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TENANCY-IN-COMMON AGREEMENT

THIS TENANCY-IN-COMMON AGREEMENT ("Agreement") is made and entered
into effective as of April 14, 2006, by and among J & J PATTERSON, LLC, a Washmgton
limited liability, Co-Tenant (‘PATTERSON"), and A & E THORSETT, LLC,-a Washington
limited liability, Co-Tenant (‘THORSETT"). PATTERSON and THORSETT are collectlvely
referred to herein as “Co-Tenants”, and each individually as a “Co-Tenant”. = . .77+ -
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ARTICLE 1. — FORMATION OF TENANCY-IN-COMMON

_ The Tenancy-in-Common ownership arrangement shall be deemed created on the
date on-which the Co-Tenants acquire title to the Property (as hereafter defined). The
Tenancy in ‘Common is not a separate legal entity, and merely describes the legal
arrangement'by which PATTERSON and THORSETT each own as Co-Tenants undivided
interests-in the. Property described below. Nothing contained herein shall be deemed to
constitute the Co-Tenants as Partners or joint venturers or prohibit multiple Owners of a
single interest from holding title as between themselves in any manner they elect.

ARTICLE 2.— PROPERTY OWNED AS CO-TENANTS

21 Concurrently with the execution of this Agreement the Co-Tenants will
acquire title to and own that certain real property commonly known as Algers Mini Sterage,
1761 Patrick lane, Belllngham Skagit County, Washington, 98229, and legally described
on Schedule 1 attached hereto and incorporated herein by reference ("Property"). The
Co-Tenants shall neither- hold themselves out as a partnership or any other form of
business entity. :

22 The Co-Tenants mtend to operate and manage the Property exclusively as
investment property. S

ARTICLE 3. - CO-TENANTé’ PERCENTAGE INTERESTS,
RELATIVE RIGHTS AND OBLIGATIONS

The names, addresses, and undivide_d':'pe'reeﬁtege interests of the Co-Tenants are
set forth below, as amended or restated from time to time.

J & J PATTERSON, LLC ST 30%
302 Rhodora Heights
Lake Stevens, WA 98258

A & E THORSETT, LLC L 70%
13501 Se 226" Place R
Kent, WA 98042

Such undivided interests are referred to herein as their “Percentage Interests” collectively,
and “Percentage Interest” individually. Except as set forth otherwise in this Agreement,
the Co-Tenants shall share any cash or other distribution, income . tax beneﬂts and
obligations relating to the Property in accordance with their respective Percentage
Interests. L

ARTICLE 4. — MANAGEMENT OF PROPERTY.

41 Management of Administrative Activitics. The Co-Tenants will -jointly
appoint a manager (“Manager”), who will be responsible for administering all daily " -
activities relating to the ownership and operation of the Property. However, major
decisions and actions affecting the Property, as described in Section 4.2 below. will-
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_‘require the unanimous consent of the Co-Tenants. The initial Manager shall be
-"PATTERSON. Except as otherwise expressly provided in Section 4.2 below or in this
" Agreement, the Manager shall have full and complete authority, power and discretion to
manage and.control all activities, and make alf decisions, and perform any and all other
acts ‘or activities customary or incident to the management and operation of the
Property. Without limiting the generality of the foregoing, the Manager shall have power
and authorlty on behalf of the Co-Tenants:

" 4. 1 1 To spend both the capital contributed by the Co-Tenants, proceeds
of any mortgage loans, and revenues from the Property in the furtherance of the
ownership and improvement of the Property;

4.1.2 To acquire, improve, manage, operate, sell, transfer, exchange,
encumber, pledge and-dispose of the Property, or any personal property
acquired or held by the Co-Tenants in connection with the ownership and
improvement of the Property;

413 To borrow money on a secured or unsecured basis from
individuals, banks and-other lending institutions in order to finance or refinance
the costs of ownership, operation and improvement of the Property, to meet other
Co-Tenant obllgatlons to provide working capital, and for any other purposes; to
execute promissory notes, deeds of trust, lease assignments and such other
security instruments as a lender of funds may require to secure repayment of
such borrowing(s); to change, substitute.or amend such borrowing, as, in their
judgment, is in the best interest of the Co- Tenants and to execute any and all
documents that may be required by a bank.or other financial institution or other
source to establish an escrow, trust-agreement, a trust account with a bank,
institution or other sources for the recelpt of funds, sale proceeds and other
payments and disbursements thereof to service such loan(s);

414 To purchase at the expense of the Co-Tenants such liability,
casualty, property and other insurance as the Manager in its reasonable
discretion deems advisable to protect the Co-Tenants' assets against loss or
claims of any nature; provided, however, the Manager shall not be liable to the
other Co-Tenant for failure to purchase any rnsurance If such coverage should
prove inadequate; : -

4.15 To invest the Co-Tenants’ funds temporanly in tlme deposits,
short-term governmental obligations, commercial paper or other short-term
investments, S

4.1.6 To execute instruments and documents, including W|thout I|m|tat|on
checks, drafts, notes and other negotiable instruments, mortgages-or deeds of
trust, security agreements, financing statements, documents prowdmg for the_
acquisition, mortgage or disposition of the Co-Tenants’ property, aSS|gnments
bills of sale, leases, and any other instruments or documents necessary, in the
opinion of the Manager, to the ownership and improvement of the Property

