/Msip of the City of Anacortes, sccording 1o the plat thereof recorded In Volume 2 of plais, pages 4 lhrouﬁh 7
records of Skagi! County, Wuthngton e

Excepting therefrom .

The South 28 feet of Lots 11-14
The East 10 fest of Lot 14
The Noriti 4 feet of Lots 11-14

Situated in Skagil Counly, Washinglon::

LAl lm@niorj, Chatlel Paper, A ts, Equipment and G | intanglbles, logether wilh the fcllowing property: Al Fixtures

RIGHT OF SETOFF. To the extent parmiied by applicable‘law, Lender reserves 4 rght of setoff In all Granlor's accounts with Lender (whather
checking, savings, or some other account). This include all accounts Grantor holds joinlly with someone else and all accounts Grastor may open In
tha fulure. However, this does not Includa ary IRA or Keogh accounts, or any frust accounts for whish setof would be prohlblied by law. Granter
authorizes Lendar, to the exdent permittad by applicable law, lo:charga-or seloff all sums owing on the Indebladness against any and all such accounts,
and, at Lander's option, lo administratively freeze all such accounts to-allow Lender to protect Lender's charge and seloff rights provided in Lhis
paragraph. 5

GRANTOR'S REPRESENTATIONS AND WARRANTIES WITH RESPECT TO THE COLLATERAL. With respec! 1o the Colialerad, Granlor reprasents
and promises to Lender that: P

Perfection of Security interesl. Grantor agrees to execuls financing statemants and 1o take whatever other actions are requesied by Lender to
perfact and continue Lender's securily inlerest In the Golialeral, Upon request of Lander, Grantor will dellver fo Lender any and ak of the
documenls evidencing or conslituling the Collateral, and Grantor will note Lender’s ipterest upon any and all chalfed paper if not delivered o
l.ander for possassion by Lendar, This Is a conlinuing Securily Ag nt and wlil.contl In eflect even though all or any part of the
Indebledness (s pald In full and even though for a perlod of time Grantor may not beindebted 1o Lender.

Nofices to Lender. Grantor will promplly notify Lender in writing at Lender's address: stiown abova (or such other addresses as Lender may
designata trom tima to lime) prior lo any (1) change in Grantor's name;(2) changs in Granlor's assumed business name(s); (3} change i lhe
managemenl or In tha mambers or managers of the limiled kabiity compaiy Grantor: :(4)7 chanpe in the authorized slgner(sy; (5} change in
Grantor’s principal office address; () change In Grantor's stale of organization; (7) conversion of Grantor ta & new or diffarent hyne of business
entity; or {8) changa In any other aspeci of Grantor that directly or indiractly relales o any agreemants betwsan Grantor and Lendar. No change
in Granior's name or state of organizailon will take effect untll atler Lender has received nélice .

No Violalion. The exacution and delivery of this Agreemant will net violale anylaw-6¢ égrééingnl gaﬁaknlng Granter ar 1o which Granlor is a party,
and lis mambership agreemant does nol prohibit any lerm or condition of this Agreemapl. - TS

Enforceabllity of Coliateral. To lhe exten! the Colialeral cansisis of accounts, challet paper, of geaeral intangibles, as defined by 1ha Unilorm
Commercial Code, the Cokaleral Is enforceable in accordance with its terms, is genuinie, and fully complies with all applicabia laws and requlalions
concerning form, conlent and manner of preparalion and execution, and afi persans appearing to be cbiigaled on the Collaleral have aulhority
and capacily 1o contract and are In tact obiigaled as they appear to be on the Collateral’: Al the timia any Account becomes subject to a security
inferes! In favor of Lender, the Account shall be a goad and valid account rapresenting an undispuled, bong fida indsbtedness incurred by the
accaunt debior, for merchandise held subject to dellvery Instuclions or previously shipped or_delivered pursuant to a canliact of sale, or for
services praviously performed by Grantor wilh or for 1he account deblor. So long as this Agreéiment.ramalns.n aliact, Grantor shall not, without
Lender's prioe written consenl, compromise, setile, adjust, or exend paymen! under or with regard lo-any such Accounts. Thers shall ba ne
seloifs or countarciaims against any of the Collaleral, and no agreemant shali have besn made under which any gaduclions or discounts may be
claimed concerning the Collateral excep! those disclosed lo Lender in writing. : B

