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ORIGINATING OFFICE:  Seatile

Grantor(s): SKAGIT HIGHLANDS, LLC -

OJ Additional on page ____ R _
Grantee(s): Trustee: LAND TITLE COMPANY-OF SKAGIT COUNTY

Beneficiary: MW HOUSING PARTNERS Il L.P.

[I Additional on page L c
Legal Description (abbreviated): LOTS 1-3 AND 5-10, SKAGIT HIGHLANDS

Complete legal on EXHIBIT A Y
Assessor's Tax Parcel 3404143009021, 34041530130404, 34041540040015, 34041540040122,

o . 34041540050008, 3404210016007, 3404210020006, 3404220040012,
Identification No(s): 3404232010028, 44940001540008; 340422-1-002-0100; 340415-4-005-0200

340414-3-009-0300; 340415-4.005-0100; 340423 24010 0200; 340422-1-001-0100
Reference Nos. of Documents Released or . ;
Assigned: N/A

This Deed of Trust, Assignment of Rents, Security Agreement, and Fii(tufé ang"(tne “Deed of
Trust”) is made as of October 19, 2005, by SKAGIT HIGHLANDS, LLC, a Washlngton l|mited liability
company, as Trustor/Grantor {“Borrower” herein), whose address is:

Skagit Highlands, LLC

7981 168 Ave NE, #118

Redmond, WA 98052

Tel: 425-702-8422

Fax: 425-497-9157

Borrower's Organizational ID No.: 602 347 278
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in fé\)d_f_..of:_LAND TITLE COMPANY OF SKAGIT COUNTY , as trustee (“Trustee”), whose address is 111
East'George Hopper Road, Burlington, WA 98233, for the benefit of MW HOUSING PARTNERS Il L.P., a
California limited partnership, as Beneficiary (“Lender” herein), whose address is:

MW Ho’ﬁsing Partners IIl, L.P.
1301-Fifth Ave,,-Suite 3100
Seattle, WA 98101

Any capitalized terms used but not defined herein shali have the meanings ascribed to them in the Loan
Agreement being executed__ betw_ee_n Borrower and Lender concurrently herewith {the “Loan Agreement”).

e —_ ARTICLE 1
GRANT IN TRUST AND SECURED OBLIGATIONS

1.1 Grant in Trust. Fo.r.goo_d and-- valuable consideration, the receipt and sufficiency of which is
hereby acknowledged, and for the purpose of securing payment and performance of the Secured
Obligations defined and described in Section 1.2 for the benefit of Lender, Borrower hereby irrevocably and
unconditionally grants, transfers, conveys and assigns to Trustee, in trust, with power of sale and right of
entry and possession, and grants a security interest in, all estate, right, title and interest that Borrower now
has or may later acquire in and to the following property (all or any part of such property, or any interest in
all or any part of it, as the context may require; the “Collateral ') which Collateral is not used principally or
primarily for agricultural or farming purposes: ' .

1.1.1 Land, Appurtenances, Easements That certain real property and all interests
therein located in Skagit County, Washington, more pamcularly described in EXHIBIT A attached hereto and
incorporated herein by this reference, together with all existing and future easements, access rights, water
rights, appurtenances, privileges, licenses, hereditaments, franchises and tenements, including all
minerals, oil, gas, and other commercially valuable substances. that may be in, under or produced from any
part of it {collectively, the “Land™; e

1.1.2 Improvements. All buildings, structures, and |mprovements now located or later to
be constructed on the Land {the “Improvements”); : :

1.1.3 Related Real Property and Improvements. All real property and improvements
on it, and all appurtenances and other property and interests of any kind or character; whether described in
EXHIBIT A or not, that may be reasonably necessary or desirable to promote the present and any
reasonable future beneficial use and enjoyment of the Land and Improvements; '

1.14 Leases and Licenses. All existing and future leases, subIeases,-.__s_ubte_n-a‘r}cies",-,
licenses, occupancy agreements, and concessions {“Leases”) relating to the use and enjoyment of all or-
any part of the Project, including but not limited to all leases by or through Borrower as lessor, written‘or .-
oral, now in existence or hereafter arising, all other agreements for the use and occupancy of alt orany .+
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e 'po'_rtion of the Project, and any and all extensions or renewals thereof, and any and all deposits, guaranties
N _=and-cther agreements relating to or made in connection with any of the Leases;

1.1.5 Goods, Materials, Fixtures, Etc. All goods, materials, supplies, chattels, furniture,
apphances fumlshmgs fixtures, equipment and machinery now or |ater to be attached to, placed in or on,
or used in connection with the use, enjoyment, occupancy or operation of all or any part of the Project,
whether stored on the Land or elsewhere, all of which shall be considered to the fullest extent of the law to
be real property for purposes of this Deed of Trust;

14 6 Constructlon Materials and Equipment. All building materials, equipment, work
in process or other personal property of any kind, whether stored on the Land or elsewhere, that have been
or later will be acquired for the purpose of being delivered to, incorporated into, or installed in or about the
Land or Improvements; :

147 Borrower Funds. All of Borrower's interest in and to the Loan funds, whether
disbursed or not, the Borrower's Account and Borrower’s own funds now or later to be held on deposit in
the Borrower's Account; R

1.1.8 Rent, Issues; and Profits. All income, rents, security or similar deposits, revenues,
issues, royalties, profits, leases, eamings, products and praceeds of the Land or improvements, including,
without limitation, all rights to the payment of money; accounts, accounts receivable, reserves, deferred
payments, refunds, cost savings, insurance.or condemnation proceeds, payments and deposits, and any
praceeds from the sale of any lots comprising. the Land and any Units, and any deposits on account thereof
(collectively, the “Rents, Issues and Profits”),

1.1.9 Plans, All designs, drawings, plans,' specifications, trademarks, logos, and other
work product prepared or to be prepared in connection-with the development, construction, marketing, and
sale of the Land and Improvements thereon, together with.all exlstmg and future amendments,
modifications, and supplements thereof (“Plans™); .

1.1.10 Contracts. All contracts of every knnd relatmg to development construction,
marketing, and sale of the Land, including but not limited to all construction contracts and subcontracts,
coniracts with architects, engineers, and other service providers, supply.contracts, consulting agreements,
financing commitments and agreements, joint development agreements, service and maintenance
agreements, marketing and listing agreements, lot reservation agreements, purchase and sale agreements,
and other existing and future contracts relating fo the Project, together with (i) all deposits, escrows,
refunds, rebates, credits, payments, or other proceeds thereunder, and (ii} all e)(lstlng and future
amendments, modifications, and supplements thereof (“Contracts”);

1.1.11 Claims and Other Rights. (i) Borrower's rights and claims, b‘_ut_not: Iia'biiity for any
breach by Borrower, under all commitments (including loan or financing commitments, commitments for fee
refunds or credits, or other commitments), insurance policies, contracts and agreements for the desigh;-._' .
construction, marketing, operation, protection, or inspection of the Jmprovements and all other contragts -
and general intangibles (including payment intangibles and any trademarks, trade names, goodwil, -~
software and symbols) related to the Project or the operation thereof, (i) all letter-of-credit rights (whether
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- or not the letter of credit is evidenced by a writing) Borrower now has or hereafter acquires relating to the
- Collateral, and (iii) ali contract or tort claims Borrower now has or hereafter acquires relating to the
'-..-C'ollate_ral L

. -1.4.12 Miscellaneous Personal Property. Any and ali personal property of any kind
whatsoever whether tangible or intangible, that is used or will be used in construction of, or is or will be
placed upon or is derived from or used in any connection with the use, occupancy or enjoyment of, the
Land or Improvements

1443 Books and Records. All books and records pertaining to any and all of the
property described above; including records stored on computer readable media, and a limited sublicense
to use the computer hardware Or software necessary to access such records (“Books and Records”);

1.1.14 Addltlonal Property. Any additional personal property otherwise set forth herein
or listed on the UCC-1 Fmancmg Statement filed to perfect Lender's security interest hereunder; and

1.1.15 Procee_t_;ls.-- __:AII proceeds of, additions and accretions to, substitutions and
replacements for, and changes in any of the property described above.