B .
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_ 4.1.7 To employ accountants, legal counsel, independent contractors,
- managing agents or other experts to perform services for the Co-Tenants and to
~.~" compensate them from funds of the Co-Tenants;

7 4.1.8 To enter into any and all other agreements with any other person
. .for any. purpose related to the ownership. or improvement of the Property, all in
“.such form as the Manager may approve,

- 4.1-.9 F.r_om time to time open bank accounts in the name of the
Co-Tenaﬁts,-* and the Manager shall be the sole signatory thereon, unless the
Manager determines otherwise; and

4.1.10 _.TQ.-"'d_Q_ and perform all other acts as may be necessary or
appropriate to t-h__e pwne'rs_hip and improvement of the Property.

Unless authorizé:d.tp,_ do'so by this Agreement or by the Manager, no Co-Tenant
or agent of the Co-Tenants shall have any power or authority to bind the other
Co-Tenant in any way, to pledge its credit or to render it liable for any purpose.

The Manager shall devote so much of its time and attention to administering the
daily activities relating to the ownership.and operation of the Property as in its judgment
is reasonably necessary to manage__pr'op"erly such activities .

42  Major Decisions and Actions. Notwithstanding anything to the contrary in
this Agreement, the Manager shall not make or undertake any of the following decisions
or actions without the unanimous approval of ail Co-Tenants:

4.2.1 Entering into a property management agreement with a third party
to operate and lease the Property. :

4.2.2 Any material decision or aCtidn‘__'.relati-ng- to obtaining any new
mortgage loan secured by the Property, including the selection of a mortgage
lender, the terms of any mortgage application and approved mortgage financing,
‘as well as the Co-Tenants entering into any bindihg agreement regarding any
loan application, loan documents, modification or any other agreements relating
to such mortgage financing; . :

42,3 Any other borrowings by the Co—Tenants in. excess of Ten
Thousand Dollars ($10,000); _

4.2.4 The sale of the Property, including enterlng |nto any brndmg
agreements related to a sale, such as listing agreements, letters of intent and/or
purchase agreements, e

4.2.5 Any expenditure of funds relatlng to the |mprovement Ieasung.
and/or sale of the Property, which are in excess of Ten Thousand Dollars

(10,000, WADIRIRAI
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426 The admission of additional Co-Tenant;

Lo 4.2.7 Any transaction between the Co-Tenants and an affiliate of a Co-
= Tenant or any change, modification or early termination of any such relationship;

o S 4.2.8 Initiating or settling any lawsuit, claim, arbitration or other dispute
- with any. person involving payment or receipt by the Co-Tenants with a value in
excess of Ten Thousand Dollars ($10,000);

429 Causmg the Co-Tenants fo entering into a joint venture,
partnership, limited liability Co-Tenants or other similar type arrangement with
any person; .-

4.2.10'Céq5ingﬁ._.t_he Co-Tenants to enter into any contract related to the
modification, redevelopment or improvement of the Property that involves more
than Ten Thous:ahd Dol’l-a‘rs ($10 000y,

4.2.11The demsnon to dlstnbute any cash or other assets owns by the Co-
Tenants; or . :

4212 Requiring 4_the' ,CO—Tenants to provide additional capital
contributions in accordance with Section 6.2 below in connection with the
ownership and improvement of the Property, as well as the amount and timing of
payment of such additional capital contribution

The Co-Tenants have consented to the|r borrowmg of funds as Co-Tenants from
GENERAL ELECTRIC CAPITAL CORPORATION (‘Lender’) in the original amount of
Two Million Nine Hundred Thousand Dollars- ($2 900,000) (“GE Loan"). Manager is
authorized to execute on behalf of Co-Tenants any and all documents necessary to
borrow funds from Lender in the amount of the GE Loan '

4.3 Compensation. The Manager will be pald no compensatlon for acting as
Manager herein. _ :

4.4 Limitation on Liability; Indemnification.

4.4.1 The Manager shall not be iiable, responsible.or. accountable in
damages or otherwise to the Co-Tenants for any act or omission by any such
Manager performed in good faith pursuant to the authority ‘granted to such
Manager by this Agreement or in accordance with its provisions, and in‘a manner
reasonably believed by such Manager to be within the scope of the’ authonty
granted to such Manager and in the best interest of the Co-Tenants; provrded
that such act or omission did not constitute fraud, intentional misconduct-or gross
negligence. The Co-Tenants shall indemnify and hold harmless the- Manager,
and each member, director, officer, partner, employee or agent thereof, against
any liability, loss, damage, cost or expense incurred by them on behalf of the Co-~
Tenants or in furtherance of the Co-Tenants' interests without relieving any such
Manager of liability for fraud, misconduct, bad faith or nealiaence. No Co-Tenant:f' .

M MO
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o “shall have any personal liability with respect to the satisfaction of any required
S ind_emnification of the above-mentioned Manager.

