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THIS HAZARDOUS SUBSTANCES AGR_E:EMENT dated June 14, 2007, is made and executed
among Arthur L Timmons, whose address is 564 Franck St, Friday Harbor , WA 98250,
Margherita M Timmons, husband and wife, whose address is 564 Franck St, Friday Harbor ,
WA 98250, Jerry A Zwiers, whose address Is PO Box 962, Anacortes, WA 98221 and Teresa
H Zwiers, husband and wife, whose address is PO Box 962, Anacortes, WA 98221
(sometimes referred to below as "Borrower" and sometimes as "Indemnitor"); and
ISLANDERS BANK, Friday Harbor Branch, 225 Blalr St PO Box 909, Friday Harbor, WA
98250 (referred to below as "Lender"). &,
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.;F6r g'cod and valuable consideration and to induce Lender to make a loan to Borrower, each
party executing this Agreement hereby represents and agrees with Lender as follows:

PROPERTY DESCRIPTION. The word "Property" as used in this Agreement means the following Real Property located in
'-SSkaglt County State of Washington:

i Unit A, SKAGIT SOUND BUSINESS PARK CONDOMINIUM PHASE 1, a condominium, aacording 10 the Declaration

% thereof, recorded May 3, 2007, under Auditor's File No. 200705030119 and Survey Map and Plans thereof recorded May

© 3;. 2007, under Auditor's File No. 200705030118, racords of Skagit County, Washington; being a portion of Lots 5 and 6
Short Plat No: ANA 03-001, recorded February 13, 2003, under Auditor's File No. 200302130085, records of Skagit
County, Washnngton

Situated’in Skagn County Washington.

The Real Property or'its address is commonly known as 9019 Molly Lane, Anacortes, WA 98221. The Real Property tax
identification number is 340203-3—009 000and 340203-3-007-0400.

FIEPRESENTA'HONS The fol|0wmg representations are made to Lender, subject to disclosures made and accepted by
Lender in writing:

Use of Property After due mqunry and investigation, Indemnitor has no knowledge, or reason to believe, that there has
been any use, generation, mianufacture, starags, treatment, refinement, transportation, disposal, release, or threatened
release of any Hazardous Substances by any person on, under, or about the Property.

Hazardous SUbstances. After due’i inquiry and investigation, Indemnitor has no knowledge, or reason to befieve, that
the Property, whenaver and whetherowned by previous Occupants, has ever contained asbestos, PCBs, lead paints or
other Hazardous Subsianm wherher used in canstruction or stored on the Property.

No Notices. Indemnitor has recelved-ng summons, citation, directive, letter or other communication, written or oral, from
any agency or department of any county..or.state or the U.S. Government concerning any intentional or unintentional
action or omission on, under, or-about the”Property which has resulted in the releasing, spllhng, leaking, pumping,
pouring, emitting, emptying or“diimping of Hazardous Substances into any waters, ambient air or onto any lands or
where damage may have resultad.to me lands, waters, fish, shellfish, wildlite, biota, air or other natural resources.

AFFIRMATIVE COVENANTS. Subject to dlsc!osures made and accepted by Lender in writing, Indermnitor covenants with
Lender as follows:

Use of Property. Indemnitor will not use and .does not intend to use the Property to generate, manufacture, refine,
transport, treat, store, handle or dispose of any Hazardous Substances, PCBs, lead paint or asbestos.

Compliance with Environmental Laws.: Indemnitor shall cause the Properly and the operations conducted on it to
comply with any and all Environmental Laws and orders of any govermmental authorities having jurisdiction under any
Environmental Laws and shall obtain, keep:in effect and comply with alf govemmentai permits and authorizations
reqmred by Environmental Laws with respect to such Property or operations. Indemnitor shall fumish Lender with
copies of all such permits and authorizations and'any amendments or renewals of them and shall notify Lender of any
expiration or revocation of such permits or aumonzatlons