The Land, Improvements, related real'..;'ir'c:ipefty,r_'ahd all personal property now or hereafter installed on or
used in connection with the Land and/or Improvements are collectively referred to herein as the “Project.”
The Project constitutes the bulk of, but not the entirety of, the Collateral.

1.2 Secured Obligations. Borrower mal__(es the grant, conveyance, transfer and assignment set
forth in Section 1.1 and grants the security interest set forth in' Article 3 for the purpose of securing the
following obligations {the “Secured Obligations™} in any order't:f'priority that Lender may choose:

1.2.1 Promissory Note. Payment of all obhgaﬂons at any time owing under that certain
Promissory Note (the “Note”) executed concurrently herewith, in the stated principal amount of Three
Million Nine Hundred Fifty Thousand Dollars ($3,850,000) payable by Borrower as maker, to the order of
Lender or order, together with interest accruing thereon, and any increases, modifications, extensions or
renewals thereof or protective advances made thereunder, whether or not any such modification, extension
or renewal is evidenced by a new or additional promissory note or notes.and whether or not any such
interest accrual, increases, modifications, or protective advances result i in the total 1ndebtedness exceeding
the state principal amount of the Note; .

1.2.2 Loan Documents. Payment and/or performance of each and every other
obligation of Borrower under the Note, this Deed of Trust, and all other Loan Documents {which term is
used as defined in and includes the Loan Agreement but, for purposes of establishing the "Secured
Obligations, specifically excludes any obligations of Borrower arising solely under the lndemmty
Agreement, any and all amendments, modifications, and supplements thereto, the provisions of which are
incorporated herein by this reference, and the payment of each fee, cost and expense by Borrower as set
forth therein); 5
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1.2.3 Related Loan Documents. Payment and/or performance of each covenant and

o ,obllgatton on the part of Borrower to be performed pursuant to any Related Loan Documents identified in or

~-pursuant to the Loan Agreement, whether now existing or made in the future, together with any and all
modifications; extensions and renewals thereof, subject, however, to Lender's unilateral right to terminate
this cross-cd!late'i'alization provision in accordance with Section 7.5 below;

. 1 2 4 Future Obligations. Payment to Lender of all future advances, indebtedness and
further suims andior performance of such further obligations as Borrower or its assignees or successors
may undertake td pay andfor perform (whether as principal, surety, or guarantor) for the benefit of Lender,
its successors or assigns, when such borrowing and/or obligations are evidenced by a written instrument
reciting that it or they are secured by this Deed of Trust; and

125 Modlfncatlons and Amendments. Payment and performance of all modifications,
amendments, extensions, and renewals, however evidenced, of any of the Secured Obligations.

Ali persons who may have or a¢quire én.-interest in all or any part of the Collatera! will be considered to
have notice of, and will be bound by, the terms of the Secured Obligations and each other agreement or
instrument made or entered into in connection with each of the Secured Obligations.

1.3 Subordination to Senior Loan The Loan and the Deed of Trust shall be in a subordinate
position, subordinate to loans from Washmgton Federal Savings, a federal savings association (“Senior
Lender”) in the amounts of $7,100,000 and $4,250,000 (collectively, the “Senior Loan”), secured by the
following deeds of trust against the Project in favor of Senior Lender (i) with respect to the $7,100,000
portion of the Senior Loan, a Deed of Trust dated December 15, 2003, recorded in the official records of
Skagit County, Washington on January 8, 2004, under recording no. 200401080046, as amended by a
Modification Agreement dated December 2, 2004, recorded in the official records of Skagit County,
Washington on January 6, 2005, under recording no. 200501060108, as further amended by a Modification
Agreement dated March 1, 2005, recorded in the official records of Skagit County, Washington on March
21, 2005, under recording no. 200503210165; and {ii) with respect to the $4,500,000 portion of the Senior
Loan, a Deed of Trust dated March 1, 2005, recorded in the official records of Skagit County, Washington
on March 21, 2005 under recording no. 200503210167 (collectively; and as amended the “Senior Deed of
Trust”).

ARTICLE 2
SECURITY AGREEMENT

2.1 Grant of Security Interest. This Deed of Trust creates a lien on the Collateral, and
constitutes an absolute assignment of the Rents, Issues and Profits and of the Leases, all in favor of
Lender. To the extent that any part of the Collateral or Rents, Issues and Profits and Leases may be, or
are defermined to be, personal property, Borrower, as debtor, hereby grants to Lender; as secured-party, a
security interest in such part of the Collateral and Rents, Issues and Profits and Leases as s determmed to
be personal property, to secure payment and performance of the Secured Obligations. As to stich personal
property, this Deed of Trust constitutes a security agreement under the Uniform Commercial Code of the o
state in which the Project is located (the “Project State”). o
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2.2 Perfection of Security Interest. Borrower authorizes Lender to file one or more financing
*_statements and such other amendments, continuation statements, and other documents as Lender may
.from time to time require to perfect and continue the perfection of Lender's security interest in any part of
the Collateral or the Rents, Issues and Profits and Leases. A copy of such financing statement has been or
willbe provided-to: Borrower upon its request. Borrower shall pay all fees and costs that Lender may incur
in filing such documents in public offices and in obtaining such record searches as Lender may reasonably
require.. Borrower shall cooperate with Lender in obtaining control of any portion of the Collateral that
consists of Deposit Accounts, Investment Property, Letter-of-credit rights, and Electronic Chattel Paper, as
such terms are defined in the Uniform Commesrcial Code, as adopted in the Project State.

2.3 Presumption of Real Property. If any financing statement or other document is filed in the
records normally pertaining to personal property, that filing shall not be construed as in any way derogating
from or impairing the declaration-and the stated intention of the parties hereto that the Collateral and all
components thereof are, t0 the maximum extent possible, real property or otherwise impair the rights or
obligations of the parties under this Deed of Trust.

ARTICLE 3
 FIXTURE FILING

This Deed of Trust constitutes a financing statement filed as a fixture filing under the Uniform
Commercial Code in effect in the Project State, as'amended or recodified from time to time, covering any
part of the Collateral that now is or later may become fixtures attached to the Land or Improvements.

ARTICLE4~
ASSIGNMENT OF LEASES AND RENTS

41 Assignment. Borrower hereby imevocably; presently,-absolutely and unconditionally assigns
and transfers to Lender: (a) the Rents, Issues and Profits, whether now due, past due, or to become due,
together with the right, power and authority to collect the same, (b) all Leases, together with the right,
power and authority of Borrower to alter, modify or change the terms thereof or surrender, cancel or
terminate the same, and (c) any and all guarantees of any obligations of any lessee under each of the
Leases (a "Lessee”). The assignments in this Section are absolute assignments and irrevocable from
Borrower to Lender and not merely the passing of security interests or assignments for security only,

4.2 Grantof License. Lender hereby confers upon Borrower a license (the ‘License”) to collect
and retain the Rents, Issues and Profits as they become due and payable, and to administer the Leases, so
long as no uncured Event of Default, as defined in the Loan Agreement, shall exist and be continuing. If an
Event of Default has occurred and is continuing, the License shall terminate without notice to or demand
upon Borrower, without regard to the adequacy of Lender’s security under this Deed of Trust: provnded that
upon Borrower's completion of a cure of all Events of Default under the Loan, the License shall be
reinstated. :
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-4,3 Collection and Application of Rents, Issues and Profits.

L 4.3.1 Attorney in Fact. Subject to the License granted to Borrower under Section 4.2,

Lender has the right, power, and authority to collect any and all Rents, Issues and Profits and administer
the-Leases.” Borrower hereby appoints Lender its attomey-in-fact, coupled with an interest, to, at such
times as Lender may choose in its sole discretion: (a) demand, receive and enforce payment of any and all
Rents, Issues-and Profits; (b) give receipts, releases and satisfactions for any and all Rents, Issues and
Profits; or (c) sue elt'ner in the name of Borrower and/or in the name of Lender for any and all Rents, Issues
and Profits. .

