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HAZARDOUS ‘"SU"B"‘STANCES CERTIFICATE AND INDEMNITY AGREEMENT

Reference # (if apphcable) Additional on page
Grantor{s): .
1. CTC, INC.

Grantee(s)
1. PEOPLES BANK

Legal Description: LOT 6 BLK 17 SYNDICATE ADD. Additional on page 2
Assessor's Tax Parcel ID#: 41_2_8-—01 7-007-0006 {P74372)

THIS HAZARDOUS SUBSTANCES AGREEMENT dated August 16, 2004, is made and executed
among CTC, INC.; P O BOX 866; LACONNER WA 98257 (sometimes referred to below as
"Borrower" and sometimes as 'Indemmtor"i and PEOPLES BANK, MOUNT VERNON OFFICE,
1801 RIVERSIDE DRIVE, MOUNT VERN;ON, WA 98273 (referred to below as “Lender").
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For f'&'goed__.&.and valuable consideration and to induce Lender to make a Loan to Borrower, each
p}érty”exécuting this Agreement hereby represents and agrees with Lender as follows:

?ROPERT_&" D'ESC_:_RIPTION. The word "Property” as used in this Agreement means the following Real Property located
in SKAGIT County, State of Washington:

LOT'8, BLOEK 17, "MAP OF SYNDICATE ADDITION TO THE TOWN OF LA CONNER, SKAGIT CO., WASH,” AS
PEH PLAT RECORDED IN VOLUME 2 CF PLATS, PAGE 109, RECORDS OF SKAGIT COUNTY, WASHINGTON

SITUATE IN THE TOWN OF LACONNER, COUNTY OF SKAGIT, STATE OF WASHINGTON

The Reai -Propgrty o lts address is commaoanly known as NJN TALBOTT ROAD, LACONNER, WA 9B257. The Real
Property tax rdentrfrcatron number is 4128-017-007-0008 (P74372)

REPRESENTATIONS Tha fo!lowrng representations are made to Lender, subject to disclosures made and accepted by
Lender in writirig:

Use of Property. Afte‘r d:ue'inquiry and investigation, Indemnitor has no knowlsdge, or reasan to believe, that there
has been any use; ‘genera’tio‘n manufacture, storage, treatment, refinement, transpertation, disposal, release, or
threatened reiease of any Hazardous Substance by any person on, under, or about the Property.

Hazardous Substances. Af‘ter -due inquiry and |nvestrgation Indemnitor has no knowledge, or reason to believe,
that the Coliateral, whenever and whether owned by previous Occupants, has ever contained asbestos, PCB or
other Hazardous Substanoes whether used in construction or stored on the Collateral.

No Neotices. lndemmtor has rece jed. N0 surwmons, citation, directive, letter or other communication, written or
aral, from any agency:or department of; any county or state or the U.S. Government congerning any intentignal or
unintentional action or om]ssron on, under, or about the Property which has resulted in the releasing, spilling,
leaking, pumping, pouring, emlttlng. emptying or dumping of Hazardous Substances into any waters or onto any
lands or where damage may have resuited 10 the lands, waters, fish, shellfish, wildlife, biota, air or other natural
resources. :

AFFIRMATIVE COVENANTS, Sub]ect to drsclosures made and accepted by Lender in writing, Indemnitor covenants
with Lender as foliows:

Use of Property. Indemnitor will hot' uee_-r.an‘d‘ d:qes:not intend to use the Property to generate, manufacture, refine,
transport, treat, store, handle or dispose of any'Hazardous Substances.

Compliance with Environmental Laws. Indemnitor shall cause the Collateral and the operations conducted on it to
comply with any and all Environmental Laws and orders of any governmental authorities having jurisdiction under
any Environmental Laws and shall obtain: keep-in.’effect and comply with all governmental permits and
authorizations required by Environmental”.Laws .with respect to such Collateral or operations. Indemnitor shall
furnish Lender with copies of all such permits and ‘authorizations and any amendments or renswals of them and
shall natify Lender aof any expiration or revocatron of such permits or autherizations.