Location of the Collateral, Excep! in the ordinary cowrse of Granlors business, Grantor agrees to keep the-Collateral {or Yo the exlent 'he
Colialeral consists of intanglble property such as accounts or general intargfibles, the records concarning tha Collataral) al Grantor's addrass
shown above or al such ofher locations as are acceplable to Lender. Upon Lander's request, Grantor will deliver o Léndesin form salisfaciory to
Lender a schedule of real properlies and Collateral locations relaling to Grantor's aperations, Including-wilhout imitation IHe foliowing: (1) all real
progerly Grantor owns or |s purchasing: (2) all real property Grantor Is renting or leasing; (3) all storage faclities Granlor owns, rents, leases, or
uses; and (4) all ather properfies whare Colialeral Is or may be localed. :

Remcval of the Collaleral. Except in the ordinary course of Grantor's business, including Ihe sales of Invé'nle‘f{t, Graninr_,_sﬁall "not ramove the
Collalerat from Its mdsling location wilhaut Lender’s prior writion consent. To Iha extanl That the Collateral, consisls of vehicles, or oiher ilad

property, Granior shall not lake or parmit any action which would require application for - -~ T
0680

Washington, without Lander's prior written consanl. Grantor shall, whenever raquasted, a I
Transactions Involving Collateral. Excepl for inventory sold or accounts colected in th “mu
200112060079
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COMMERCIAL SECURITY AGREEMENT
- (Continued) Page 2

pravided for in this Agreament, Grantor shall nol sefl, offer 1o sell, or olherwise transfer or dispose of the Codlaleral. While Grantor is ot In defaull
under this Agreement, Grantor may seil Inveniory, but only In the ordinary course of its business and only 1o buyers who quality as a buyer in Ihe
ordinary course of business. A sals in the ordinary course of Grantor's business does not include a fransfer in pariial or \olal salisfaction of a debl
or any bulk sale. Grantor shall not pledge, morigage, encumber or otherwise permit the Collateral to be subjact to any llen, securily Inferest,
encumbrance, or charga, other than the security Inderest providad tor in this Agreament, without the prios written consent of Lender. This includes
secunity intaresis aven if junior in sighl to the security interests granted under this Agreament. Uniess walved by Lender, ali proceeds from any
disposition of ihe Collateral (for whatever reason) shall be held In irust for Lender and shall not be commingled with any olher funds; provided
hawaver, this requirement shall nol constitute consent by Lander lo any sale or olher disposifion. Uipon receipt, Grantor shall Immedialely deliver
any such proceeds to Lander.

Title. Grantor represents and warrants to Lender 1hat Grantor holds good and marketabie tile 1o the Collateral, free and clear of all ligns and
gncumbrances except for the lien of this Agreement. No financing slatement covering any of the Collaleral is on fita In any public office other than

" thase which reflect 1he sacurlty Inferest created by this Agreamen! or te which Lender has specifically consented. Grantor shall defend Lendar's
_tights in the Collateral agalns! the claims and demands of ab olher persons.

: Repairs and Malntenance. Granlor agress 1o keep and malniain, and 10 cause clhers lo keep and maintain, the Coltateral In good order, repair
.and candilion at all times while Ihis Agreement ramains In effecl. Grantor further agrees lo pay when dua all claims far work dona on, or services

* rendarad ‘or material furished In conneclion with the Collaleral so that no lien or encumbrance may ever allach 1o or be filed against the
Collateral,

“ tnspection of Collateral. Lander and Lender’s designaled rmpreseniatives and agents shall have the right at all reasanabile fimes 1o axaming and

inspect the Coltatera) wheraver located.

£ .
5 Taxes, Assessments and Liens. Grantor wil pay when due all laxes, assessmenls and liens upon the Coltaleral, its use or operalion, upon this
. Agregment,‘upon.any promissory note or notes svidencing the Indebtedness, or upon any of the other Related Documenis. Grantor may wilhhald
., any such-paymant o may elect to contest any lien if Grantor is In good falth conducting an appropriale proceeding ta conlest the obligation 10 pay
“..and 80 long 6% Lander's inferes! In 1he Collaleral Is not jecpardized in Lender's sole opinl It the Coll | I3 autyjoctad lo 4 llon which Is nol
discharged: wilhin fiteen (15) days, Granior shall deposit with Lender cash, a sufficient corporale surely bond or olher security satistactory 1o
Lender if an emount;adaguate 1o provide for the discharge of the lian plus any interast, costs, atlorneys’ fees or other charges that cowld accue
as A.fasull‘ol fereclosyré. or sale of the Cofiateral. In any canlest Grantor shall defend itsel and Lendar and shall salisty any final adverse
judgment before anforcement against the Collaleral. Grantor shall name Lender as an addilional obligee under any surety band furnished in the
canlést proceedings. Granter, further agrees fo fumish Lender with evidance that such taxes, ts, and goveri ta! and ather charges
have been paid in full and In & limely manner. Grantor may withheld any such paymant or may elect to conlest any lien if Grantor is In good faith
canducling an appropriaie procaeding ta conlesi tha obligation to pay and sa lang as Lender's Interest In the Collateral is not jeopardized.