4.3_.2- "Possession of Project not Required. Lender's right to the Rents, Issues and
Profits does not depend on whether or not Lender takes possession of the Project as permitted hereunder.
If an Event of Default occurs while Lender is in possession of all or part of the Project and is collecting and
applying Rents, Issues and Profits as permitted under this Deed of Trust, Lender, Trustee, and any receiver
shall nevertheless be entitled to-exercise and invoke every right and remedy afforded any of them under
this Deed of Trust and at law or in equnty, mcludmg the right to exercise the power of sale granted under
Section 1.1 and Section 7.2.8. _

4.4 Lender Not ResponSibIe.---Un'der no circumstances shall Lender have any duty to produce

Rents, issues and Profits from the Project. ‘Regardiess of whether or not Lender, in person or by agent,
takes possession of the Project, Lender is not and shall not be: (a) responsible for performing any of the
obligations of the lessor under any Lease; {b) responsible for any waste committed by Lessees or any other
parties, any dangerous or defective condition-of the Project, or any negligence in the management, upkeep,
repair or control of the Project; or (c) liable in any manner for the Project or the use, occupancy, enjoyment

or operation of all or any part of it, except for such matters as may anse from the willful misconduct and bad
faith of Lender. :

4.5 Leasing. Borrower shall not lease the Project or-any part of it unless permitted under the
Loan Agreement, and then only strictly in accordance with the Loan Agreement. If any leasing is permitted,
Borrower shall not accept any deposit or prepayment under any Lease for any rental period exceeding one
month without Lender’s prior written consent. B

ARTICLE S :
ENVIRONMENTAL AND ACCESS LAWS

5.1. Representations and Warranties. Borrower makes the follow_ing representations and
warranties to Lender with respect to the environmental condition of the Project.. For putposes of this
Article 5, the term “Property” includes the Land, all Improvements, fixtures, and personal property now or
in the future constructed or installed upon or under the Land, the soif and the groundwater on-or under the
Land, including any streams crossing or abutting the Land, the air above the Land and. w1thm any buddmg
or structures on the Land, and the aquifer underlying the Land. S

5.1.1 Environmental Laws. Except for any contamination or enwronmentaI condltlon -,
that may be disclosed in the Environmental Reports or that has otherwise been disclosed in wntlng by~
Borrower to Lender, Borrower has no knowledge of: (i) the presence of any Hazardous Substances__on or_ e
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~_in the Property, (ii} any spills, releases, discharges or disposal of Hazardous Substances that have

-occurred or are presently occurring on or info the Property or the Affected Property, and (iii) any failure of

the Property to comply fully with all applicable Environmental Laws. Borrower is unaware of any notices
being given or-any written threats of litigation or other proceedings having been made with respect o any
failure of thé Property to comply with Environmental Laws or the commencement of any action or
proceeding relating to compliance with Environmental Laws. To Borrower's knowledge, Borrower's
intended uses of the-Property, including but not limited to the Improvements and materials to be
constructed and installed on and in the Property and the work method for accomplishing such construction,
comply fully with all Enwronmental Laws.

5.1.2 _Aec_ess Laws. Except for any non-compliance that has been disclosed in writing
by Borrower to Lender, Borrower has no knowledge of any failure of the Property or the Plans to comply
fully with all applicable Access Laws. Borrower is unaware of any notices having been given with respect
to any failure of the Property to comply with Access Laws or any suggestions or threats having been made
with respect to the commencémeént of any action relating to compliance with Access Laws. To the best of
Borrower’s knowledge, Borrower's intended uses of the Property, including but not limited to the
Improvements and materials to be constructed and installed on and in the Property, the work method for
accomplishing such construction, and the plan for marketmg the Improvements constructed on the Land
comply fully with all Access Laws. ' F

5.2. No Waivers of Other Indemmflcatlons Relating to Environmental Condition. Except as
set forth in: (a) the Loan Documents, (b) any docutnents evidencing the Senior Loan, (c) the purchase and
sale agreement under which Borrower has acquired the Land, or (d) any separate Indemnity Agreement
executed by Borrower at the request of Lender in connection with the Loan: (i) Borrower has not and will
not release or waive the liability of any past or current owner, lessee, or operator of the Property, any party
who performs work on the Property, or any party who may be responsible for the presence of or removal of
Hazardous Substances on or from the Property or the Affected Property, and (ii) Borrower has made no
prior promises of indemnification to any party relating to the eX|stence or non-enstence of Hazardous
Substances on the Property. ‘L :

5.3. Obligation to Comply with Environmental and Access”_LaWS"_._ ‘So long as Borrower owns
any interest in the Property, Borrower shall construct, keep, and maintain the Collateral in compliance with
any and all laws relating to public safety and the condition of the environment, including but not limited to
the Environmental Laws and the Access Laws. Borrower and Borrower's 'ag'ents, contractors,
subcontractors, authorized representatives, and employees shall not engage in any of the following
prohibited activities: L -

5.3.1 cause or permit any application or use of Hazardous Sub's'tances' ln' thé _
construction, maintenance, or operation of the Property other than in full compliance: W|th aH Enwronmental
I_aws ) o

5.3.2 cause or permit any unintended release, spilling, leaking or other dlscharge of
Hazardous Substances on the Property;
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i . 5.3.3 cause or permit any business to be conducted on the Praperty relating to
- manufactunng storage, holding, handling, usage, placement, transporting, treatment, dumping or other
= pro_ce_js___smg of Hazardous Substances;

s 5 3.4 suffer or permit any other act upon or concerning the Property that would result in a
violation of any Environmental Law or require any alterations or improvements to be made on the Property
under any of the Enwronmental Laws; or

5 3. 5 suﬁer or permat any other act upon or conceming the Property that would result in a
violation of any Access Law or require any alterations or improvements to be made on the Property under
any of the Access L_aw_s_ C

Additionally, Borrower shall {_J_se_ __dﬂilr"gent efforts to assure that Borrower’s invitees and tenants, and such
tenant's employees, agents, .and invitees do not perform any such prohibited acts.

5.4. Obligation to Cure Non-CompIrance

541 If Borrower at any trme becomes aware of (i) any Hazardous Substances on or
other environmentaf problem or liability with respect to the Property or any Affected Property, (ii) any failure
of the Property to comply with any of the Environmental Laws, (iii) any failure of the Property or the
marketing efforts and other operations undertaken with respect thereto to comply with any of the Access
Laws, or (iv) any lien, action or notice resulting fro_'__m violation of any Environmental Laws or Access Laws,
Borrower shall immediately notify Lender, and shall thereafter exetcise due diligence to ascertain the scope
and nature of such condition. If the condition is-such that state or federal law requires the giving of notice
to the governmental agencies having appropriate jurisdiction or the implementation of other preventive
measures, Borrower shall promptly furnish such notice.or implement such preventive measures.

5.4.2 I, upon giving such notice or for any other reason, one or more governmental
agencies having appropriate jurisdiction requires removal or treatment of Hazardous Substances from or on
the Property or the making of alterations to the Property to conform to Access Laws, or such removal,
treatment, or alteration is required by Environmental Laws or Access Laws, Borrower will: (i) take all
actions that are necessary or desirable to clean up any Hazardous Substances affecting the Property,
including removal, treatment, containment or any other remedial action required:by governmental
authorities or as otherwise required fo restore the Property to a safe condition in compliance with applicable
laws and regulations, including Environmental Laws, (i) take all actions that are necessary or desirabie to
modify the Property and all Improvements and marketing materials so as to achieve comphance with
applicable laws and regulations, inciuding Access Laws, and/or {iii) attempt, through appropnate legal or
administrative proceedings, to obtain a stay of enforcement proceedings if Borrower believes in good faith
that Borrower is not required by law to cure such Hazardous Substances condition or- to make alteratrons to
comply with Access Laws. e

5.4.3 Except for removal or treatment of any Hazardous Substances débdéiied on the g
Property by Lender or any receiver appointed at the request of Lender, Borrower agrees thatthe .

amelioration, treatment, containment, or removal of all Hazardous Substances that may be discovered.an :

Deed of Trust, Assignment of Rents, Security Agreement, and Fixture Filing fm jmm W lw m [LM M ’mmm . L
#313280 20700-430.01 6pg801l.doc 10/19/05 Jm
00 0 L J M -

Skagit County Auditor

10!20!2005 Page 8 of

24 3:21PM




e the Property shall be at Borrower's sole expense, reserving unto Bormower any claims for contribution or
. ,mdemmty that Borrower may have against other parties who may be held liable therefor.