- - 4.42 Any indemnification required to be made by the Co-Tenants shall

_be made promptly following the fixing of the liability, loss, damage, cost or

. .expense incurred or suffered by a final judgment of any court, settlement,

~.contract-or-otherwise. In addition, the Co-Tenants may advance funds to a
Manager, claiming indemnification under this Section 4.5 for legal expenses and
other costs incurred as a result of a legal action brought against such Manager
only if (a) the legal action relates to the performance of duties or services by such
Manager on behalf of the Co-Tenants, (b) the legal action is initiated by a party
other than a Mémber, and (c) such Manager undertakes to repay the advanced
funds to the Co-Ténants if it is determined that such Manager is not entitled to
indemnification pursuant to the terms of this Agreement.

4.5 Resignation of Manager. The Manager may not voluntarily resign or
withdraw as Manager. [f; for any reason, the Manager becomes unable to perform its
duties as Manager, then THORSETT shall replace PATTERSON as the Manager of the
Co-Tenants. S

4.6 Operation and Manaq-em.ent by Third-Party Management Company. The
Co-Tenants agree to enter into a property management agreement with OCCIDENTAL
CAPITAL HOLDINGS, INC. (“COMPANY”), a copy of which is attached hereto as
Exhibit A. COMPANY is a Nevada corporation wholly owed by James R. Patterson and
Joan H. Patterson. COMPANY shall be the property management company that
operates and manages the Property. COMPANY shall be solely responsible for leasing,
operating, and the day-to-day management of the Property. COMPANY will maintain the
books and render monthly statements of receipts and. expenses. As the cash flow of the
Property allows, monthly distributions will begin the fourth. (4th) month of ownership. A
reserve account will be opened at the date of purchase of the Property in which all funds
of the Tenancy in Common, including any excess” funds- from the closing will be
deposited. In the event rents collected are less than the expenses which COMPANY is
required to make, or deems advisable to make, the Tenancy in Common shall deposit
such funds as will be sufficient to make up any deficiency in accordance with their pro
rata interest in the Tenancy in Common. [f funds are not available to"pay all operating
expenses, the management fee will accrue interest free until such time-as sufficient funds
are available to pay the management fee. COMPANY agrees to subordinate its
management fee to all operating expenses of the Property. The- mortgage payments,
insurance, property taxes, and all operating expenses will have priority m payment over
the management fee. o L

ARTICLE 5.~ RIGHTS AND OBLIGATIONS OF CO-TENANTS

5.1 inspection of Records. Upon reasconable request, each Co- T'e'nan'tf shall -
have the right to inspect and copy at such Co-Tenant's expense, during ordinary business - -
hours, the records required to be maintained by the Co-Tenants pursuant to Article 9 :
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7 . 5.2  No Priority and Return of Capital. No Co-Tenant shall have priority over any
- other Co-Tenant, either as to the return of capital contributions or as to net profits, net
" losses or distributions, provided that this Section 5.2 shall not apply to loans made by a
Co-Tenant to other Co-Tenants.

ARTICLE 6. - CAPITAL CONTRIBUTIONS

6.1 .~Co-Tenants' Initial Capital Contributions. It is anticipated that the total
Initial Capital Contributions from all Co-Tenants will be approximately One Million Four
Hundred Twenty-Five Thousand Dollars ($1,425,000). Once the actual amount has
been determined, the Co-Tenants will promptly make their Initial Capital Contributions
pro rata in accordance with their respective Percentage Interests, which amounts shall
be set forth on Schedule 1 attached hereto.

6.2 Additional Capital Contributions. If the Manager, subject to Section 4.2.9
above, determines that additional capltal is required in connection with the ownership
and improvement of the-Property, then the Manager may require the Co-Tenants to
contribute additional cash- capital .on a prorata basis (based on their respective
Percentage Interests. A Co-Tenant shall contribute any such additional capital within
thirty (30) days after receipt of written notice from the Manager specifying the amount of
such additional cash Capital Contribution.. This Section 6.2 shall not benefit any creditor
of any Co-Tenant or of the Property, and no third party may require that any such
additional Capital Contribution be made. A Co-Tenant shall be deemed in default
hereunder if they fail to pay its initial or-additional Capital Contribution within thirty (30)
days after receipt of written notice from the" Manager requesting such Capital
Contribution. For so long as a Co-Tenant is in default hereunder for failing to contribute
capital when due, then that Co-Tenant shall not be- entitled to vote on any matter
requiring the consent or vote of the Co- Tenants- hereunder including the major
decisions and actions described in Section 4.2 above

6.3  Withdrawal or Reduction of Co-Tenant’s Contrlbutlons to Capital. A Co-
Tenant shall not receive any part of its Capital Contribution until all liabilities of the Co-
Tenants and against the Property, except liabilities to Co-Tenants on account of their
Capital Contributions, have been paid. A Co-Tenant, |rrespect|ve of the nature of its
Capital Contribution, has only the right to demand and recelve cash in return for its
Capital Contribution. L

6.4 Personal Guaranty of Loans for Property. Each Co-Tenant agrees to
execute all documents required by any lender in connection with any loan-against the
Property. Such documents may include loan guaranties and related doctments that
may have the effect of imposing personal liability on the Co-Tenants. Each Co- Tenant
further agrees to provide financial statements, income tax returns and other documents
required by such lender in connection with any such loan. -
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ARTICLE 7. - ALLOCATIONS OF NET PROFITS AND LOSSES

The net profits and/or net loss for any fiscal year of the Tenancy-in-Common shall
be allocated to all Co-Tenants in accordance with their respective Percentage Interests.
Net profits and net losses shall be determined in accordance with generally accepted
accounting principles. It is the intention of the Tenants in Common that they will receive
regular monthly distributions in proportion to their respective percentage interests in the
Property, beginning no later than the first (1st) day of fourth (4th) month of owning the
Property, and such payments will continue for the duration of the Tenancy in Common.

