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THIS HAZARDOUS SUBSTANCES AGHEEMENT dated December 21, 2007, is made and
executed among SKAGIT HILL RECYCLING INC, whose address is PO BOX 818, SEDRO
WOOLLEY , WA 98284-0818 (sometimes refarred to below as "Borrower” and sometimes as
"Indemnitor”); and Sumimit Bank, Burllngton 723 Haggen Drive, PO Box 805, Burlington, WA
98233 (referred to below as "Lender"). '
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For gb_od’ and valuable consideration and to induce Lender to make a loan to Borrower, each
Jparty c)__(ecut_ing this Agreement hereby represents and agrees with Lender as follows:

"':BROPERT_Y--DE_SCRIPTION. The word "Property" as used in this Agreement means the following Real Property located
in SK-AG:IT County, State of Washington:

‘See SCHEDULE "A-1", which is attached to this Agreement and made a part of this Agreement as if fully set forth
herem

The Reai Property af lts address is commonly known as 7705 SR 9, SEDRO WOOLLEY, WA 8B284. The Real
Property-tax |dent|f|catmn number is 350507-0-035-0105.

REPRESENTATIONS The followmg representations are made to Lender, subject to disclosures made and accepted by
Lender in writing: :

Use of Property.’ After due inquiry and investigation, Indernnitor has no knowledge, or reason to believe, that
there has been any use, generation, manufacture, storage, treatment, refinement, transportation, disposal, release,
or threatened rejease- qf any Hazardous Substances by any person on, under, or abaut the Property.

Hazardous Sui:gtéﬁcés; Aft'er”_,due Inquiry and investigation, indemnitor has no knowledge, or reason to believe,
that the Property, whenever and. whether owned by previous Occupants, has ever contained asbestos, PCBs, lead
paints or other Hazardous. Substances whether used in construction or stored on the Property.

No Notices. Indemnitgr has recewed no summons, citation, directive, letter or gther communication, written or
oral, from any agency or department of any county or state or the U.S. Government concermng any intentional or
unintantional action or omissioh on, under, or about the Property which has resulted in the releasing, spilling,
ieaking, pumping, pouring, emitting, émptying or dumping of Hazardous Substances into any waters, ambient air or
onto any lands or where damage rnay hava resulted to the lands, waters, fish, shellfish, wildlife, biota, air or other
natural resources. .

AFFIRMATIVE COVENANTS. Sub;ect 10 drsclosures made and accepted by Lender in writing, Indemnitor covenants
with Lender as follows:

Usa of Property. Indemnitor W|II not use and does not intend to use the Property to generate, manufacture, refine,
transport, treat, store, handle or dlquse of any Hazardous Substances, PCBs, lead paint or asbestos.

Compliance with Environmeantal Laws.~ Jndemnitor shall cause the Property 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 Property or operations. Indemnitor shall
furnish Lender with copies of all such perrmts and aitharizations and any amendments or renewals of tham and
shall notify Lender of any expiration or revocation of such permits or authorizations.

Preventive, Investigatory and Remadial Action.  Indemnitor shall exercise extreme care in handling Hazardous
Substances if indemnitor uses or encounters dny. Indemnitar, at Indemnitor's expense, shall undertake any and all
preventive, investigatory or remedial action (including emergency response, fremoval, containment and other
remedial action) {a} required by any applicable Enivironmental-Laws or orders by any governmental authority having
jurisdiction under Environmental Laws, or {b) necessary to-preveént.or minimize property damage lincluding damage
to Occupant's own property}, personal injury or damage fo the enviranment, or the threat of any such damage or
injury, by releases of or exposure to Hazardous Substances in connection with the Property or operations of any
Occupant on the Property. In the event Indemnitor fails to perform d@ny of Indermnitor's obligations under this
section of the Agreement, Lender may (but shall not be required tof perform such obligations at Indemnitar's
expense. All such costs and expenses incurred by Lender-under-this‘section and otherwise under this Agreement
shall be reimbursed by Indemnitor to Lender upon demand with interestat.the Note default rate, or in the absence
of a default rate, at the Note 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 Agreément. In performmg any such obligations of
Indemnitor, Lender shall at all times be deemed to be the agent of Indemnitoriand shall not by reason of such
perfarmance be deamed 1o be assuming any responsibility of Indemnitor.tinder any Environmental Law or to any
third party. Indemnitor hereby irrevocably appoints Lender as Indemnitor’s ‘attorfiey-in-fact with full power to
perform such of indemnitor's obligations under this section of the Agreement as Lender deams necessary and
appropriate. E T