5 5 Indemnification of Lender. Borrower shall indemnify and hold Lender harmless from and
agamst_ anyand all claims, demands, damages, losses, liens, liabilities, penalties, fines, lawsuits, and other
proceedings and costs and expenses (including attomeys' fees and disbursements) that result in actual
cost and expense to.L.ender prior to any transfer of the Property pursuant to foreclosure proceedings
hereundetora conveyance of the Property in lieu of foreclosure, and arise directly or indirectly from or out
of, or in any way corinected with:

5.5_._1-.-_“_'t_ﬁe' 'ih'é_cc_uracy of the representations contained herein;

5.5.2 thé"d'lsco'vﬂéry and/or clean up of Hazardous Substances that were existing on or in
the Property at the time when Borrower first acquired ownership, or any clean-up, remediation, monitoring
or other actions required as a result thereof

5.5.3 any actlvmes on the Property during Borrower's ownership, possessicn or control of
the Property that directly or mdirect_ly result in the existence of Hazardous Substances on or in the Property
or any Affected Property in violation of any-applicable Environmental Laws, or any clean-up, remediation,
monitoring or other actions required as a result thereof;

5.5.4 any alleged or actual”féi]u_r'_é:-of ény Improvements now or hereafter constricted on
the Property to continuousiy comply with all Access Laws now or hereafter enacted for any reason
whatsoever, or any modification or correction of any of the lmprovements s0 as to comply fully with Access
Laws. T

However, this indemnification relates only to liabilitieﬂemands&éstsgnd expenses incurred by Lender
prior to any transfer of the Property pursuant to foreclosure proceedings hereunder and prior to a
conveyance of the Property in lieu of foreclosure, and does not apply o any deposit or release of
Hazardous Substances on the Property caused by Lender, its agents representatwes or employees, or by

any receiver for the Property appointed at the request of Lender. -

ARTICLE 6 :
RIGHTS AND DUTIES OF THE PARTIES

6.1 Performance of Secured Obligations. Borrower shall prompﬂy pay and peﬁorm gach
Secured Obligation in accordance with its terms. _

6.2 Representations and Warranties. Borrower represents and warrants. t-h'ai'*'“ '

6.2.1 Title to Land and Improvements. Borrower holds fee simple tlt!e to aII of the Land
and Improvements, subject only to Permitted Exceptions, and Borrower has or will have good title to alr
portions of the Collateral other than the Land and Improvements. .
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- 6.2.2 Title to Personal Property. Except for security agreements and financing

" statements in favor of the Senior Lender to secure the Senior Loan, Borrower owns any portion of the
.Collateral that is personal property free and clear of any security agreements, reservations of title, or
conditional sales contracts, and there is no financing statement affecting such personal property on file in
any public office _bther than in favor of Lender or Senior Lender.

_ 6 2 3~ Right to Encumber/Priority. Borrower has the full and unlimited power, right, and
authonty to encumber the Collateral and assign the Rents, Issues and Profits and Leases. Upen recording
of this Deed of Trustand filing of a UCC Financing Statement with respect to any portion of the Collateral
that is determined to'be personal property, this Deed of Trust will create a foreclosable fien on the
Collateral that is subject and subordinate to no other liens except for the senior deed of trust securing the
Senior Loan made by Senior Lender and any other Permitted Exceptions.

6.3 Taxes and Ass'.e'__s'ér'r_iéngs____

6.3.1 Real Property Taxes. Borrower shall pay or cause to be paid prior to delinquency,
all general real and personal properly taxes, special and supplemental real and personal property taxes
and assessments, license fees, license taxes, commercial rental taxes, excise taxes, transfer taxes, levies,
charges, penalties, or other taxes or simitar |mp03lt|ons imposed by any public or quasi-public authority or
utility company that are or may become a lien upon the Coilateral or any portion thereof or interest therein,
or that may cause any decrease in the value of the Coilateral or any part of it. Borrower shall also pay prior
to delinquency all real property taxes, assessments; levies and charges imposed by any public authority
upon Lender by reason of its interest in the Collateral created hereby; provided, however, that Borrower
shall have no obligation to pay or discharge taxes that may be.imposed from time to time upon Lender that
are measured by and imposed upon Lender’s net income, -All of the foregoing taxes, assessments and
other charges payable by Borrower with respect to the Collateral are collectively referred to as the
“Taxes.” _

6.3.2 Proof of Payment. If requested by Lender, Borrower shall furnish Lender with
receipts from the appropriate taxing authority or other proof satlsfactory to Lender that all Taxes have been
paid on or before the date upon which they become delinquent. *If any of the Taxes become delinquent,
Lender may require Borrawer to present evidence that they have been paid in full within 10 days after
written notice thereof by Lender to Borrower. If requested by Lender, Borrower shall pay for a tax reporting
service covering the Project from a company and under arrangements satisfactory-tc Lender,

6.3.3 Reserves for Taxes. If required by Lender: (i) while an uncured Event of Default
or Potential Default is in existence, or (i) at any time after at least two Events of Default have occurred, and
unless impounds for Taxes are then being paid to the Senior Lender in 2 manner satisfactory to Lender,
Borrower shall deposit with Lender, in monthly installments, an amount equal to one-twelfth of the -
estimated aggregate annual Taxes. In such event, Borrower shall cause all bills, statements; or other.
documents relating to the Taxes to be sent or mailed directly to Lender. Upon receipt of suchi bills, - -
statements, or other documents, and provided Borrower has deposited sufficient funds with Lender -
pursuant to this Section, Lender shall pay such amounts as may be due thereunder out of the funds'so -
deposited with Lender. If at any time and for any reason the funds deposited with Lender are or will be” .
insufficient to pay such amounts as may then or subsequently be due, Lender shall notify Borrower and
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“ Borrower shall immediately deposit an amount equal to such deficiency with Lender. Notwithstanding the

- _foregoing, nothing contained herein shall cause Lender to be deemed a trustee who is obligated to pay any
~-amounts in.excess of the amount of funds deposited with Lender pursuant to this Section. Lender may
commingle said. reserve with its own funds and Borrower shall be entitled to no interest thereon. All funds
deposited by Borrower with Lender pursuant to this paragraph are pledged as additional security for the
Secured Obligations.

6.4 Liens, Charges and Encumbrances. Borrower shall not encumber or permit the
encumbrance of the Collateral (except for any deed of trust, security agreement, or financing statement
securing the Senior L'oan) without Lender’s prior written consent, and Barrower shall immediately discharge
any fien on the Collateral to which Lender has not consented in writing. Borrower shall pay or cause to be
paid when due all obligations secured by or reducible to liens and encumbrances that shall now or
hereafter encumber or appear to encumber the Collateral or any part thereof, all claims for work or iabor
performed, or materials or supplies furnished, in connection with any work upon the Project, whether the
lien, charge or encumbrance is or would be senior or subordinate to this Deed of Trust, provided, however,
that Borrower shall not be in default hereunder due to any such lien, charge, or encumbrance that is a
Permitted Exception or so long as Borrower is in good faith contesting such liens and has complied with the
terms and conditions in the Loan Agreement relating thereto. Lender hereby expressly reserves the right to
advance any and all funds necessaryfo 'Cure- a‘hy and all such obligations, and/or claims.

6.5 Insurance, Condemnation, and Other Proceeds

6.5.1 Paymentto Lender Sub;ect to any assignment to Senior Lender under the Senior
Loan and subject to the terms and conditions of this Section 6.5, Borrower hereby absolutely and
irrevocably assigns to Lender, and authorizes the payor to payto Lender, the following claims, causes of
action, awards, payments and rights to payment, together with all mterest that may accrue thereon
{collectively, the “Claims™): _

6.5.1.1 Condemnation Awards AI[ awards cf damages and all other
compensation payable directly or indirectly because of a condemniation, proposed condemnation,
or taking for public or private use that affects all or part of the Collateral or any interest in it;

6.5.1.2 Insurance Proceeds. All proceeds fcffany inst)_rence policies payable
because of damage or loss sustained to all or part of the Collateral.