Preventive, Investigatory and Remedial Action. “Indemnitor shall exercise extreme care in handling Hazardous
Substances if Indemnitor uses or encounters any, Indemnitor, at.Indemnitor's expense, shall undertake any and all
preventive, investigatory or remedial action {inzluding emergenty response, removal, containment and other
remedial action} (a) required by any applicable Environmentat Laws ar orders by any governmental authority having
jurisdiction under Environmental Laws, or (b} necessary to prevent or minimize property damage (including damage
to Occupant's own property), personal injury or damage to-the envrronrnent or the threat of any such damage or
injury, by releases of or exposure to Hazardous Substances in oonnectron with the Property or operations of any
Occupant on the Property. In the event Indemnitor fails to perform any of Indemnitor's obligations under this
section of the Agreement, Lender may (but shall not bé. required to¥ petform such obligations at Indemnitor's
expense. All such costs and expenses incurred by Lender undér this section-and otherwise under this Agreement
shall be reimbursed by Indemnitor to Lender upon demand with interest at the'Loan default rate, or in the absence
of a default rate, at the Loan interest rate. Lender and Indemnitor intend that Lender shall have full recourse to
Indemnitor for any sum at any time due to Lender under this Agreement An:performing any such obligations of
Indernnitor, Lender shall at all times be deemed to be the agent of Indemmtor and shall not by reason of such
performance be deemed to be assuming any responsibility of Indemnitor under-any. Environmental Law or to any
third party. Indemnitor hereby irrevocably appoints Lender as indemnitor’s attorney in-fact with full power to
perform such of Indemnitor's obligations under this section of the Agreement as Lender deems necessary and
appropriate. :

Notices. Indemnitor shall immediately notify Lender upon becoming aware'-___of‘any of th_e; following:

(1) Any spilt, release or dispasal of a Hazardous Substance on any of thé Property, or.dn connection with any
of its operations if such spill, release or disposal must be reported to- any govemmental authority under
applicable Environmenta! Laws.

{2} Any contamination, or imminent threat of contamination, of the Property: 'By Hazardo;js Substances, or
any violation of Enviraonmental Laws in connection with the Property or the operatrons conducted an the
Property.

{3} Any order, notice of violation, fine or penalty or other similar action by any governmenta} authorlty relating
to Hazardous Substances or Environmental Laws and the Property or the operattons conducted on the
Property. .

(4} Any judicial or administrative investigation or proceeding relating to Hazardous Substahces or
Enviranmental Laws and to the Property or the operations conducted on the Property, -

(8] Any matters relating to Hazardous Substances or Environmental Laws that would. glve ‘A reasonably
prudent Lender cause to be concerned that the value of Lender's security interest in the: Property may. be
reduced or threatened or that may impair, or threaten to impair, Indemnitor's ability to perform any of 1ts:.
obligations under this Agreement when such performance is due. L

Access to Records. Indemnitar shall deliver to Lender, at Lender's request, copies of any and aII doouments ine

Indemnitor's possession or to which it has access relating to Hazardous Substances or Environmental kaws and
the Property and the operations conducted on the Property, including without limitation results of “laborator
analyses, site assessments or studies, enviranmental audit reports and other consultants' studies and reports. -

Inspections. Lender reserves the right to inspect and investigate the Property and operations on it at any time and. ~
from time to time, and Indemnitor shall cooperate fully with Lender in such inspection and investigations. If Lender: -
at any time has reason to believe that Indemnitor or any Occupants of the Property are not complying with’ aII__.--"'
applicable Environmental Laws or with the requirements of this Agreement or that a materia! spill, release’ot
disposal of Hazardous Substances has occurred on or under the Property, Lender may require Indemnitor to furnish
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£+ Lender at Indemnitar’s expense an environmental audit or a site assessment with respect to the matters of concern
§ s Lender Such audit or assessment shall be performed by a qualified consultant approved by Lender. Any
. |nspect|ons or tests made by Lender shall be for Lender's purposes only and shall not be construed to create any

g responsmrlltv or liability on the part of Lender to any Indemnitor or to any other person.