Notices. indemnitor shall immediately notify Lender upon becoming aware of any of the tollowing:

{1} Any spill, release or disposal of a Hazardous Substance on any of the Propertyl ot in connection with any
of its operations if such spill, release or disposal must be reported to’ any governmental authority under
applicable Environmental Laws.

(2) Any contamination, or imminent threat of contamination, of the Property bv Hazardous Substances, or
any violation of Environmental Laws in connection with the Property or the aperatlons conducted on the
Property. g A

{3} Any order, notice of violation, fine or penalty or other similar action by anv governmental authorlty relating
to Hazardous Substances or Environmental Laws and the Property or the operatnons cond cted on the
Property. .

{4} Any judicial or administrative investigation or praceeding relating to Hazardous Substances or
Environmental Laws and to the Property or the operations conducted on the Property. -

{$) Any matters relating to Hazardous Substances or Environmental Laws that would gwe a reasonab]y
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 |ts
obligations under this Agreement when such performance is due. -

Access to Records. Indemnitor shall deliver to Lender, at Lender's request, copies of any and &ll documents in
indemnitor's passegsion or ta which it has access relating to Hazardous Substances or Environmental Laws and
the Property and the operations conducted on the Property, including without limitation results of laboratory .~
analyses, site assessments or studies, environmental audit reports and other consuitants’ studies and reports

Inspections. Lendar reserves the right to inspect and investigate the Property and operations on it at any _t;rne 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 all © =
applicable Environmental Laws or with the requirements of this Agreement or that 8 material spill, release or ¢
disposal of Hazardous Substances has occurred on or under the Property, Lender may requirs Indemnitor to furpish
Lender at Indemnitor's expense an environmental audit or a site assessment with respect to the matters of concern
to Lender, Such audit or assessment shall be performed by a qualified consultant approved by Lender. Any
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" -' InSpectlonS or tests made by Lender shall be for Lender's purposes only and shall not be construed to creste any
“responsibility or liability on the part of Lender to any Indemnitor or to any other person.

.":iNDEMhHTOH §-WAIVER AND INDEMNIFICATION. Indemnitor hereby agrees to and shall indemnify, defend, and hold
‘harmless. Lender ‘and Lender's officers, directors, employees and agents, and Lender's successors and assigns and their

officers; directors,; employees and agents from and against any and all claims, demands, lasses, liabilities, costs, fines,
penaities and expenses (including without limitation attorneys’ fees at trial and on any appeal or petition for review,
consultants’ fees, remedial action costs, natural resource damages and diminution in value} incurred by such person {a)
arising out of or relatmg to any investigatary or remedial action involving the Property, the operations ¢conducted on the
Property, or any other operations of Indemnitor or any Occupant and required by Environmental Laws or by orders of
any governmental authorlty having jurisdiction under any Environmental Laws, including without limitation any natural
resource damages, or {b}. arising out of or related to any noncompliance with or violation of Environmental Laws or any
applicable permits ‘or approvals or lc} on account of injury to Lender or any person whatsoever or damage to any
property arising out of; in conmection with, or in any way relating to (i) the breach of any covenant, representation or
warranty contained in this Agreement, (i) the violation of any Environmental Laws, permits, authorizations or approvais,
{iii) the use, treatment, $torage, generation, manufacture, transport, release, spill, disposal or other handling of
Hazardous Substances on the Propertv, or liv} the contamination of any of the Property by, or the presence, release or
threatened release“of, Hazardous:Substances by any means whatsoever {explicitly including without limitation any
presently existing contamination of the Property, whether or not previously disclosed to Lender), or {d) pursuant to this
Agreement. Indemnitor's obligations under this section shall survive the termination of this Agreement and as set forth
below in the Survival section:” In-addition to this indemnity, Indemnitor hereby releases and waives all present and
future claims against Lender fof indi rnn‘tty or contribution in the event Indemnitor becomes liable for cleanup or other
costs under any Enwronmental Laws.”