6.5.1.3 Warranty Claims. All awards, claims, and ca'uees of action arising out of
any warranty affecting all or any part of the Collateral, or for damage or. rnjury to or decrease in
value of all or part of the Collateral or any interest in it; and :

6.5.1.4 Other Claims. All awards, claims, and causes of acﬂon under contracts
and agreements for the design, construction, marketing, operation, protection, or mspectren of the
improvements and all other contract or tort claims or recoveries of Borrower with respect to the

Project.
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- 6.5.2 Notice to Lender. Borrower shall immediately notify Lender in writing if: (i) any
,damage oceurs ot any injury or loss is sustained to all or part of the Collateral, whether or not covered by
~-insurance or warranty, or any action or proceeding relating to any such damage, injury, or loss is
commenced; or (i) any offer is made, or any action or proceeding is commenced, that refates to any actual
or proposed condemnatlon or taking of all or part of the Collateral.

_ 6 5 3 Pursuit of Claims. Borrower shall pursue recovery of all such Claims and defend
its nghts under any proceedlng for condemnation of the Collateral or any part thereof and prosecute the
same with due diligence to its final disposition, and shall cause any awards or settlements to be paid over
to Senior Lender, if ithas a prior right to such Claims, but otherwise to Lender for application under the
Loan Documents. Subject to-any prior rights of Senior Lender, Lender may, at Lender’s option and in
Lender's sole discretion, as attorney-in-fact for Borrower, make proof of loss and adjust and compromise
any Claims, appear in or prosecute any action or proceeding to enforce the Claims, or participate in any
action or proceeding relating to condemnation or taking of all or part of the Collateral, and may join
Borrower in adjusting any loss covered:by insurance. Borrower shall deliver or cause to be delivered to
Lender such instruments as may be requested by Lender from time to time to permit Lender to take any
such actions. :

6.5.4 Applicatiori of -Proc'eeds'.-' Subject fo the rights of Senior Lender, all proceeds of
the Claims that Borrower may receive or be-entifled to receive shall be paid to Lender and applied first to
the payment of the reasonable costs and expenses incurred in the collection of such proceeds. As io the
remaining balance of such proceeds (the “Net Claims Proceeds”), so long as there are no outstanding
Events of Default under any of the Loan Documents and Borrower establishes, to Lender's reasonable
satisfaction, that Borrower has sufficient funds (including the Net Claims Proceeds and any unfunded
amounts under the Senior Loan and Loan that remain available for disbursement) to fully rebuild or repair
the Collateral both within the remaining term of the Loan and without delaying the completion date of the
Project by mare than three months, Lender shall make disbursements of the Net Claims Proceeds for
purposes of repair or restoration of the Collateral. if such conditions are not satisfied, Lender may apply
such Net Claim Proceeds in its absolute discretion and without regard to'the adequacy of its security: (i) to
any of the Secured Obligations, notwithstanding the fact that Secured Obligations may not be due
according to the terms thereof; (ii) to pay or reimburse Borrower for the Costs of reconstructing the
Improvements or otherwise repairing or restoring the Collateral; or (iii) to.Borrower.

6.5.5 Restoration. If the Net Claims Proceeds are used to reimburse Borrower for the
cost of reconstruction, restoration, or repair of the Collateral, the Collateral shall be promptly and diligently
restored by Borrower to the equivalent of its condition immediately prior to the casualty or condemnation in
accordance with the Plans or to such other condition as Lender may approve in-writing, and disbursements
of such Net Claims Proceeds shall be in accordance with disbursement procedures acceptable to Lender,
including, without limitation, disbursement procedures comparable to those set forth in the Loan-Agreement
for disbursement of Loan funds. If, after applying the Net Claims Proceeds to the Secured Obligations,
Lender reasonably determines the remaining security to be inadequate to secure the remammg Secureid._=
Obligations, Borrower shail, upon written demand from Lender, repay an amount that will reduce the '
remaining Secured Obligations to a balance for which adequate security is present.
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* - .~ 86 Maintenance and Preservation of the Collateral. Borrower covenants: (a) to maintain and
~.preserve the Collateral in good condition and repair and in a prudent businesslike manner, (b) to insure the
: ----Colfateral as required by the Loan Agreament; (c) nat to remove, demolish or structurally alter the Collateral
or-any part thereof, or alter, restore or add to the Collateral, or initiate or allow any change in any zoning or
other land use classification that affects the Collateral or any part of it, except as permitted or required by
the Loan Agreement or with Lender's express prior written consent, and except such alterations as may be
required by laws; ordinances, rules, regulations, or orders of govemnmental authorities or by the terms
hereof; {d) to'comply with and not commit any violations of {i) laws, governmental orders, ordinances,
regulations, standards, (i} easements, covenants, conditions, or restrictions related to the Praject, whether
public or private, of every kind and character, and (fii) requirements of insurance companies and any
bureau or agency that establishes standards of insurability, which laws, covenants or requirements affect
the Collateral and pertain to:acts committed or conditions existing therean; (e} not ta commit or permit any
waste to or deterioration of the. Collateral; {f) to perform all other acts that from the character or use of the
Collateral may be reasoriably necessary to maintain and preserve its value; {g) to perform all obligations
required to be performed under the Loan Documents, and all other obligations of Borrower pertaining to the
Collateral, including, but not limited to any and all Leases of which Borrower is or shall be the lessor or
sublessor; and (h) to execute and, where appropriate, acknowledge and deliver such further instruments as
Lender or Trustee may deem necessary or appropnate to preserve, continue, perfect and enjoy the security
provided for herein.

6.7 Defense and Notice of Actio’ns} Qosts.’ Borrower shall, without liability, cost, or expense to
Lender or Trustee, protect, preserve, and defend Borrower's fee interest in and to the Project and
Borrower's interest in the Collateral, the security of this Deed of Trust, any additional or other security for
the Secured Obligations, and the rights or powers.of Lender or Trustee hereunder against all adverse
claims. Said protection, preservation, and defense shall include, but not be limited to, protection,
preservation and defense against all adverse claimants to and encumbrancers of Borrower's interest in the
Collateral, whether or not such claimants or encumbrancers assert an.interest paramount to that of Lender.
Borrower shall give Lender and Trustee prompt notice in wiiting of the filing of any such action or
proceeding. Borrower shall pay all costs, fees, and expenses including, without limitation, costs of
evidence of title, trustees’ fees, and reasonable attomeys’ feespaid.or mcurred in any action or proceeding
in which Lender and/or Trustee may appear or be made a party, whether or not pursued to final judgment,
and in any exercise of the power of sale or other remedy contained herein, whether or not such sale is
actually consummated or such other remedy is actually prosecuted to compleﬂon

6.8 Right of Inspection. Lender, its agents, employees and representatwes shall have the right
to enter the Project at any reasonable time for the purpose of inspecting the Project and-ascertaining
Borrower’'s compliance with the terms hereof, and for such other purposes and'in accordance with the
terms specified in any of the other Loan Documents. s

6.9 Substitute Trustee. Lender may remove Trustee and substitute a replacement Trustee at
any time with or without cause by an instrument in writing executed by Lender. Lender may also appolnt
itself as a substitute Trustee, if permitted by applicable law, for the purpose of partially or fully reconveylng
or releasing this Deed of Trust. Upon the making of any such appointment, all of the estate and title of .~
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e Trustee in the Collateral shall vest in the named successor or substitute Trustee and it shall thereupon
N ,succeed to. all of the rights, powers, privileges, immunities and duties conferred upon Trustee.

6 10 Other Permitted Actions.

6 10 1 Releases, Extensions, Modification, and Additional Security. From time to
time, Lender may perform any of the following acts without incurring any liability or giving notice to any
person: (j)release any person fiable for payment of any Secured Obligation; (i) extend the time for
payment, or otherWISe alter the terms of payment, of any Secured Obligation; (iii) accept additional real or
personal property of any kind as security for any Secured Obligation; or (iv) alter, substitute, or release all
or any portion of the Collateral. -

6.10.2 Joinderin Maps, Plats, Covenants, Matters Affecting Title. From time to time
when requested to do so.by. Borrowerln ‘writing, Lender or Trustee may perform any of the following acts
without incurring any liability or giving notice to any person and without affecting the personal liability of any
person for payment or performance of any of the Secured Obligations: (i) consent to the making of any plat
or map of the Project or any part of it; (i) join in granting any easement or creating any covenant or
restriction affecting the Project; (iii) join.in any extension, subordination, or other agreement affecting this
Deed of Trust or the lien of it; or {iv) reconvey.the Collateral or any part of it without any warranty.