Preventive, Investigatory and Remedial Action. Indemnrtor shall exercise extreme care in handling Hazardous
Substances if Indemnitor uses or encounters any. Indempitor, at:Indemnitor's expense, shall undertake any and aff
preventive, investigatory or remedial action {including emergency response, removal, containment and other remedial
action} (a) required by any applicable Environmental Laws-or orders’ by any governmental authority having jurisdiction
under Environmental Laws, or (b} necessary 0 prevent or minimize property damage (including damage to Occupant's
own property}, personal injury or damage to the environment, er-tte threat of any such damage or injury, by releases of
or exposure to Hazardous Substances in connection with the Propérty-or operations of any Cccupant on the Property.
In the svent Indernnitor fails to perform any of Indemnitor's obligations under this. section of the Agreement, Lender may
{but shall not be required to) perform such obligations at Indesmnitor's expense. Al 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. interest at the Note default rate, or in the absence of & default rate; at the Note interest rate. Lender and
Indemnitor intend that Lender shali have full recourse to Indemnitor for any 'surn at any time due to Lender under this
Agresment. In performing any such obligations of Indemnitor, Lender shall.at all-fifias. be deemed to be the agent of
Indsmnitor and shall not by reason of such performance be deemead 1 be assuming, ahy responsibility of Indemnitor
under any Environmental Law or to any third party. Indemnitor heraby irrevocably appoints Lender as Indemnitor's
attorney-in-fact with full power to perform such of Indsmnitor's obllgatlons under this. sechcn of the Agreement as
Lender deems necessary and appropriate.

Notices. Indemnitor shall immediately notify Lender upon becoming aware of any of the followmg

{1} Any spil,, release or disposal of a Hazardous Substance on any of the Property orin connection with any of its
operations if such spill, release or disposal must be reported to any governmental aulhonty under applicable
Environmental Laws.

(2) Any contamination, or imminent threat of contamination, of the Property by Hazardous Substances ofr any
violation of Environmental Laws in connsction with the Property or the operations conducted on: the Propeny

(3) Any order, notice of viclation, fine or penalty or other similar action by any govemmentat ‘authority relating to
Hazardous Substances or Environmental Laws and the Property or the operations conducted on the Property

() Any judicial or administrative investigation or proceeding relating to Hazardous Substanm or Enwronmental
Laws and to the Property or the operations conducted on the Property.

{5) Any matters relating to Hazardous Substances or Environmental Laws that would give a reasonably prudent
Lender cause to be concemed that the value of Lender's security interest in the Property may be-redhiced or
threatened or that may impair, or threaten to impair, Indemnitor’s ability to perform any of its obtlgatlons under thls
Agreement when such performance is due, :

Access to Records. Indemnitor shall deliver to Lender, at Lender's request, copies of any and all documenm in.s,
Indemnitor's possession of to which it has access relating to Hazardous Substances or Environmental Laws and thé
Property and the operations conducted on the Property, including without limitation results of laboratory analyses. Sty +
agssessments or studies, environmental audit reports and other consuitants’ studies and reports.

Inspections. Lender reserves the right to inspect and lnvestlgate the Property and operations on it at any time’ and from‘ I
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 QOccupants of the Property are not complying with all applicable .~
Environmental Laws or with the requirements of this Agreement or that a material spill, release or disposal of Hazardous”
Substances has occurred on or under the Property, Lender may require Indemnitor to furnish Lender at Indemnitor's
expense an environmental audit or a site assessment with reenset tn the matters of concem to Lender. Such audit or
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assessment shall be performed by a qualified consultant approved by Lender. Any inspections or tests made by Lender
¢ ~~"shall be for Lender's purposes only and shall not be construed to create any responsibility or liability on the part of
) Lenderto-any Indemnitor or to any other parson.

INDEMNITOR'S WAIVER AND INDEMNIFICATION. Indemnitor hereby agrees to and shall indemnify, defend, and hold

harmisss Lender. and Lender's officers, directors, employees and agents, and Lender's successors and assigns and their
officers, directors, employess and agents from and against any and all claims, demands, losses, liabilities, costs, fines,
pengities and expenses (including without limitation attorneys’ fees at trial and on any appeal or petition for review,

constiltants.. fees, remddial action costs, natural resource damages and diminution in value) incurred by such person (a)

arising-qut of .or relating:to any investigatory or remedial action involving the Propetty, the operations conducted on the

Property, of any-other éperations of Indemnitor or any Occupant and required by Environmental Laws or by orders of any

govemmental, authorrty having jurisdiction under any Environmental Laws, including without limitation any natural resource

damages, of (b} arising out‘of or related to any noncompliance with or violation of Environmental Laws or any applicable

perrmts or approvals, oF (c) on account of injury to Lender or any person whatsoever or damage to any propsry ansmg out

of, in connection with, or iri"any ‘way relating to (i) the breach of any covenant, representation or warranty contained in this