PAYMENT: FULL RECOURSE TO. INDEMNITOH Indemnitor intends that Lender shall have full recourse to Indemnitor
for Indemnitor's obligations under this Agreement as they become due to Lender. Such liabilities, losses, claims,
damages and expenses shall be relmbursable to:Lender as Lender's obligations to make payments with respect thereto
are incurred, without any requiremérit-of waiting'for the ultimate outcome of any litigation, claim or other proceeding,
and Indemnitor shall pay such liability; logses, claims, damages and expenses to Lender as so incurred within thirty (30}
days after written notice from Lender. _Lender's notice shall contain a brief itemization of the amounts incurred to the
date of such notice. In addition 1o any remedy available for failure to pay peripdically such amounts, such amounts
shall thereafter bear interest at the Nete defa-ul‘f rate, or in the absence of a default rate, at the Note interest rate,

SURVIVAL. The covenants contained in. this Agreement shall survive (A} the repayment of the Indebtedness, (B} any
joreciosure, whether judicial or nonjudicial, of thé Property, and {C) any deiivery of a deed in lieu of foreclosure to
Lender or any successor of Lender. The covenants contalned in this Agreement shali be for the benefit of Lender and
any successor to Lender, as holder of any security interest-in the Property or the indebtedness secured thereby, or as
owner of the Property following foreclosure ok the delwery of a deed in lieu of foreciosure.

MISCELLANEOUS PROVISIONS. The followrng r_rus__ gllaneous provisions are a part of this Agreement:

Amendments. This Agreement, together with any Related Documents, constitutes the entire understanding and
agreement of the parties as to the matters set'forth in this Agreement. No alteration of or amendment to this
Agreement shall be effective unless given in writing and s:gned by the party or parties sought to be charged or
bound by the alteration or amendment,

Expenses. If Lender institutes any suit or action to enfo;ce any of the terms of this Agreement, Lender shall be
entitled to recover such sum as the court may adjudge reasonable; Whether or not any court action is involved,
and to the extent not prohibited by faw, all reasonable’expenses Lender incurs that in Lender's opinion are
necessary at any fime for the protection of its interest or, the gnforcement 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 until
repaid. Expenses covered by this paragraph include, without limitation;-however subject to any limits under
applicable law, Lender's expenses for bankruptcy proceedings (including effotts to modify or vacate any automatic
stay or injunction}, 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 permitted by applicable law. Indemnitor also will pay‘ary court cd’sts, in addition to all other sums
provided by law. LT A ey

Caption Headings. Caption headings in this Agreement are for convemence purposes only and are not to be used
to interpret or define the provisions of this Agreement. ;

Governing Law. This Agreement will be governed by fedoral law applicablé' to Lender and, to the extent not
preaempted by federal law, the laws of the State of Washington without regard to its conﬂrcts of law provisions.
This Agreement has been accapted by Lander in the State of Washington.”. :

Joint and Several Liability. All obligations of Indemnitor under this Agreement shati be ]omt and several, and all
references to Indemnitor shall mean each and every Indemnitor. This means that each Indemmt_pr 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 ig given in writing and signed by Lender. No delay or omission on the part of Lender in- exercesmg any right
shall operate as & waiver of such right or any other right. A waiver by Lender of a provisiop‘oi this'Agreement
shall not prejudice or constitute a walver of Lender’s right otherwise to demand strict comipllange with that
provision or any other provision of this Agreement. No prior waiver by Lender, nor any course of dealing.between
Lender and Indemnitor, shall canstitute a waiver of any of Lender's rights ar of any of Indemhnitor's obligations as
ta any future transactions. Whenever the consent of Lender is required under this Agreemént, the granting of such
consent by Lender in any instance shall not constitute continuing consent 1o subsequent instances where.guch
consent is required and in all cases such consent may be granted or withheld in the sole dlscret' '"of !_,-enc[er.
indemnitor hereby waives notice ot acceptance of this Agreement by Lender.