6.11 Partial Reconveyance. Lender shall direct Trustee to partially release or reconvey this
Deed of Trust as to a particular Unit or Lot only when all of the conditions required to be satisfied under the
Loan Agreement for such partial release have been fully satisfied. Any decision by Lender not to require
satisfaction of alf such conditions as to any Unit-or.L.ot shall apply only to the release of that particular Unit
or Lot, and Lender reserves the right to require satisfaction in full-of all such conditions before releasing any
further Units from this Deed of Trust, Borrower agrees to pay any reconveyance fees charged by Trustee
that exceed amount of the reconveyance fee that is charged by 'Le'nder

6.12 Full Reconveyance. When all of the Secured Obhgatlons have been paid in full and there
exists no default under any Related Loan, Lender shall request Trustee in writing to fully reconvey this
Deed of Trust and shall surrender such documents and take such actions as are needed for such full
reconveyance. When Trustee receives Lender's written request for reconveyance and all reconveyance
fees, recording fees, or other fees and expenses owing to it by Borrower hereunder, Trustee shall reconvey
the Collateral, or so much of it as is then held under this Deed of Trust, without warranty to the person or
persons legally entitled to it. Neither Lender nor Trustee shall have any duty to determine the right of
persons claiming to be rightiul grantees of any reconveyance. The last such reconveyance shall operate
as a reassignment of all future Rents, Issues and Profits and all Leases of the Collateral to the person or
persons legally entitied thereto, unless such reconveyance expressly provides to the contrary

6.13 Exculpation. Lender shall nat be directly or indirectly liable to Borrower or any cther person
as a consequence of. (i) Lender's exercise of or failure to exercise any rights, remedies, -or powers granted
to it in this Deed of Trust; (ii) Lender’s failure or refusal to perform or discharge any obligation or fiability-of
Borrower under any agreement related to the Collateral or under this Deed of Trust; or (jii) anyloss -~
sustained by Borrower or any third party resulting from Lender's failure to lease or sell the Project; or from:
any other act or omission of Lender in managing the Project, unless the loss is caused by the wiilful -~
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mis_conduct or gross negligence of Lender. Borrower hereby expressly waives and releases all liability of
the types described above, and agrees that no such liability shall be asserted against or imposed upon

“ 6'14' S.'u"brogatlon Lender shall be subrogated to the liens of all encumbrances, whether
released of record or not, that are discharged in whole or in part by Lender in accordance with this Deed of
Trust or. wnth the proceeds of the Loan.

6.15: Notlce __of -Change. Borrower shall give Lender prior written notice of any change in: (i} the
location of its place of business or its chief executive office if it has more than one place of business; (i) the
location of any of the Collateral, including the Books and Records; and (iii) Borrower's name or business
structure. Unless approved by Lender in writing, all Collateral that consists of personal property (other than
the Books and Records) will be located at the Project and all Books and Records will be located at
Borrower's place of business, or.chief executive office if Borrower has more than one place of business.

. ARTICLE7
" DEFAULTS AND REMEDIES

7.1 Events of Default. An ‘_‘E':vent offﬁDéf.auIt” will exist under this Deed of Trust whenever any of
the facts, conditions, or events listed in the Loan Agreement as “Events of Default” are in existence.

7.2 Rights and Remedies. At any time after the occurrence of an Event of Default hereunder,
l.ender andfor Trustee shall have all of the rights and remedies described below, in addition to any other
rights and remedies of Lender under the Loan Agreement, the other Loan Documents, or the Related Loan
Documents. To the fullest extent permitted by law, Lender may undertake any such remedies regardiess of
the adequacy of the security for the Secured Obligations or-whether any or all of the Secured Obligations
have been accelerated, and all of such rights and remedies shaﬁ be cumulatwe and the exercise of any one
or more of them shall not constitute an election of remedies. .

7.2.1 Receiver. Without regard to the then-cl_pr_rent value of the Collateral or the interest
of Borrower therein, Lender may apply to any court having jurisdiction to-appoint a receiver for the
Collateral or any portion thereof, and Borrower hereby irevocably consents to the appointment of a
receiver upon such Event of Default. Any such receiver shall have the usual powers and duties of
receivers in like or simitar cases and all the powers and duties of Lender set forth in this Deed of Trust or
any of the other Loan Documents, and shall continue as such and exercise all such powers until the date of
confirmation of the sale of the Collateral, unless such receivership is sooner terminated Employment by
Lender shall not disqualify a person from serving as receiver. : _

7.2.2 Cure; Protection of Security. With or without notice, and without releasing
Borrower from any obligation hereunder, Lender may (but shall not be obligated to) cure any breach or
default of Borrower, and, if it chooses to do so in connection with any such cure, do any and all other things
that it may in its sole discretion consider necessary and appropriate to protect the security of this-Deed of -
Trust. Such actions may include: appearing in or defending any action or proceeding that purports to affect.
the security of, or the rights or powers of Lender under, this Deed of Trust; paying, purchasing, contesting -
or compromising any tax, encumbrance, charge, lien or claim of lien that, in Lender’s sole judgment, isor .~ -
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*_may-be senior in priofity to this Deed of Trust; obtaining insurance or paying any premiums or charges for

- _insurance required to be carried under the Loan Documents; otherwise caring for and protecting any and all
-..of the Collateral; making and pursuing any claim against any third party and defending against any claim by
any third party, or employing counsel, accountants, contractors and other appropriate persons to assist
Lender. .

_ ? 2 .3~ Entry. Lender, in person, by agent, or by court-appointed receiver, with or without
bringmg any actien or proceeding, may terminate Borrower's right and license to collect the Rents, lssues
and Profits and to administer the Leases, and enter, take possession of, manage and operate, and lease or
sell, all or any part of the Collateral, and may also do any and all other things in connection with those
actions that Lender may in its sole discretion consider necessary or appropriate to protect the security of
this Deed of Trust or that are otherwise permitted to be taken or conducted by Lender under the Loan
Agreement. Such actions may include, without limitation: entering into, enforcing, modifying, or canceling
Leases or sales agreements-on such terms and conditions as Lender may consider proper; obtaining and
evicting tenants; fixing or modlfylng rents or sales prices; entering into contracts of sale and selling any
Units or Lots on the Project; and contracting for and making repairs and alterations. If Lender so requests,
Borrower shall assemble any Collateral that has been removed from the Project and make all of it available
to Lender at the Project site. The entering upon and taking possession of the Project, the collection of the
Rents, Issues and Profits and the applrcatlon thereof as aforesaid, or any of such acts, shalt not cure or
waive any default or notice of default ieréunder or invalidate any other right or remedy that Lender may
have in response to such default or pursuant fo such notice and, notwithstanding the continued possession
of the Project or the collection, receipt, and application of the Rents, Issues and Profits by Lender, Trustee,
or Lender’s receiver or agent, Trustee or Lender shall be entitled to exercise every right provided for in any
of the Loan Documents or by law upon the occurrence of any Event of Defauit.

7.24 Complete Project. Borrower hereby authorizes Lender, and for this purpose
irrevocably constitutes and appoints Lender as its attorney-in- -fact, coupled with an interest, to use the
Plans for further development and construction on the Land; to demand, receive, and enforce Borrower's
rights under the Contracts, to make payments and give appropriate receipts, releases and satisfactions
under such Contracts, and to perform any and all acts with respect to the Plans or Contracts that Lender
deems necessary or desirable, all on behalf of and in the name of Borrower, or at Lender's option in
Lender's own name, with the same force and effect as if performed by Borrower. Lender may also reassign
its rights hereunder to another person designated by Lender, who shall have the same nghts to utilize the
Plans and enforce the Contracts. -

7.25 Uniform Commercial Code Remedies. With respec{ to au_oraﬁy”pan of the
Collateral that constitutes personal property, Lender shall have all of, and may ‘exércise any or all of, the
rights and remedies of a secured party under the Uniform Commercial Code in effect in the Prolect State.