INDEMNITOR s WAIVER AND INDEMNIFICATION. Indemnitor hereby indemnifies and holds harmless Lender and
Lend_er's offlcer_s directors, employees and agents, and Lender's successors and assigns and their officers, directors,
employges andagents against any and all claims, demands, losses, liabilities, costs and expenses (including without
limitatior-attorneys’ fees at trial and on any appeal of petition for review) incurred by such person {a) arising out of or
retating “to. any investigatory or remedial action involving the Property, the operations conducted on the Property or any
other operation_s-"of..Indemnitor or any Occupant and required by Environmental Laws or by orders of any governmental
authority having,_jlrisdiction. under any Environmental Laws, or |b) on account of injury to any person whatsoever or
damage to any property arising out of, in connection with, or in any way relating to (i) the breach of any covenant
contained in this Agreement, {ii) the violation of any Environmental Laws, {iii} the use, treatment, storage, generation,
manufacture, transport, felease, spill disposal or other handling of Hazardous Substances on the Property, (iv) the
contamination of any of the Property by Hazardous Substances by any means whatsoever {including without limitation
any presently existing cohtatnination of the Property), or (v} any costs incurred by Lender pursuant to this Agreement.
In addition to this indemmnity,’ Indennitor hereby releases and waives all present and future claims against Lender for
indemnity or contribution in the event Indemnitor bacomes liable for cleanup or other costs under any Environmental
Laws. -

PAYMENT: FULL RECOURSE TO INDEMNITOR Indemnitor intends that Lender shall have full recourse to Indemnitor
for Indempnitor's obhganons tinder this- Agreement as they become due to Lender. Such liabilities, losses, claims,
damages and expenses shall bg rembursab!e to Lender as Lender's obligations to make payments with respect thereto
are incurred, without any requlrement of waiting for the ultimate outcome of any litigation, claim or other proceeding,
and Indemnitor shall pay such l_labrllty, losses, claims, damages and expenses to Lender as so incurred within thirty {30)
days after written notice from Lender, Ledder's notice shall contain a brief itemization of the amounts incurred ta the
date of such notice. In addition. to any remedy available for failure to pay pericdically such amounts, such amounts
shall thereafter bear interest at the 'Lo'én de'fauilt rate, or in the absence of a default rate, at the Loan interest rate.

SURVIVAL. The covenants contalned in. hls Agreament shall survive {A) the repayment of the Indebtedness, (B) any
foreclosure, whether judicial or nonjudrmal .0f“the Property, and (C) any delivery of a deed in lieu of foreclosure to
Lender or any successor of Lender. Thé covenants contained in this Agreement shall be for the benefit of Lender and
any successor to Lender, as holder of any“Secirity interest in the Property or the indebtedness secured thereby, or as
owner of the Property following foreclosure or'thé delivery of a deed in lieu of foreclosure.

MISCELLANEOUS PROVISIONS. The foIfowinug"rni'scelI_ankeou‘s provisions are a part of this Agreement:

Amendments. This Agreement, together:with“any Related Documents, constitutes the entire understanding and
agreemant of the parties as to the matters/set-forth in this Agreement. Mo alteration of or amendment to this
Agreement shall be effective unless given in wntmg and signed by the party or parties sought to be charged or
bound by the alteration or amendment.

Attorneys’ Fees; Expenses. |f Lender mstitutes“ariy suit or action 1o enforce any of the terms of this Agreement,
Lender shall be entitled te recover such sum as the court may adjudge reascnable as attorneys' fees at trial and
upon any appeal. Whether or not any court action isinvolved, sand to the extent not prohibited by law, alf
reasonable expenses Lender incurs that in Lender's apiniph are mecessary at any time for the protection of its
interest or the enforcement of its rights shall become a pdrt of the:Indebtedness payable on demand and shall bear
interest at the Note rate from the date of the expenditure until repaid. Expenses cavered by this paragraph include,
without limitation, however subject to any limits under appllcable law, Lender's attorneys’ fees and Lender's legal
expenses, whether or not there is a lawsuit, including attorneys’ K__fee_s‘__and__expenses for bankruptcy proceedings
{inctuding efforts to maodify or vacate any avtomatic stay or injungtion], appeals, and any anticipated post-judgment
collection services, the cost of searching records, obtaining title reports (including foreclosure reports), surveyors'
reports, and appraisal fees and title insurance, to the extent perm:tted by appllcable law. Indemnitor alsc will pay
any court ¢ostsg, in addition to all other sums provided by law, :

Caption Headings. Caption headings in this Agreement are for convennen_

"pur-pos_es only and are not to be used
to interpret or define the provisions of this Agreement. ) "

Governing Law. This Agreement will be governad by, construed and enforced in accordance with federal law and
the laws of the State of Washington. This Agreement has been accepted by Lender m ‘the State of Washington.