Notices. Subject to applicable law, and except for notice required or allowed by law to be given in another

manner, any notice required to be given under this Agreement shall be given in writing, and shail be effectwe when:
actually delivered, when actually received by telefacsimile lunless otherwise required by law), wheri-déposiied wnth
a naticnally recognized overnight courier, or, if mailed, when depgsited in the United States mail, as first class,”
certified or registered mail postage prepaid, directed to the addresses shown near the beginning of this Agreement ;
Any party may change its address for notices under this Agreement by giving formal written notice 1o the'ot_her L

parties, specifying that the purpose of the notice is to change the party's address. For notice purposes, Indemnitor .+ ’

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 Indemnitor, anv -
natice given by Lender to any Indemnitor is deemed to be notice given to all Indemnitors. i

Severability. If a court of competent jurisdiction finds any provision of this Agreement to be illegal, invalid, or “
unenforceable as to any circumstance, that finding shall not make the otffending provision illegal, invalid, or
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7 Juneriforceable as to any other circumstance. If feasible, the offending provision shall be considered modified so

L+ that it becomes legal, valid and enforceable. If the offending provision cannot be so moadified, it shall be

~‘consideréd. delated from this Agreement. Unlsss otherwise required by law, the illegality, invalidity, or
unenforceabtllty of any provision of this Agreement shall not affect the legality, validity or enforceability of any
--other prowsmn of this Agreement.

'S_uccessors 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 banefit of the parties, their successors and assigns, If
OWnershlp of the ‘Property becomes vested in a person other than Indemnitor, Lender, without notice to Indemnitor,
may.deal with Indemnitor's successors with reference to this Agreement and the Indebtedness by way of
forbearance or’ extensuon without releasing Indemnitor from the obligations of this Agreement or liability under the
Indebtedness, Lo

Tima is of the E_s_ﬁ'senéq;- Time is of the essence in the performance of this Agreement,

DEFINITIONS. The following:capitatized words and terms shall have the following meanings when used in this
Agreement. Unless spectfically stated to the contrary, all references to dollar amaounts 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 context may require. Words and terms not otherwise defined in this Agreement shall
have the meanings attributed to such terms in the Uniform Commercial Code:

Agresment, The word Agreement" means this Hazardous Substances Agreement, as this Hazardous Substances
Agreement may be armended or modified from time to time, together with all exhibits and schedules attached to
this Hazardous Substa‘ncesg Agreemgnt_from time to time.

Environmental Laws. The words "Environmiental Laws" mean any and all state, federal and local statutas,
regulations and ordinances relating to the protection of human health or the environment, including without
limitation the Comprehensive Environmental Response, Compensation, and Liability Act of 1980, as amended, 42
U.8.C. Section 2601, et seq."t"CERCLA"), the Superfund Amendments and Reauthorization Act of 1986, Pub. L.
No. 99-499 ("SARA™}, the Hazardoys’Materials Transportation Act, 49 U.5.C, Section 1801, et seq., the Resource
Conservation and Recovery Act, 42 U.5,C. Section 6901, et seq., or other applicable state or federal laws, rules,
or regufations adopted pursuant. thereto

Hazardous Substances. The words "Hazardou$ Substances” mean materials that, because of their quantity,
concentration or physical, chemicat or.infectidus’ characteristics, may cause or pose a present or potentiai hazard
to human health or the environment when‘improperly used, treated, stored, disposed of, generated, manufactured,
transported or otherwise handled. The words "Hazardgus Substances” are used in their very broadest sense and
include without limitation any and all hazardeus or-toxit 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” rna._arts all principal, interest, and other amounts, costs and expenses
payable under the Note or Related Documents, together with all renewals of, extensions of, modifications of,
consolidations of and substitutions for the Noté:or. Related Documents and any amounts expended or advanced by
Lender to discharge Indemnitor's obligations or €xpenses incurred-by Lender to enforce indemnitor's obligations
under this Agreement, together with interest on such amqunts 4% provided in this Agresment.