Agreement, (ii) the vnolatlon of any:Environmental Laws, permits, authorizations or approvals, (jii) the use, treatment, storage,
gereration, manufaciure, ranspor, release, spill, disposal or other handling of Hazardous Substances on the Property, or {iv)

the contamination of any of the Property by, or the presence, release or threatened release of, Hazardous Substances by any
means whatsoever (Bxplicitly: ircluding without {imitation any presently existing contamination of the Property, whether or not
praviusly disclosed to Lender}, o (d) pursuant to this Agresmant. 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

heraby releases and waives.all presernit anid-future claims against Lender for indemnity or contribution in the event Indemnitor

becomes liable for cleanup or other costs’ under any Environmental Laws.

PAYMENT: FULL RECOURSE TO INDEMNITOR Indemnitor intends that Lender shall have full recourse to Indemnitor for
Indemnitor's obligations under this:Agreement as they bacome due to Lender. Such liabilities, losses, claims, damages and
expenses shall be reimbursable to Lender ‘as Lenders obligations to make payments with respect thereto are incurred,
without any requirement of waiting for the ultimate outcome of any litigation, claim or other proceeding, and Indemnitor shall
pay such liability, losses, claims, démages afd expenses to Lender as so incurred within thirty (30) days after written notice
from Lender. Lender's notice shall contairi’a bief ftemization of the amounts incurred to the date of such notice. In addition
to any remedy available for failure to pay penodlcafly s0ch amounts, such amounts shall thereafter bear interest at the Note
defalutt rate, or in the absence of a default’ rate..at the Note interest rate.

SURVIVAL. The covenants contained iri. this Agreement shall survive {A) the repayment of the Indebtedness, (B) any
foreclosure, whether judicial or nonjudicial, of the Property ang (C) any delivery of a deed in lieu of foreclosure to Lender or
any successor of Lender. The covenants contained in this Agreement shall be for the benefit of Lender and any successor to
Lender, as holder of any security interest in the. Property or thé indebtedness secured thereby, or as owner of the Property
following foreclosure or the delivery of a deed in heu of foreglosure.

MISCELLANEOUS PROVISIONS. The following muscelianews provisions are a part of this Agreement:

Amendments. This Agresment, togsther 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 Agresment
shall be effective unless given in writing and S|gned by the party or partles sought to be charged or bound by the
alteration or amendment.

Attorneys’ Fees; Expenses. [ Lender institutes any suit or: acbon to: errforce any of the terms cf this Agreement, Lender
shall be entitled to recover such sum as the court may: ad;udge reasonable as attorneys’ fees at trial and upon any
appeal. Whsther or not any court action is involved, and 1o the extent not prohibited by law, all reasonable expenses
Lender incurs that in Lendar's opinion are necessary at any:tire for the: protection of its interast or the anforcement of its
rights shall become a part of the Indebtedness payable on demand and shll bear interest at the Note rate from the date
of the expenditure until rapaid. Expenses covered by this paragiaph ifclude; without limitation, however subject to any
limits under applicable law, Lender's attomeys' fees and Lender's Iegal expshses, whether or not there is a lawsutt,
including attomeys' fees and expenses for barkruptcy proceedings: (including efforts to modify or vacate any automatic
stay or injunction), appeals, and any anticipated post judgment collection services, the cost of searching records,
obtaining fitle reports (inciuding foreclosure reports), surveyors’ reports, and appraisal fees and title insurance, to the
extent permitted by applicable law. Indemnitor also will pay any court oosts |n addltren to all other sums provided by
law.,

Caption Headings. Caption headings in this Agresment are for convenience purposes oniy and are not to be used to
interpret or define the provisions of this Agreement.

Governing Law, This Agreement wili be governed by federal law appncable to Lender and, to the extent not
preempted by federal law, the laws of the State of Washington without regard- to Its conﬂlcts of law provisions.
This Agreement has been accepted by Lender In the State of Washington.

Choice ot Venue. If there is a lawsuit, Indemnitor agrees upon Lender's request to submrt to lhe junsdlctlon of the
courts of San Juan County, State of Washington.