- _AR'_I'--ICLE 8. — CASH DISTRIBUTIONS

8.1 Distributable Cash. As used herein, the term “Distributable Cash” means all
net revenues received from-the ownership, leasing, sale or refinancing of the Property
remaining after payment of the debt service for the indebtedness of against the Property,
all other expenses of owning, maintaining, repairing, financing and selling the Property,
and further reduced by resewes for foreseeab!e future expenses.

8.2  Distributions of-- -D_ls_tnbutable Cash. At least once every year, all
Distriputable Cash avaitable from ownership of the Property shall be distributed to the
Co-Tenants pro rata in proportion to the|r respectlve Percentage Interests as set forth in
Article 3. :

8.3 Distributions of Drstnbutable Cash from Proceeds of Sale or Refinancing of
Property. Distributable Cash available from the proceeds of sale or refinancing of the
Property for purposes of this Agreement shall mean the net cash proceeds resulting from
sale, or refinancing of the Property, after deduction of a_ll_ expenses incurred in connection
with such sale, refinancing and the application of any such proceeds, at the sole discretion
of the Co-Tenants, for the payment of any indebtedness of the Property, the payment of
any other expenses, and the establishment of any-reserves as the Co-Tenants deem
reasonably necessary for future ownership, malntenance and repair expenses of the
Property. After provisions have been made for such reserves, all'Distributable Cash from
the proceeds of sale or refinancing of the Property shall be distributed as follows: (a) first,
to repay to the Co-Tenants pro rata all capital contributions from any Co-Tenant, if not
previously retumed; and (b) second, to the Co-Tenants pro rata in proportlon to their
respective Percentage Interests as set forth in Article 3. v

ARTICLE 9. — ACCOUNTING, BOOKS AND RECORDS

9.1  Accounting Principles. The Co-Tenants’ books and records regardmg the
Property shall be kept, and its income tax returns prepared, under such. perm153|ble
method of accounting, consistently applied, as the Co-Tenants determine’ |s in. the best
interest of all Co-Tenants. : :

9.2 Interest On and Return of Capital Contributions. No Co-Tenaht“'Sh’éll: Be o
entitled to interest on its capital contribution or to return of its capital contribution, except as -

otherwise specifically provided for herein.
%
o IpEEm
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‘93  Accounting Period. The accounting pericd shall be the calendar year.

7794  Records, Audits and Reports. At the expense of the Co-Tenants, the
Co—Tenants shall maintain records and accounts of all operations and expenditures of the
Tenancy-in-Common. At a minimum the Co-Tenants shall keep the following records:
(a) copies of this Agreement and all amendments hereto; (b) minutes of every meeting of
the Co-Tenants and any written consents obtained from Co-Tenants for actions taken by
Co-Tenants-without'a meeting; and (c) copies of the income and expense statements of
the Property for the three (3) most recent years.

ARTICLE 10. — LENDER CONDITIONS

10.1 Manager is, authonzed to be the sole contact and notice party for the Lender
for all notices to the Tenancy in Common. Lender shall have no duty to give notice to any
other Co-Tenant, and Manager shaII have all authority to deal with Lender on behalf of the
Tenancy in Common.

10.2 The Property may not be partitioned. However, in the event a Co-Tenant
becomes a debtor subject to-the Bankruptcy Code, any one or more of the other
Co-Tenants shall have the right to purchase the bankrupt Co-Tenant's interest at fair
market value based on independent. appra'isals The purpose of this provision is to avoid
the bankruptcy court's exercise of' power to force the sale of the Property pursuant to
Sec. 363(h) of the Code.

10.3 Notwithstanding anythlng to the contrary contained herein, this Agreement
and the rights of the Co-Tenants hereunder is, and shall be, subordinate to the rights of
Lender pursuant to any note for the GE Loan. and all other instruments, agreements and
documents related to the Loan evidenced by any note between Lender and the Tenancy
in Common. Lender shall be a third-party beneficiary hereof..

10.4 Each Co-Tenant hereby authorizes Manager to be the only party the Lender
or holder of the Loan need notify or provide written notice or. other communication
pursuant to the Loan documents. Any such notice shall be valid and effective under the
Loan as though given to all Co-Tenants. Manager hereby agrees to provide such notice to
each Co-Tenant, but failure to do so will not aiter the effect of such: notrce under the Loan.