Lender. The word "Lender" means Summit Bank, its suf:'ces‘sors énﬂ assigns.

Note. The word "Note" means the Note executed by SKAGIT HILL RECYCLING ING in the principal amount of
$50,000.00 dated December 21, 2007, together with all fenewals of, extensians of, modifications of, refinancings
of, consolidations of, and substitutions for the note or cred_q_t agreenjlent

Occupant. The word "Occupant” means individually and cdl!ectiv#.-ly all pers'ens or entities occupying or utilizing
the Property, whether as owner, tenant, operator or other occupant

Property. The word "Property” means &ll of Indemnitor’s right, title and mterest in and to all the Property as
described in the "Property Description" section of this Agreement.: :

Raal Property. The words "Real Property" mean the real property, anteresis and rlghts, as further described in this
Agreement. X

Ralated Dacuments. The words "Related Documents™ mean al promnssory notes credtt agregments, Joan
agreements, environmental agreements, guaranties, security agreements, mortgages, deeds of trust, security
deeds, collateral mortgages, and all other instruments, agreements and dﬁcuments whether now or hereafter
existing, executed in connection with the indebtedness.

EACH PARTY TO THIS AGREEMENT ACKNOWLEDGES HAVING READ ALL THE PROVISIQNS 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 DECEMBER 21, 2007. ;

BORROWER:

LENDER:

SUMMIT BANK

X G
Authorized Signe
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CORPORATE ACKNOWLEDGMENT
STATE oF l,dﬂ- . )

) 88

coumv OF SM’(T { )
On this | Q/ %{— day of D&(/ 2007'—

Notary Public, personally appeared SCOTT A WALDAL, President of SKAGIT HILL RECYCLIN 2
known to me or proved to me-on the basis of satisfactory evidence to be an authorized agent of the BT oratlon that
executed the Hazardous. Subs‘tances Agreement and acknowledged the Agreement to be the free and voluntary act and
deed of the corporatign, by authority of its Bylaws or by resclution of its board of directors, for the uses and purposes
therein mentloned and :on oath’stated that he or she is authorized to execute this Agreement and in fact executed the

Residing at WﬂL’ W

My commission expires

COQUNTY OF

On this 9 [ S"’ day ot

Notary Public, personally appeared : and personally known to
me or proved to me on the basis of satlsfactor eviderice to be the , authorized
agent for the Lender that executed the within and foregoing instrument and acknowledged said instrument to be the
free and voluntary act and deed of the said Lender, duly authorized by the Lender through its board of directors or
otherwnse, for the uses and purposes therein mentioned, and on oath stated that he or she Is authorized to execute this

galaffixed -. the corparate seal of sard Lender
‘ ’ i o " Residing at __" [M
My commission axpires Z fg EE l

LASER #RO Lending, Var. 5.36.00,004 Capr, Harland Financial Saluticne, Ine. 1997, 2007, Afl Aights Rasetved. - \?VA _K.\CFI\LPI-\GITOVFC TR-1093 FR-4
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‘Seheditle “A-17 128255-SWS
DESCRIPTION:

PARCEL AT

The South ‘/g of Govemment Lot 3, Section 7, Township 35 North, Range 5 East, WM., lying Easterty of SR
9 (formerly Secondary State Highway No. 1-A), EXCEPT that portion thereof lying Northerly and Easterly
* of the midline of an ex:stmg creek AND ALSO EXCEPT therefrom the South 214 feet of said Government
Lot 3.

Situzte in the Couty of Skagit;_ Staté_ of Washington.

DARCEL "B 2T

That portion of the South 22 acres-of. the Northeast ¥ of the Southwest ¥ of Section 7, Townsh1p 35 North,
Range 5 East, WM., lying Westerly’ of the midline of an existing creek which runs generally in a
Southeasterly dlrectlon, EXCEPT the South 214 feet thereof.

Situate in the County of Skagit, State of Washm_gton
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