Compllance willty Govarnmental. Requiremenis. Grantor shall comply promplly wilh all laws, ordingrices, rules and regulations of al
governmental authodlies, including. without limitalion gl environmendal laws, ordinances, rules and regulations, now ar hereafler in efiec,
applicable to the.dwnership, praduction, disposilion, or use of the Collateral. Grantor may conlest in good fallh any such law, ordinance or
regulation and:wilbhoid complance dyring any proceeding, Including appropriale appeals, so lang as Lender's inferest in the Collaleral, in
Lander's opinicn, is not [sopardized. .~ CT
Hazardous Substonces. Granlor.represents and warrants that the Collateral never has baen, and never wil ba so long as this Agresmeni
ramains a llen on the Collateral, used In viglation of any Environmental Laws or for tha ganeralion, rmanufaciure, siorage, ransportation, treatmant,
disposal, release or Ihrealéned releass of any Hazardous Substance. The repe lalions and lies contained hereln are based on Granlor’s
dus difigance in Investigabing the Colialeral lor FHazardous Substances. Granlor hereby (1) releases and walves any future clalms against Lender
tor indemanlty ar conliibution in the event Grantor b liable for ch p or other costs under any Environmantal Laws, and (2) agrees lo
indemnify and hold harmiess Lender agalns!-any and all clalms and losses resulling from a breach of this provision of this Agreement, This
chiligation to indemnify shall survive the payment of the Indebledness and the safisfaction of this Agreamani.

Malnlenance of Casuvally Insurance, GrantorShall procure and maintain all risks insurance, including without limitation fire, hefl and fiability
coverage together with such other insurance as Lender may require with respect to the Collatgral, in form, amounls, covarages and basis
reasonably acceptable to Landér.and-issved by a.company or companies raasonably acceptable to Lander, Granter, upon requasl of Lendar, will
deliver to Lander from lime lo lime-the pdlicies. o cerlificates of Insurance in form salisfactory fo Lender, including stipulations that coverages wil
not be cancelled or diminished withoit al Ieast ten-{10} days’ prior wrilten nolice to Lendar and not including any disclaimer of the insurer's kability
for falture 1o give such a nolice, Each insurance poiicy also shall include an endorsamen! providing thal coverage in favor of Lender wil not ba
impairad In any way by any acl, omission or difault of Grantor or any other persen, In connection wilh all pelicles covering assats in which Lender
hoids or Is offerad & security interest, Grantor will provida Lender. with such loss payable or other endorsaments as Lander may requira. H Grantor
at any lime fais to oblain or mainlain any Insurarice as. requirgd under this Agreament, Lendar may (bul shall nol be obligated ta) obtain such
Insurance as Lendar deems approprlate, Including it Lender 56 ¢hooses "single Interest insurance,” which will caver only Lendar’s Inferes! in the
Collateral. L s

Application of Insurance Proceeds. Grantor shall-promptly nofify Lénder of any loss or damage to the Collateral. Lender may make proof of
loss #f Grantor fails 1o o so within teen (15) days of the casually” All proceeds of any insurance on tha Coilatera!, including accrued procesds
therean, shall ba held by Lender as part of tne Collaleral. it Larider.consanls 1o repalr or replacament of the damaged or desiroyed Collateral,
Lendar shalf, upon satislaciory proof of sxpenditure;, pay or relmbisse Grantor iram 1he procoeds for tha reasonabla cost of repalr or resloralion.
It Lender does nol consent fo repair or replacement.of ihe Collaleral, Lender shall retain a sutiicien! amount of the proceeds o pay all of the
Indebtedness, and shall pay the balance fo Grantor, Any proceeds which have not been disbursed wilhin six {6) months after their receipt and
which Grantor has nol committed to 1he repair or restoration of the Callateral shall be used to prepay the Indebtedness.