10.5 Each Co-Tenant hereby acknowledges that the Property has been acquired
by the Co-Tenants for long-term investment purposes, and that a premature forced sale or
division of the Property would significantly and adversely affect that investment and the
value of their respective Co-Tenancy Interests in the Property and- the- interests and
requirements of Lender. Notwithstanding any other provision set forth’ herein to_the
contrary, no Co-Tenant may exercise any right of partition with respect to the Property

10.6 In the event that any Co-Tenant becomes a debtor in a bankruptcy )
proceeding, any one or more of the other Co-Tenants shall have the right to purchase the i
Co-Tenant's Interest at fair market value based on an independent appraisal. R
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-~ 710.7 Solong as the Loan is outstanding: (a) each Co Tenant waives any and all
~remedies against other Co Tenants and lien rights it has or may acquire against the
~ Property, including but not limited to any lien arising under the terms of this Agreement
and (b} this Agreement and all the rights of the Co Tenants under this Agreement,
including without limitation, any purchase right or rights of first refusal, are and will remain
subordinate.fo the Loan Documents, and the rights of Lender under the Loan Documents,
including” any ‘modifications, amendments, renewals, and extensions of the Loan
Documents L

10.8 The Co-Tenants each agree that this Agreement shall not be modified or
amended without-the. express written consent of Lender. In the event of any conflict
between the terms of this Article 10 and any other provision in this Agreement, then as
long as the Loan from General Eiectnc Capital Corporation is outstanding, the terms of this
Article 10 shall control.” e

ARTICLE 11. - TRANSFERABILITY PARTITION; LENDER RESTRICTIONS

11.1 General. No- Co Tenant shall have the right to sell, encumber, assign,
pledge, gift or otherwise transfer all.or any portion of their undivided interest in the Property
or any other assets owned by the Co-Tenants (collectively “Transfer”), unless (i) the
transferee enters into this Co—Tenancy Agreement on or prior to such transfer, and
(i) each of the transferees shall meet all requirements of Lender, including srngle
purpose entity criteria, as set forth in the Loan Documents so long as the Loan is
outstanding. Each Co-Tenant hereby acknowledges the reasonableness of the
restricions on any such Transfer in view of the relationship of the Co-Tenants.
Accordingly, the restrictions on Transfer arg- specifically enforceable. Each Co-Tenant
specifically waives the right to seek partition of the’ Property or any other assets owned by
the Co-Tenants. o

11.2 Right of First Refusal. No Tenant "'in- ._Comnion__ may sell or transfer her
Tenancy-in-Common interest to any third party without first giving the other Tenant in
Common the first right of refusal to purchase the selling Co-Tenant’s interest at a price
equal to the amount offered by a bonafide third party. Upon receipt of a bonafide offer to
purchase from a third party, the selling Co-Tenant shali deliver tothe other Co-Tenant a
notice of intent to sell along with a true and correct copy of the bonafide offer to purchase.
The receiving Co-Tenant shall have thirty (30) calendar days from receipt of the notice and
copy of the bonafide offer to purchase to elect to purchase selling Co-Tenant s interest at
the price and on the terms equal to those set forth in the bonafide offer to-purchase. Inthe
event the receiving Co-Tenant delivers notice of intent to purchase within such 30-day
period, the receiving Co-Tenant shall have thirty (30} calendar days from delivery of the
notice of intent to purchase the close the purchase. In the event the receiving Co- Tenant
elects not to purchase, then the selling Co-Tenant may sell its interest free of this right of
first refusal. A third-party purchaser acquiring the selling Co-Tenant's interest. shall take
such interest sub;ect to all the terms and conditions contained in the Tenancy-in- Common S
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ARTICLE 12. — INDEPENDENT ACTIVITIES OF CO-TENANTS

~As a requirement for the assumption of the GE Loan, neither Co-Tenant may
engage in“or possess an interest in other business ventures of every nature and
description, mdependently or with others, including but not limited to the ownership,
financing, management, employment by, lending to or otherwise participating in
businesses ‘which-are similar to or in competition with the ownership of the Property
ventures or to the income or profits there from. Each Co-Tenant shall comply with any and
all single purpose entity and other similar requirements in connection with the GE Loan,
and further agrees to-inciude any such provisions or requirements in their respective
Limited Liability. Company Agreements

ARTICLE 13. —- DEFAULT

13.1 Events of Default : The following events shall be deemed a default and
must be cured by the defaultmg Co—Tenant

13.1.1 A Co Tenant s failure within thirty (30) days after receipt of written

demand from the Co-Tenant to remove any involuntary lien or encumbrance

against the Property to bond -against such lien or encumbrance arising from
action by the defaulting Co-Tenant"'

1312 A Co-Tenants W|Ilfut and perS|stent breach of any other financial
obligations under this Agreement.-

ARTICLE 14. - REM‘Ebi_E”s__

14.1 In addition to all the remedies permitted by law under this Agreement, a
Co-Tenant that is in compliance with the terms and provisions of this Agreement (a
“Non-Defaulting Co-Tenant”) shall have the remedies de’scribed herein against any
Co-Tenant who commits a default (a “Defaulting Co-Tenant ”)

14.1.1 The Non-Defaulting Co-Tenant sha!l have the right, but not the
obligation, to advance money owing by a defaulting Co-Tenant to pay any
expense, lien, mortgage, pledge or judgment created by the defaulting
Co-Tenant. The amount of such advance shall constitute a loan to the Defaulting
Co-Tenant shall bear interest at the rate of the Bank of. Amertca NT & SA (San
Francisco branch) reference rate in effect on the date of the-advancement plus
three percent (3%), or the maximum legal rate, if less; from the date of
advancement until paid in full. s