Joint and Several Liability. All obligations of Indemnitor under this Agreement shall be: Jornt and “saveral, and all
references to Indemnitor shall mean each and every Indemnitor. This means that each !ndemnrtor signlng below is
responsible for all obligations in this Agresment.

No Walver by Lender. Lsnder shaill not be deemed to have waived any rights under this Agreement unless such waiver

is given in writing and signed by Lender. No delay or omission on the part of Lender in exercising any Tight shall operate
as a waiver of such right or any other right. A waiver by Lender of a provision of this Agreement shall ngt’ prejudrce or
constitute a waiver of Lender's right otherwise to demand strict compliance with that provision or, any ottier provision of
this Agreement. No prior waiver by Lender, nor any course of dealing between Lender and Indemnitr; shall conatitute a
waiver of any of Lender's rights or of any of Indemnitor's obligations as to any future transactions: Whenever ‘the
consent of Lender is required under this Agreement, the granting of such consent by Lender in any instehge shalf-nét
constitute continuing Gonsent to subsequent instances where such consent is required and in all cases _siich_donsent
may be granted or withheld In the scle discretion of Lender. Indsmnitor hereby waives notice of aceeptance of, Ihls
Agreement by Lender.

Notices. Subject to applicable law, and except for notice required or allowed by law to be given in another manner any C g
notice required to be given under this Agreerment shall be given in writing, and shall be effective when actuallydelivered,” :
when actually recelved by telefacsimile (uniess otherwise required by law), when deposited with a nationally recogriized ;.-
overnight courier, or, i mailed, when deposited in the United Siates mail, as first class, cerified or registered mail” -
postage prepaid, directed to the addresses shown near the beginning of this Agreement. Any party may change s
address for notices under this Agreement by giving formal written notice to the other parties, specifying that the purpose .~

of the notice is to change the party’s address. For notica purposes, Indemnitor agrees to kesp Lender informed at:alf
times of Indemnitor’s current address. Subjact to applicable law, and except for nofice required or allowed by law to be
given in another manner, If there is more than one Indemnitor, any notice given by Lender to any Indemnitor is deemed

L
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] _=:_tc'|"'bs~'notice given to all Indemnitors.

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 offending provision illegal, invalid, or

Junenforceable as to any other circurnstance. If feasible, the offending provision shall be considered modified so that it
. becomes legal, valid and enforceable. [f the offending provision cannot be so modified, it shall be considered deleted
¢ from this Agreement. Unless otherwise required by law, the illegality, invalidity, or unenforceability of any provision of this
: Agreement shall not affect the legality, validity or enforceability of any other provision of this Agreement.

“Successors and Assigns. Subject to any limitations stated in this Agreement on transter of Indemnitor’s interast, this
Agreament shall-be-binding upon and inure to the benefit of the parties, their successors and assigns. If ownership of
the Property becomes vested in a person other than Indemnitor, Lender, without notice to Indemnitor, may dea! with
Indermmitor's successors with reference to this Agreement and the Indebtedness by way of forbearance or extension
withoit réleasing:indémnitor from the obligations of this Agreement or liability under the Indebtedness.

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

DEFINITIONS. The fcllowmg cap|ta||zed words and terms shall have the following meanings when used in this Agreement.

Uniless specifically stated:to:the ‘contrary, all references to dollar amounts shall mean amounts in iawful money of the United
States of America.- Words'arkj terms. used in the singular shall include the plural, and the plural shail 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 Commermal Coade:

Agreement, The word "Agreement“ means this Hazardous Substances Agreemsent, as this Hazardous Substances
Agreernent may be amended or: moditied from time to time, together with ali exhibits and schedules attached to this
Hazardous Substances Agreement from tima to time.

Environmental Laws. The:words "Environmenta! Laws" mean any and all state, federal and local statutes, regulations
and ordinances relating 1o the protectlon of human health or the environment, including without limitation the
Comprehensive Environmentsl-Responss, Compensation, and Liability Act of 1980, as amended, 42 U.S.C. Section
9601, et seq. ("CERCLA"), the.Superfund-Amendments and Reauthorization Act of 1886, Pub. L. No. 99-499 {"SARA"),
the Hazardous Materials Transportaﬂon Act, 49 U.S.C. Section 1801, et seq., tha Resource Conservation and Recovery
Agt, 42 L.5.C. Section 6901, et seq or othar apphcable stato or federal faws, rules, or reguiations adopted pursuant
thersto.