Choice of Venue. If there is a lawsuit, Indemnitor agrees upon Lender's request to subrmt to the jurisdiction of the
courts of SKAGIT County, State of Washingtan. .

Joint and Several Liability, Al obligations ot Indemnitor under this Agreement shall be Jomt and several, and all
references to Indemnitor shall mean each and every Indemnitor. This means that_ e‘f?-Ch Indernmtor signing below is
respansible for all obligations in this Agreement. :

No Waiver by Lender. Lender shall not be deemed to have waived any rights under this Agreement unless such
waiver is given in writing and signed by Lender. No delay or omission on the part of Lender in“exergising any right
shall operate as a waiver of such right or any other right. A waiver by Lender of a provisionof this Agreement
shall not prejudice or constitute a waiver of Lender's rlght otherwise to derand stnct compllance with that
provision or any other provision of this Agreement. No prior waiver by Lender, nor any course of deallng between
Lender and Indemnitor, shall constitute a waiver of any of Lender's rights or of any of Indemnitor's .obligations as
ta any future transactions. Whenever the consent of Lender is required under this Agreement, the grapting of such
consent by Lender in any instance shall not constitute continuing censsnt to subsequent instances whére, such
consent is required and in all cases such consent may be granted or withheld in the sole drscretmn of Lender
Indemnitor hereby waives notice of acceptance of this Agreement by Lender. : L

Notices. Subject to applicable law, and except for notice required or allowed by law to be: gwen in another
mannet, any notice required to be given under this Agreement shall be given in writing, and shall bie effective, when:
actually delivered, when actually received by telefacsimile (unless otherwise required by law), when: deposrted with &
a nationally recognized overnight courier, or, if mailed, when deposited in the United States mail, as first clas P
certified or registered mail postage prepaid, directed to the addresses shown near the beginning of this Agreemen.
Any party may change its address for notices under this Agreement by giving formal written notice to, the:Other”
parties, specifying that the purpose of the notice is to change the party's address. For notice purposes, thdemnitor
agrees to keep Lender informed at all times of Indemnitor’s current address. Subject to applicable law, and except
for notice required or allowed by law to be given in another manner, if there is more than one Indemmtor, any.:-
notice given by Lender to any Indemnitor is deemed to be notice given to all Indemnitors,

Severability. If a court of competent jurisdiction finds any provision of this Agreement to be illegal, invalid, ar
unenforceable as to any circumstance, that finding shall not make the offending provision illegal, invalid, or "
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¢ Unenforceable as to any other circumstance. |f feasible, the offending provision shall be considered modified so
{ ithat At becomes legal, valid and enforceable. |f the offending provision cannot be so modified, it shall be
¢ i“corsidered deleted from this Agreement. Unless otherwise required by iaw, the illegafity, invalidity, or
~unenforceab1hty of any provision of this Agreement shall not affect the legality, validity or enforceability of any

" other. prOVIEIUﬂ of this Agreement.

Successors and Assigns. Subject to any limitations stated in this Agreement on transfer of Indemnitor's interest,
this Agreement shall be binding upon and inure to the benefit of the parties, their successors and assigns. if
cwnership- of the. Collateral becomes vested in 2 person ather than Indemnitor, Lender, without notice to
Inderrinitor, may ‘deal with Indemnitor’s successors with reference to this Agreement and the Indebtedness by way
of forbearance or-extension without releasing Indemnitor from the obligations of this Agreement or fiability under
the Indehtedness

Time is of the Essence Tlme is of the essence in the performance of this Agreement.

Waive Jury. All-parties to this Agreement hereby walve the right to dl.in any action, ding. or
counterclaim brought by any party against any other party. (Initial Here WZM
DEFINITIONS. The followmg capnallzed words and terms shall have the fo!lowm meaning en used in this

Agreement. Unless. specifically stated to the contrary, all refarences to dollar amounts shall mean amounts in lawful
money of the United" States'of America. Words and terms used in the singular shall include the plural, and the plural
shall include the singular, as the tontext may require. Words and terms not otherwise defined in this Agreement shall
have the meanings attrlbuted o such terms in the Uniform Commercial Code:

Agreement. The ward "Agreemen " ‘means this Hazardous Substances Agreement, as this Hazardous Substances
Agreement may be amended or‘modified from time to time, together with all exhibits and schedules attached to
this Hazardous Substances’ Agreement from time to time.