14.1.2 Any such advance shall due and payable upon demand t)f"‘the
advancing Non-Defaulting Co-Tenant. Unless repaid on demand; any such
advance, together with interest as set forth above, shall, at the option of the Non-
Defaulting Co-Tenant, be deducted and repaid from the Defaulting Co-Tenants o

contribution to the Tenancy in Common's reserve account, if any, WhICh the-

Defaulting Co-Tenant shall immediately restore.
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. 14.1.3 The Non-Defaulting Co-Tenant shall also have a lien upon the

7 ownership interest of the Defaulting Co-Tenant in the Property to the extent of

' ~"such advances, interest or attorneys’ fees incurred by the Non-Defaulting
- Co-Tenant

14 1.4 The lien of each of the advances or assessments shall be

‘=--subord|nate to the lien of any bonafide first or second mortgage or first or second
deed.-of trust now or hereafter placed upon the Defaulting Co-Tenant’s ownership
interest subject to advances or assessments.

14.1. 5 Any advance not repaid or assessment not paid within fifteen (15)
days after the due date shall be deemed to be in defauit and shall bear interest
from the due date at the rate of ten percent (10%) per annum on such
advancement by. the- Non-Defaulting Co-Tenant will constitute a lien on the
Defaulting Co-Tenant's ownershlp interest. An Non-Defaulting Co-Tenant may
bring an action at law agalnst the Defaulting Co-Tenant, who shall be personally
obligated to pay the 'same, or may foreclose the lien against the Defaulting
Co-Tenant’s ownershlp tnterest in the Property.

ARTICLE 15. - PROCEEDS FROM THE SALE ANY
CO-TENANT’S INTEREST IN THE PROPERTY

Any Co-Tenant that sells their mterest as provided for in this Agreement shall be
entitled to all proceeds realized from such sale, less (a) the balance as of the sale date
of any liens or encumbrance against or allocable’ to-the interest of such Co-Tenant as
provided in this Agreement, the amount of such lien or encumbrance shall be paid to the
other Co-Tenant individually; (b} all selling expenses

ARTICLE 16. - DISPUTE RESOLUTION

16.1 Except actions for injunctive relief, to compel ‘arbitration, or for unlawful
detainer, any controversy, dispute, or claim arising out .of, in. connection with, or in
relation to the interpretation, performance, or breach of thls Agreement shall be
resolved, at the request of any Co-Tenant, as follows: .

16.1.1 Before instituting any arbitration relating- to the rtghts and/or duties
of the Co-Tenants under this Agreement, other than the-payment or.collection of
any assessments, the Co-Tenant that desires to initiate” such action (the
“Complainant”) must make a good faith attempt to mediate” such - dispute in
accordance with this Section. The Complainant shall send the other party (the
“Respondent”) written notice of the nature of the dispute, the facts giving rise to
such claim and the Complainant's desire to mediate the matter (the “Medlahon
Notice”). The Mediation Notice shall name a mediator who shall have at least
three (3) years’ experience mediating real estate disputes in King County and no
personal or business relationship with the Complainant. The parties shall share
the cost of initiating and conducting mediation equally. Within seven (7) days of -
Respondent’s receipt of the Mediation Notice, Respondent shall mform

o U
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- “Complainant in writing if Respondent does not agree with the Complainant’s
7. choice of mediator (the “Rejection Notice”). Such Rejection Notice shall include
© .~ the name of the Respondent’s choice of a qualified mediator. Complainant and
" Respondent’s mediators shall then select a third qualified mediator to hear the
-~ dispute;. Within thirty (30) days after the final mediator is chosen, the parties
. :ghall. schedule and attend a mediation session and attempt in good faith to
-resolve. their dispute. If the mediation does not resolve the dispute or if the
Respondent refuses to attend such mediation, the Complainant may commence
arbitration ‘as provided below. The requirements of this provision shall not apply
under C|rcumstahces where the Complainant would be entitled to injunctive or
declaratory rehef

16.1.2 in- the case of any claim or dispute between Co-Tenants that
related to the rights- andlor duties of the Co-Tenants under this Agreement, the
dispute shall be: submitted to, and conclusively determined by binding arbitration
conducted by a retired judge appointed pursuant to the provisions as set forth in
Washington law as pertains to dispute resolution. If the parties cannot agree
upon a member of the dispute panel, one shall be appointed by the Presiding
Judge in King County. "The arbitrator shail award costs and attorneys’ fees to the
prevailing party and shall have the authority to order a sale of the Property in
accordance with Washington law to effectuate any remedy provided in this
Agreement. This provision shall not preclude any Co-Tenant from seeking
injunctive or other provisional or equitable relief to preserve the status quo
pending the parties’ resolution of their dispute, and the filing of an action seeking
injunctive or other provisional relief shall not be construed as a wavier of that
Co-Tenant’s arbitration rights.