Insurance Reserves, Lender may require Grantor ta maintain, with Lender reserves far payment of insurance premiums, which raserves shall be
created by monthly payments from Grantor of 8 sum esfimated by Lander to be sufficient to produce, af least fiteen {15) days before the premium
due dale, amounts af leas! equal lo the Insurance premiums ib be paid. If fitteen (15) deys before payment is dus, the reserva fudds are
insufficiant, Grantor shall upon demand pay any deficiency lo Lender. The reservd funds shail ba held by Lender as a general deposil and shall
consilute a nor-interast-bearing account which Lender may safisfy by payment of tha Insurance premiums required to be paid by Granlor as they
becoma due. Lander doas not hold tha reserve funds in trust for Grantor,.and Lander i not the agent of Granlor for paymend of the insurance
premiums required to ba paid by Granter. The responsibility for tha payment of- premlums shall remaln Grantor's sole respansibility.

Ingurance Reporls. Grantor, upon request of Lender, shall furnish lo Lender reparls ion each exisling policy of insurance showing such
infarmation as Lender may reasonably request Including the following: (1) {he name of the Insurer; (2) the risks insured; (3) the amounl of the
policy; (4) ihe property insured; (5} the then currenl value on the basis of. which Insursnce has been oblalned and tha manner of determining
that valus; and (8) tha axpiration dale of the policy. In addilion, Granor:shall upon request. by, Lander (however nol more often than annually)
have an indepandart appralser safistactory io Lender dalermine, as applicable, the cash value of replacement cost of the Collateral, E

GRANTOR'S RIGHT TO POSSESSION AND TO COLLECT ACCOUNTS. Unlil default sind .akcept-as ‘otherwise provided below with rezpect to
accounts, Grantor may have possession of the tanglble personal property and baneficlal ise of all the Colialeral and may use Il In any lawful manner
not inconsistent with this Agreement or the Aeiated Documents, provided that Grantor's fight to possession and beneficial use shall not apply 1o any
Colateral where possassion of the Collateral by Lander is reguired by law ks perlect Lendir’s:security inferest in such Collateral. Until otherwise notified
by Lender, Granter may collect any of the Coflaleral consising of sccounts. At any lime and even fhough no Evant of Default exists, Lendef may
exarcisa |ts rights to collect the accounts and 1o nofity eccoun! daeblors lo make paymenls direclly 1o’ Lander for application to the Indebledness. If
Lendear al any lima has possession of any Collateral, whether before or after an Event of Delault; Levider shall be deemad 1o have axercised reasonable
carg in the custody and preservalion of the Colateral If Lender lakes such action for thal pumpose as-Grantdr shal raquasi or as Lender, in Lender's
sofs discrelion, shall deam appropriale undar the circumslances, but faiure 1o honor any request biy Grantor shall-rot of itsall ba deerned to ba a falure
lv exercise reasonable cara. Lender shall not be required lo take any steps necessary to preserve any.rights’in the Gollaleral against prior parties, nor
lo prolect, preserva or malnlaln any securily inlerest ghven to securg the Indebtedness. E

LENDER'S EXPENDITURES. If any action or proceeding Is commencad that weuld matanally alfect Lander's interast-fin tha Collateral o If Granior fails
1o comply with any provision of this Agreement or any Relaled Documents, including bu! not limited 10 Granlor's failure fo dischargs of pay when due
any amounis Grantor Is required fo discherge or pay undar this Agreamart or any Relaled Cocuments, Eandar gn, Granlor's bahalf may {bul shall nat be
obligaled 1o} take any action ihat Lender deems appropriate, including but no! imlied ko discharging. or paying ef laes, -fians, sacurily inlorasts,
encumbrances and other clalms, al any lima levied or placed on the Colateral and paying all costs fdr-insixing, -mainldining and preserving the
Coltateral. Afl such expenditures ingurred or pald by Lender for such purposes will fhen bear Inferest al Ihe rale charged. dndar the Nate from Ihe dats
incumad of peid by Lender 1o the date of repayment by Granior. Al such expenses wil become a part of the Indabledness and, al Leader's optian, will
{4} bo payable an demand; (B) ba added lo the baiance of the Nole and be apperlioned among &nd be payable with any Inslalimén! payments 1o

becomea due during either (1) tha lerm of any applicable Insurance policy; or {2) the remaining tarm of tha Nnls: mr o
paymani which will ba due and payabls at the Nota's malurty. The Agreemant also will sec : ’
nddition to all olher rights and remedies 1o which Lendgr may bs enlitlod upon Dataun.

DEFALLT, Each of the lallowing shalf constifute an Event of Detaull under this Agreement:

b
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