Collateral. The word "Coliateral” means all of Indemnitor's right, title and interest in and to all the Collateral as
described in the Collateral Descrlptlon sectlon of this Agreement,

Envircnmental Laws. The wards f'En\(_u-onmental l.aws" mean any and all state, federal and local statutes,
regulations and ordinances relating to“the protection of human health or the environment, including without
limitation the Comprehensive Environfental Respense, Compensation, and Liability Act of 1980, as amended, 42
U.S.C. Section 9601, et seq. ("CERCLA"J, the-Superfund Amendments and Reauthorization Act of 1986, Pub. L.
No. 99-485 ("SARA™}, the Hazardous Materials Transportation Act, 48 U.S.C. Section 1801, et seq., the Resource
Conservation and Recovery Act, 42 U5 C Section 6901 et seq., or other applicable state or federal laws, rulas,
ot regulations adopted pursuant thereto, L,

Hazardous Substances. The words “Hazﬁrdous Subsi:ances" mean materials that, because of their quantity,
concentration or physical, chemical or infeciious characterlstlcs may cause ¢r pose a present or potential hazard
to human health or the environment when |mproparly used, treated, stored, dlsposed of, generated, manufagtured,
transported or otherwise handled. The words "Hazardous Substances” are used in their very broadest sense and
inglude without limitation any and all hazardousor toxic substances, materials or waste as defined by or listed
under the Environmental Laws. The term "Hazardous Substances" also includes, without limitation, petroleum and
petroleum by-products or any fraction thereof and. asbestos

Indebtedness. The word "Indebtedness” means all pnncma! mterest and other amounts, costs and sxpenses
payable under the Note or Related Documents, together with ailirénewals of, extensions of, modifications of,
consolidations of and substitutions for the Note or Related. Docume_nts and any amounts expended or advanced by
Lender to discharge Indemnitor's obligations or expenses® lncurred‘ hy Lender to enforce Indemnitor's obligations
under this Agreement, together with interest on such amounts as pro\nded |n this Agreement.

Lender. The ward "Lender” means PEOPLES BANK, its successors and asmgns

Occupant. The word "Occupant” means individually and collectrvely all persons or entities occupying or utilizing
the Collateral, whether as owner, tenant, operator or other occupant.

Property. The word "Property” means all of Indemnitor's right, title angd” Interest in and to all the Property as
described in the "Collateral Description” section of this Agreement. St

Real Property. The words "Real Property™ mean the real property, |nterests and nghts as further described in this
Agreement.

Related Documents. The words "Related Documents” mean all promis'sorv notesf, credit agreements, loan
agreaments, environmental agreements, guaranties, security agreements,’ mortgages, deeds of trust, security
deeds, collateral mortgages, and all other instruments, agreements and’ documents whether now or hereafter
existing, executed in connection with the Indebtedness.

EACH PARTY TO THIS AGREEMENT ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS AGREEMENT,
AND EACH AGREES TO ITS TERMS. NO FORMAL ACCEPTANCE BY LENDER IS NECESSARY ‘TO MAKE THIS
AGREEMENT EFFECTIVE. THIS AGREEMENT IS DATED AUGUST 16, 2004.

BORROWER:
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Cn this /j,é«é : day of d’(—i—f""" ? , 20 OS/ , bafore me, the undersigned
Notary Public, personally appearad S.B. - FAlsﬁN. I, CO-PRESIDENT of CTC, INC. and DOUGLAS R. ZANDER,
CO-PRESIDENT of CTC, INC., and personally known to me or proved to me on the basis of satisfactory evidence to be
authorized agents of the corporation that éxeelted the Hazardous Substances Agreement and acknowledged the
Agreement to be the free and voluntary jrm{ and deed of the corporation, by authority of its Bylaws or by resolution of
its board of directors, for the uses ary_dﬁuﬁboses therein mentioned, and on oath stated that they are autharized to
execute 3hjs Agreement and in fact exegifted the Agreement on behalf of the corporation. ,
ﬁf ey,

By / M,béé-:.e« )‘fﬂ#-{at- ?A“(’C"“"L’ Residing at

Notary Public in and for the State of WA g My commission expires é/éf/’?
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