NOTICE BY INITIALING IN THE SPACE BELOW YOU ARE AGREEING
TO HAVE ANY DISPUTE ARISING OUT OF THE MATTERS INCLUDED IN
THE “ARBITRATION” PROVISION DECIDED BY NEUTRAL ARBITRATION AS
PROVIDED BY WASHINGTON LAW AND YOU ARE GIVING UP ANY RIGHTS
YOU MIGHT POSSESS TO HAVE THE DISPUTE LITIGATED IN A COURT OR
JURY TRIAL. BY INITIALING IN THE SPACE BELOW, YOU ARE GIVING UP
YOUR JUDICIAL RIGHTS TO DISCOVERY AND APPEAL, UNLESS SUCH
RIGHTS ARE SPECIFICALLY INCLUDED IN THE DISPUTE RESOLUTION
PROVISION. IF YOU REFUSE TO SUBMIT TO-ARBITRATION AFTER
AGREEING TO THIS PROVISION, YOU MAY BE COMPELLED TO
ARBITRATE UNDER THE AUTHORITY OF THE WASHINGTON CODE OF
CiViL PROCEDURE. YOUR AGREEMENT TO THIS . ARBiTRATlON
PROVISION IS VOLUNTARY.

WE HAVE READ AND UNDERSTAND THE FOREGOING::AND' AGREE
TO SUBMIT DISPUTES ARISING OUT OF THE MATTER INCLUDED IN THE
"ARBITRATIQN’ PROVISION TO NEUTRAL ARBITRATION. | -

=

Skagit County Auditor
6/15/2008 Page 13 of 17 1:37PM

[nitials:
//‘

FATMH\Patterson, Jim\TIC Agr.doc 4/14/2006 (rgb) #26156.001




o intials:
© ARTICLE 17. - MISCELLANEOUS PROVISIONS

“17.1 - Notices. Any notice, demand or communication required or permitted under
this Agreement shall be deemed to have been duly given if delivered personally to the
party to-whom directed, or if mailed by registered or certified mail, postage and charges
prepaid, ‘addressed to a Co-Tenant, to the Co-Tenant's address specified in attached
Article 3. ‘Except-as otherwise provided herein, any such notice shall be deemed given
when personally delivered or, if mailed, three (3) business days after the date of mailing.
A Co-Tenant may.change its address for the purposes of notices hereunder by giving
notice to the other partles spemfylng such changed address in the manner specified in this

Section 12.1.

17.2 Governlnq': Léw Thls Agreement shall be construed and enforced in
accordance with the mtemal Iaws of the State of Washington.

17.3 Amendments Th:s Agreement may not be amended except by the
unanimous written agreement of all Co Tenants

17.4 Construction. Whenever the’ _smgular number is used in this Agreement and
when required by the context, the same-shall include the plural and vice versa, and the
masculine gender shall include the feminine and neuter genders and vice versa.

17.5 Headings. The headings"'in this Aére_ement are inserted for convenience
only and shali not affect the interpretations of this Agreement.

17.6 Waivers. The failure of any Co-Tenantto seek redress for violation of or to
insist upon the strict performance of any covenant or condition of this Agreement shall not
prevent a subseguent act which would have onglnally constltuted a violation from having
the effect of an original violation. B

17.7 Rights and Remedies Cumulative. The right's-fand re'r_n'edies provided by this
Agreement are cumulative, and the use of any one right or remedy shall not preclude or
waive the right to use any or all other remedies. Said rights and.remedies are given in
addition to any other rights the parties may have by law, statute, ordmance or otherwise.

17.8 Severability. If any provision of this Agreement or the appllcatlon thereof to
any person or circumstance shall be invalid, illegal or unenforceable to any extent, the
remainder of this Agreement and the application thereof shall not be affected and shali be
enforceable to the fullest extent permitted by law. : e

17.9 Successors and Assigns. Each of the covenants, terms, ero;n3|ons"end
agreements herein contained shall be binding upon and inure to the benefit of the parties
hereto and, to the extent permitted by this Agreement, their reSpectlve legal -

representatives, successors and assigns.
W
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“17.10 Creditors. None of the provisions of this Agreement shall be for the benefit

o of’ or enforceabie by any creditors of any Co-Tenant.

17 11 Counterparts. This Agreement may be executed in counterparts, each of
whlch shall be deemed an original and all of which shall constitute one and the same

rnstrument
written.

CO-TENANTS:

J & J PATTERSON; LLC

a Washington limit ha_ pany
mes R Patterson’ .-'- T

its: anager Member

or Oas ¥, %QMJ

H. Patterson
its: Member

A & E THORSETT, LLC,
a Washington limited liabjlity Co-Tenants

Its: Manager, Member

its: Member

.15.
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Executed by the undersigned Co-Tenants effective as of the date first above
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EXHIBIT "A’

; iﬂlxﬂéE{; A

| Th'ét‘bortion Qf.'Government Lot 4 of Section 7, Township 36 North, Range 4 East of the Willamette Meridian,
described as follows:

Commencing.at the Southwest comer of said Govemment Lot 4;

thence Sotith-89°01'34": East a distance of 1,451.78 feet to the Southeast corner of said Government Lot 4,
being the Southeast cormer of Skagit County Short Plat No. 11-85, approved March 10, 1986, and recorded
March 11, 1986, under Aud:tors File No. 8603110018, records of Skagit County, Washington, and the point of
beginning;

thence North OO°18 56" West along the East ling of said government iot and said short plat a distance of
1,201.82 feet to the Southerly fine of Alger-Lake Samish Road;

thence North 70°55'30" West.along. sald Southerly line a distance of 261.41 feet to the centerline of Patrick Lane
as shown upon said short- plat® e

thence South 03°20'47" East along said centerline a distance of 22.10 fest:

thence South 25°41°33" West' ‘along said-centerline a distance of 215.99 feet;

thence South 03°03'26" West along said cénterline a distance of 123.31 feet;

thence North 89°01'34" Waest a distance of 290.00 feet;

thence South 30°00°00" West a distance of 150.00 feet;

thence South 13°00°00" West a distance of 100,00 feet;

thence South 15°50'30" West a distarice of 104.59 feet to the Easterly line of Interstate Highway No. 5;

thence Southerly along said Easterly line the followmg courses:

Soutn 23°56'55" East a distance of 301.93feet; .- |

thence South 27°24'52" East a distance of 1':4_6.80-f'eet;

thence South 27°56'00" East a distance of 237.89 feet to the South line of said Govemment Lot 4,

thence South 89°01'34" East along said South fine a distance of 467.08 feet to the point of beginning;

{Being Parcel 5 of an unrecorded survey.)

Situated in Skagit County, Washington.

PARCEL B:
An easement for ingress, egress, and utilities, described as foliows: '

That portion of Government Lot 4 of Section 7, Township 36 North, Range 4 East’ of the Willamette Meridian,
described as follows:

Beginning at the intersection of the Southerly line of Alger-Lake Samish Road with the Eastedy line of Interstate
Highway No. 5;

thence Southerly along said Easterly line as shown on Skagit County Short Plat No 11-85 the fol!owmg Courses:
South 19°04"31" West a distance of 95.97 feet;

thence South 12°27'14" West a distance of 308.83 feet;

thence South 05°44'23" East a distance of 150.30 feet;

thence departing from said Eastedy line of interstate Highway No, 5 South 89°01'34" East a dlstance of 489. 51
feet to the Westery line of Patrick Lane as shown on said short plat; :

thence North 03°03'26" East along said Westerly line a distance of 20.01 feet; ' R
thence departing therefrom North 89°01'34" West a distance of 462.38 feet fo a line parallel w:th and 30 feet
Easterly of said Easterdy line of Interstate Highway No. 5; S
thence North 05°44'23" West parallel with said Easterly line a distance of 128.89 feet;

thence North 12°27'14" East paralle! with said Easterly line a distance of 73.47 feet; B
thence South 89°01'34" East a distance of 30.61 feet to a line parallel with and 60 feet Easterly of said Easterly_j 3
ling;

W
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EXHiBiT “A’ continued:

" thence North 12°27'14" East parallel with said Easterly line a distance of 221.00 feet;

thence North-13°04'31" East parallel with said Easterly line a distance of 32.50 feet;

thence North 66°21'56" East a distance of 88.46 feet to said Southerly line of Alger-Lake Samish Road;
thence North 70"55 30" West along said Southerly line a distance of 125.00 feet to the point of beginning.

Situated in Skagn __Qounty, Washington.

PARCEL C:

An easement for ingress, egress “and utilities over that portion of the above described Patrick Lane delineated
on Skagit County Short Plat No. 11-85, approved March 10, 1986, and recorded March 11, 1986, under
Auditor's File No. 8603110018, records of Skagit County, Washington; being a portion of Government Lot 4 of
Section 7, Township 36 North-Range 4 ‘East of the Willamette Meridian, iying North of the Easterly projection of
the South line of the 20-foot Wide portlon of the following parcel:

That portion of Government Lot 4- of Sectlon ? Townshlp 36 North, Range 4 East of the Willamette Meridian,
described as follows:

Beginning at the intersection of the Souﬂwerly hne of AIger—Lake Samish Road with the Easterly line of Interstate
Highway No. 5;

thence Southerly along said Easterly line as shown on Skagit County Short Plat No. 11-85 the following courses:
South 19°04'31" West a distance of 85.97 feet;.

thence South 12°27'14" West a distance of 308.83 feet;

thence South 05°44'23" East a distance of 150.30 feet; .

thence departing from said Easterly line of Interstate Highway No. 5 South 89°01'34" East a distance of 469,51
feet to the Westerly line of Patrick Lane as shown on said short plat;

thence North 03°03'26" East along said Westerly line a distance.of 20.01 feet;

thence departing therefrom North 89°01'34" West a distarice of 462 38 feet o a line parallel with and 30 feet
Easterly of said Easterly line of Interstate Highway No. 5;

thence North 05°44'23" West parallel with said Easterly line a dlstance of 128 89 feet;

thence North 12°27'14" East parallel with said Eastetly line a distance of 73.47 feet,

thence South 89°01'34" East a distance of 30.61 feet to a line parallel wuth and 60 feet Easterly of said Easterly
line;

thence North 12°27'14" East parallel with said Eastery line a distance of 221 .00 feet

thence North 19°04'31" East parallel with said Easterly line a distance of 32. 50 feet; _

thence North 66°21'56" East a distance of 88.46 feet to said Southerly line of Alger-Lake Samish Road;

thence North 70°55'30" West along said Southerly line a distance of 125.00 feet todhe point of beginning.

Situated in Skagit County, Washington.

- END OF EXHIBIT “A” -
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