7.2.6 Judicial Action. Lender may commence and maintain an action or. achons in.any
court of competent jurisdiction to foreclose this instrument as a mortgage or to obtain specific enforcemient
of the covenants of Borrower hereunder, and Borrower agrees that such covenants shall be-specifically ™. -
enforceable by injunction or any other appropriate equitable remedy. If this Deed of Trust is foreclosed by
judicial action, Lender will, if permitted by applicable laws of the Project State, be entitled to a judgment . -
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e 'pr'ov.iding that if the foreclosure sale proceeds are insufficient to satisfy the judgment, execution may issue
- forthe .deﬁciency.

7.2.7 Realization of Security. Lender may resort to and realize upon or waive the
secufity hereunder and any other security now or hereafter held by Lender in such order and manner as
Trustee and Lender or either of them may, in their sole discretion, determine; which resort to such security
may be taken concurrently or successively and in one or several consolidated or independent judicial
actions or lawfu!ly taken non-judicial proceedings, of both.

7.2 8 Power of Sale. Lender may execute a written notice of such Event of Default and
of its election to invoke this power of sale to cause all ar part of the Colfateral o be sold to satisfy the
Secured Obligations. Under this power of sale, Lender shall have the discretionary right to cause some or
all of the Collateral, including-any Collateral property that constitutes personal property, to be sold or
otherwise disposed in any'combination .and in any manner permitted by applicable law, as follows:

7.2, 8 1 Sales of Personal Property. For purposes of this power of sale, Lender
may elect to treat as personal property any Collateral property that is intangible or that can be
severed from the Land or Improvements without causing structural damage. If it chooses to do so,
Lender may dispose of any persenal properly separately from the sale of real property, in any
manner permitted by the Uniform Commiercial Code in effect in the Project State, including any
public or private sale, or in any manner permitted by any other applicable law. Any proceeds of
any such disposition shall not cure any Event of Default or reinstate any Secured Obligation.

7.28.2 Trustee’s Sales.of Real Property or Mixed Collateral. Lender may
also choase to dispose of some or all of the Collateral that consists solely of real property in any
manner then permitted by applicable law. In its discretion, Lender may aiso or altematively choose
to dispose of some or all of the Collateral in any combination consisting of both real and personal
property, together in one sale to be held in accordance with fhe law and procedures applicable to
real property, if and as permitted by the Uniform Commiercial Code in effect in the Project State.
Borrower agrees that such a sale of personal property.constitutés a commercially reasonable sale
of the personal property. For purposes of this power of sale, erther a-sale of real property alone, or
a sale of both real and personal property together, will sometrmes be referred to as a “Trustee's
Sale.” . :

7.2.8.3 Trustee’s Sale Procedures. Before any Trustee $ Sale Lender or
Trustee shall give and record such notice of default and election to séll as may then be required by
law. When all legally mandated time periods have elapsed, and after such notice of sale as may
then be legally required has been given, Trustee shall sell the property being sold at a public
auction to be held at the time and place specified in the notice of sale, and Lender may impose
such terms and conditions of sale as are permitted or allowed by applicable iaw. -Neither Trustee
nor Lender shall have any obligation to make demand on Borrower before any Trustée's Sale, .
From time to time in accordance with then applicable law, Trustee may, and in any eventat. .
Lender’s request shall, continue any Trustee's Sale by public announcement at the time and plage™
scheduled for that sale, or may, in its discretion, give a new notice of sale. Also, Lender may from -

time to time discontinue or rescind any notice of default or notice of sale before any Trustee’s 'S'ale"_. '
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- as provided above, by executing and delivering to Trustee a written notice of such discontinuance
.+ - or rescission. The exercise by Lender of such right of rescission shall not constitute a waiver of
/ _anybreach or default then existing or subsequently occurring, or impair the right of Lender to
" gxecute and deliver to Trustee, as above provided, other declarations or notices of default to
-satisfy the Secured Obligations, nor otherwise affect any provision, covenant, or condition of any
- Loan Document or Related Loan Documents, or any of the rights, obligations, or remedies of
~Trustee o _Le'nder hereunder or thereunder,

: . 7 .2.8.4 Bidding at Trustee’s Sale. At any Trustee’s Sale, Trustee shall sell to
the hlghest bidder at public auction for cash in lawful money of the United States, unless other
terms and c.on_ditlons of sale are prescribed by Lender in accordance with and as permitted by
applicable law. Any.person, including, without limitation, Borrower or Lender, may purchase at
such sale, and Borrower hereby covenants to warrant and defend the title of such purchaser or
purchasers. Trustee shall execute and deliver to the purchaser(s) at such sale a deed or deeds
conveying the property being sold without any covenant or warranty whatsoever, express or
implied. The recitals in. any such deed of any matters or facts, including any facts bearing upon the
regularity or validity of any Trustee s Sale, shall be conclusive proof of their truthfuiness.

7.2.9 Single or Multlple Foreclosure Sales. If the Collateral consists of more than one
lot, parcel or item of property, Lender may: (i} d.esgnate the order in which the lots, parcels and/or items
shalt be sold or disposed of or offered for sale‘or disposition; and (ii) elect to dispose of the lots, parcels
and/or items through a single consolidated sale or disposition to be held or made under the power of sale
granted herein, or in connection with judicial proceedings, or by virtue of a judgment and decree of
foreclosure and sale; or through two or more such sales or dispositions, each of which may be separately
noticed if so elected by Lender and permitted by applicable law; or in any other manner Lender may deem
to be in its best interests (any such sale or disposition, a “Foreclosure Sale”). If it chooses to have more
than one Foreclosure Sale, Lender at its option may cause the Foreclosure Sales to be held SImuitaneously
or successively, on the same day, or on such different days and at such different times and places and in
such order as it may deem to be in its best interests, all as may be permitted under applicable law. No
Foreclosure Sale shall terminate or affect the lien of this Deed of Trust on any part of the Collateral that has
not been sold until all of the Secured Obligations have been paid in fuII

1.3 Payment of Costs, Expenses, and Attorneys’ Fees. All costs and expenses reasonably
incurred by Trustee and Lender in enforcing the remedies available to them hereunder or otherwise
protecting Lender’s rights or interests (including, without limitation, court costs-and attomeys' fees, whether
incurred in litigation or nat, expenses for evidence of title, appraisals and surveys and {ustees' fees, and
costs and fees relating to any bankruptcy, reorganization, or insolvency proceeding) shall Constitute an
additional obligation of Bormower to Lender and bear interest at the Default Rate of Interest from. the date of
expenditure until said sums have been paid. : =

7.4 Remedies Not Exclusive. Trustee and/or Lender shall be entitled to enforce the payment
and performance of any Secured Obligations and to exercise any and all rights and powers under this Deed
of Trust, any other Loan Document, or any Related Loan Document, notwithstanding the fact that some or
all of the Secured Obligations may now or hereafter be otherwise secured, whether by mortgage, 'deed'"of L
trust, pledge, lien, assignment or otherwise. Trustee and/or Lender shall be entitled to enforce all such
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* rights concurrently or separately, in such order and manner as they or either of them may in their absolute
~_discretion determine. No remedy is intended to be exclusive of any other remedy, but each shall be
~-cumulative and in addition to the others, to the fullest extent permitted by law.

~ 1.5 Lender's Unilateral Right to Terminate Cross Default/Cross Collateral Provisions.
Notwithstanding certain provisions herein related to cross-default and cross-collateralization between the
Loan and certain‘Related Loans, Lender shall have the sole and exclusive right to segregate the separate
security interests granted under the Loan and Refated Loans so that the deed of trust given for the Loan
and each particular Related Loan shall act as security only for such obligations of Borrower or its Affiliates
as Lender, in its sole-discretion, shall determine, Accordingly, among other possibilities, Lender may
unilaterally terminate such cross-default and cross-collateralization provisions so that this Deed of Trust
secures only the obligations.relating to the Loan but not the Related Loans, and the deeds of trust securing
the Related Loans secure only the obiigations under the Related Loans but not the Loan. Lender may elect
to terminate such cross-default and cross-collateral provisions unilaterally, in its own discretion, and without
prior notice to or consent by Borrower, its Affiliates, or any other party, by providing written natice of such
election to Borrower and to any.borrower under a Related Loan affected by such notice at any time prior to
a foreclosure sale under the Deed of Trust or a deed of trust securing such Related Loan. Such notice
shall identify by any reasonable means those particular obligations of Borrower and its Affiliates that shaii
remain secured by each deed of trust-and prowde that any other obligations of Borrower or its affiliates to
Lender shall no longer be secured by such deeds of trust. Such notice shall be effective immediately to
amend the Loan Documents in accordance therewith. Borrower hereby irrevocably designates and
appoints Lender as its attomey in fact, such power of attorney coupled with an interest, for the limited
purpose of preparing any amendments required i in accordance with this Section 7.5.