Hazardous Substances. The words "Hazardoug Substances" mean materigls that, because of their quantity,
concentration or physical, chemical or 1nfectlous characteristics, may cause or pose a present or potential hazard to
human health or the environment when improperly -used, treated, stored, disposed of, generated, manufactured,
transported or otherwise handled. The words "Hazardous Substances® are used in thelr very broadest sense and
include without limitation any and ali hazardous or-foxic substances, maferials or waste as defined by or listed under the
Environmental Laws. The term "Hazardous Substances aiso inciudes, without limitation, petroleum and petroleum
by-products or any fraction thereof and asbesfos '

Indebtedness. Ths word "Indebtedness” means all principal, interest, and other amounts, costs and expenses payable
under the Note or Related Documents, together with all renewals-of, extensions of, medifications of, consolidations of
and substitutions for the Note or Related Documents and any amol.'i'nts expended or advanced by Lender to discharge
Indemnitor's obligations or expenses incurred by Lender fo-enforce. lndemmtors obligations under this Agreement,

together with interest on such amounts as provided in this Agraement

Lender. The word "Lender" means 1ISLANDERS BANK . its. successars and assigns.

Note. The word "Note" means the Note executed by Arthur L Tlmmons Margherita M Timmons, Jerry A Zwiers and
Teresa H Zwiers in the principal amount of $510,000.00 dated June’ 14,-2007, together with all renewals of, extensions
of, modifications of, refinancings of, consolidations of, and substitutions for the note or credit agreement,

Occupant. The word "Occupant’ means individually and collsctlvely all persons or entities ocoupying or utilizing the
Property, whether as owner, tenant, operator or other occupant,

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

Real Property. The words "Real Property" mean the real propeny, mterasls and nghts as further d%crlbed in this
Agreement,

Related Documents. The words "Related Documents” mean all promissory notes credlt agreements loan agreements,
environmental agresments, guaranties, security agreements, mortgages, -deeds of trust.security deeds, collateral
mortgages, and all other instruments, agresments and documents, whether now or hereaf:er existing, executed in
connection with the Indebtedness.

EACH PARTY TO THIS AGREEMENT ACKNOWLEDGES HAVING READ ALL THE PROWSIONS OF THIS AGREEMENT,
AND EACH AGREES TO ITS TERMS. NO FORMAL ACCEPTANCE BY LENDEFI IS NECESSARY TO MAKE THIS
AGREEMENT EFFECTIVE. THIS AGREEMENT IS DATED JUNE 14, 2007.

BORROWER:

"I"eresa H Fwiers

\lﬂll Ik mu\m; T
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LENDER: .

ISLANDERS BANK

- e
REY

Phyllis-Davis, Senjor Vice Pfesident

INDIVIDUAL ACKNOWLEDGMENT

STATE OF /U}é':—f
' )88

COUNTY OF c::lr-«'-/‘ w\/ )

On this day before me, the unde'rmgned Notafy Public, personally appeared Arthur L Timmons; Margherita M Timmons;
Jerry A Zwiers; and Teresa H: Zwiers, personally known to me or proved to me on the basis of satisfactory evidence to be
the individuals descrlbed in and who executed the Hazardous S%?Bpes Agreement, knowledged that they signed

STATE OF _(LJASHINIE T A 5 Er

COUNTY OF __ SAA Juani FEC A

On this /4 day of \LUME s e S 20077 | before me, the undersigned
Notary Public, personally appeared ___ PAIYLLIS DAVIS ™ s and personally known to me
or proved to me on the basis of satisfactory evidence to be the Sg E L{!Qg' '9@&5!&5&{ authorized agent for

the Lender that executed the within and foregoing instrument and acknowledged said instrument to be Ihe free and voluntary
act and desd of the said Lender, duly authorized by the Lender through iis: board of directors or otherwise, for the uses and

purposes therein mentioned, and on oath stated that he or she is authorlzed to execute this said instrument and that the seal
affixed is the corporate seal of said Lender.

By tﬂ’)a)u.&m M .FlesIdlng at E_fd&/_@ﬁﬂ_

{
Notary Public igand for the State of [LUJA My oommfssfon expires _920-7Zc07

A,
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