ARTICLE 8
MISCELLANEOUS PROVISIONS

8.1 Additional Provisions. The Loan Docume’nts full_y.--state all.of the terms and conditions of the
parties’ agreement regarding the matters mentioned in or incidental to this Deed of Trust. The Loan
Documents also grant further rights to Lender and contain further agreements and affirmative and negative
covenants by Borrower that apply to this Deed of Trust and to the Collateral:

8.2 Cooperation. Borrower shall, upon request, cooperate with Lender or Trustee fo correct any
defect, error or omission that may be discovered in the contents of this Deed-of Trust or in the execution or
acknowledgment hereof, and will execute, acknowledge, and deliver such furtherinstruments and take
stich further actions as may be reasonably requested by Lender or Trustee to carry out more eﬁectrvely the
purposes of this Deed of Trust, .

8.3 Obligations of Borrower, Joint and Several. If more than one persdﬂn has e'xecutn'ad this
Deed of Trust as Borrower, the obligations of all such persons hereunder shall be joint and several

8.4 Severability. If any term of this Deed of Trust, or the application thereof to any person or-
circumstances, shall, to any extent, be invalid, void or unenforceable, the remainder of this Deed of Trust= '
or the application of such term to persons or circumstances other than those as to which it is invalid, void.or-
unenforceable, shall not be affected thereby, and each term of this Deed of Trust shall be valid and” -~
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*_enforceable to the fullest extent permitted by law. If the lien of this Deed of Trust is invalid, void or
*_unenforceable as to any part of the Secured Obiigations, or if the lien is invalid, void or unenforceable as to
~.any-part of the Collateral, the unsecured or partially secured portion of such indebtedness shall be
completely paid prior to the payment of the remaining and secured or partially secured portion of such
Secured Obligations, and all payments made on such Secured Obligations shall be considered to have
been first paid on and applied to the full payment of that portion of such indebtedness that is not secured or
fully secured by the lien of this Deed of Trust,

8.5 No Waiver or Cure. No waiver or delay or omission in the exercise or enforcement by
Lender of any of its rights or remedies hereunder or under any of the other Loan Documents shall be
considered a waiver of any subsequent application of, or right to enforce, such right or remedy, or of the
right to enforce any other right or remedy of Lender in another instance. Furthermore, no waiver of
Lender's rights or remedies in'one or mare instances shall establish a course of dealing or other agreement
that will bind Lender or prohibit Lender from enforcing the terms of this Deed of Trust or any other Loan
Document in another |nstance

8.6 Additional Securlty if Lender at any time holds additional security for any of the Secured
Obligations, all such security shall be taken considered, and held as cumulative, and Lender may enforce
the sale thereof or otherwise realize upon the same, at its option, either before or concurrently with the
exercise of any of its rights or remedies hereunder or after a sale is made hereunder. The taking of
additional security, the execution of partial releases of the security, or any extension of the time of payment
of the Secured Obligations shall not diminish the force, effect, or lien of this Deed of Trust and shall not
affect or impair the liability of any maker, surety, or endorser for the payment of any such indebtedness.

8.7 Accommodations to Successors The ||ab|I|ty of the original Borrower shall not be released
or changed if Lender grants any successor in interest to Borrower any extension of time for payment, or
modification of the terms of payment, of any Secured Obligation. Lender shall not be required to comply
with any demand by the original Borrower that Lender refuse to grant such an extension or modification to,
or commence proceedings against, any such successor in interest.

8.8 Amendments. This Deed of Trust cannot be waived, changed; discharged or terminated
orally, but only by an instrument in writing. Any such written amendment shall either be signed by both
Borrower and Lender, or may be signed by Borrower and delivered to Trustee {or. any other title or escrow
company) with instructions from Lender regarding recording. __

- 8.9 Successors in Interest. Subject to the limitations on transfer co"ntat.ned in tﬁe Loan
Documents, the terms, covenants, and conditions herein contained shall be bmdfng upon. and inure to the
benefit of the heirs, administrators, executors, successors and assigns of the parttes hereto

8.10 Modification and Extensions. References fo the Note, the Loan Agreement the Loan
Documents and the Related Loan Documents in this document shall be deemed to include all ’
modifications, extensions, and renewals thereof.
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© .~ . 8.1 Applicable Law. The provisions of this Deed of Trust shall be govemed by and construed in
~.accordance with the laws of the Project State, without regard to the choice of law rules of the Project State
: ...-and--’except. to the extent that federal laws preempt the laws of the Project State.

8. 12 Merger No merger shali occur as a result of Lender’s acquiring any other estate in or any
other Iten on the Collateral unless Lender consents to a merger in witing.

8 13- Wa:ver of Marshaling. Borrower waives all rights, legal and equitable, it may now or
hereafter have fo require marshaling of assets or 1o require upon foreclosure sales of assets in a particular
order. Each successor and assign of Borrower, including any holder of a lien subordinate to this Deed of
Trust, by acceptance of its interest or lien agrees that it shall be bound by the above waiver, as if it had
given the waiver itself. '

IN WITNESS WHEREOF Borrower has executed this Deed of Trust, Security Agreement, and
Fixture Filing as Trustor/Grantor. hereunder and as a Debtor under the Uniform Commercial Code, as of
the date set forth above. - :

Borrower/Trustor/Grantor: " SKAGIT HIGHLANDS, LLC,
. ~a Washington limited liability company

meJdm a0 onf
| qum m//y"(’/\/
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‘----STA’TE---OFZ" K»J & }
S8,

COUNTY OF

On this day personally appeared before me fﬁ Vies & f—rcfw:\ ; ,fome
known to be the " (igu. e e of SKAGIT HIGHLANDS, LLC, the Washington limited
liability company that executed the foregoing instrument, and acknowledged such instrument to be the free
and voluntary act and deed-of such limited liability company for the uses and purposes therein mentioned,
and on oath stated that-he/she was duly authorized to execute such instrument.

GIVEN UNDER MY HAND AND OFFICIAL SEAL this /Fr#day of (O F 2005,

“Printed Name == Ve €€ 5 ,
<" NOTARY PUBLIC in and for the State of ___ &2 ¥
- .-Tesiding.at S

o - B U VA
s My Commission Expires 7?//0 Y2y

~~~~~~~~
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EXHIBIT “A”
DESCRIPTION OF PROPERTY

LOTS 4 TO 3, INCLUSIVE, AND 5 TO 10, INCLUSIVE, OF THAT CERTAIN AMENDED BOUNDARY LINE
ADJUSTMENT-SURVEY APPROVED JUNE 8, 2005 AND RECORDED JUNE 8, 2005, UNDER
AUDITOR'S FILE NO. 200506080122, AND BEING A PORTION OF SECTIONS 15, 22 AND 23,
TOWNSHIP 34 NORTH; RANGE 4 EAST, WM.

TOGETHER WITH A NON-EXCLUSIVE EASEMENT FOR INGRESS, EGREES AND UTILITIES OVER
UNDER AND ACROSS THOSE PORTION OF LOTS 1-8, INCLUSIVE OF SAID BOUNDARY LINE
ADJUSTMENT SURVEY MARKED “FUTURE ROAD RIGHT OF WAY.”

EXCEPT THAT PORTION CONVEYED FOR RIGHT-OF-WAY BY INSTRUMENT UNDER AUDITOR'S
FILENO. 200506080120, . .

SITUATE IN THE CITY OF MbUNf‘jvE___RNd'N, COUNTY OF SKAGIT, STATE OF WASHINGTON
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