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. MODIFICATION AGREEMENT FOR DEED OF TRUST
(Cross-Default / Cross-Collateralization)

This Modification Agreement is dated as of July 27, 2009, by and between U.S. Bank
National -Association (“Beneficiary”) and Chaffey Homes Incorporated, a Washington
corporation (“Tfﬁs;off)_._ :

RECITALS

A, By the: terms of that certain Construction Loan Agreement dated April 12,
2006, ‘as amended and modified from time to time, between Trustor and
Beneficiary, and th_at certain note, and other loan documents, Beneficiary
has made ‘a loan to Trustor in the amount of $6,497,532.89. The loan is
secured by a deed of trust dated April 12, 2006 from Trustor, in favor of
Beneficiary recorded-in’the office of the Recorder of Skagit County,
Washington as ddcument“No 200605120033 (the “Deed of Trust”); and

B. By the terms of those: certam other loan agreements, as modified from
time to time, by and among Trustor, Chaffey Development Corporation, a
Washington corporation (“CDC”), Chaffey Customs LIL.C, a Washington
limited Hability company * (“Customs”), Chaffey Arizona, Inc., a
Washington corporation (“Arizona™), Glacier Ridge, LLC, a Washmgton
limited liability company (“Glacier”), Noll Valley, LLC, a Washington
limited liability company (“Noll”), The Estates at Gig Harbor, LLC, a
Washington limited liability company (“Estates™) and Clear Creek Estates,
LLC, a Washington limited liability company (“Clear Creek”; collectively
with Trustor, CDC, Customs, Arizona, Glacier, Noll, and Estates referred
to as the “The Borrower Group™) and Beneficiary as set forth on Schedule
1 attached hereto, and those certain promissory notes, and other loan
documents issued in connection with the loans set forth on Schedule 1
(other than the loan referred to in Recital A above), Beneficiary made
those certain other loans to each and every other member of The Borrower
Group in the principal amounts set forth therein and. sccured by. those
several deeds of trust recorded in the office of the Recorder of Pierce
County, Kitsap County, Skagit County, Snohomish County, King County,
Washington and Maricopa County, Arizona {collectively referred to as the
“Other Deeds of Trust”); and o

C. Trustor and Beneficiary have agreed to modify the Deed of. ..Trll's;t' to
provide for cross collateralization and cross-default of the obligations"

secured by the Deed of Trust with the obligations secured by the Other :

Deeds of Trust.
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: THEREFORE, Trustor and Beneficiary agree as follows:

"#1. - "ADDITIONAL SECURITY - OTHER DEEDS OF TRUST. In

.~ - addition to the obligations secured by the Deed of Trust, the Deed of Trust

"~ shall also secure the payment and performance of all obligations secured

~" by the Other Deeds of Trust, as defined in Recital B, and which Other

Deeds of Trust, including their recordation information, are identified

spec1ﬁcally on Schedule 1, attached hereto and incorporated herein by this
reference

2. ADDITIONAL SECURITY — DEED OF TRUST. In addition to the
obligations se(_:ure__d.._by the Other Deeds of Trust, the Other Deeds of Trust
shall also secure the payment and performance of all obligations secured
by the Deed of Trust

3. DEFAULT - OTHER DEEDS OF TRUST. A Default under any one or
all of the Other I__Jeed_s of Trust, as defined therein, shall, at Beneficiary’s
option, constitute a Default under the Deed of Trust.

4. DEFAULT - DEED OF FRUST. A Default under the Deed of Trust, as
defined therein, shall, at Beneficiary’s option, constitute a Default under
any one or all of the Other Deeds of Trust.

5. WAIVER OF MARSHALLING RIGHTS. Trustor waives all rights to
have all or part of the property covered by the Deed of Trust and/or by the
Other Deeds of Trust (described -in . each- of said deeds of trust,
respectively, as the “Subject Property”),. marsha]led upon any foreclosure
of the Deed of Trust or the Other Deeds of Trust. Beneficiary shall have
the right to sell, and any court in which foreclosure proceedings may be
brought shall have the right to order a sale of the Subject Property of each
or all of said deeds of trust, or any part thereof, as a whole or in separate
parcels, in any order that Beneficiary may designate. Trustor makes this
waiver for itself, and for all persons and entities ¢laiming through or under
Trustor, and for persons and entities who may acquire a lien on all or any
part of the Subject Property described in any of the deeds of trust, or on
any interest therein. : i

6. INSPECTIONS AND APPRAISALS. The following is hereby mserted
as Section 6.14 of the Deed of Trust: o

Each deed of trust for the Loans, to the extent not included rhefei_n; shall e
be amended to include the following section therein where appropriate:. .

“Borrower aprees that the Bank shall have the right
to obtain, at Borrower’s expense, an appraisal of the

: MR
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Property, prepared by an appraiser acceptable to the
Bank and in_ substantial conformance with
gsovernmental regulations applicable to the Bank
and approved by Bank at anv time that (a) an event
. of default has occurred hereunder or under the [.oan
“ Documents. (b) any damage or destruction of the
" Property occurs, (c) Bank determines in_its sole

.-Opinion_that_the security for the Note has been

“physically or financially impaired in any material
“manner, or (d) such appraisal is required by then
_clirrént banking laws or regulations. In the event
" _that ‘Bank shall elect to obtain such an_appraisal,
Bank may 1mmcd1atelv commission an _appraiser
accentable to Bank, at Borrower’s cost and expense,
Lo prepare the ‘appraisal and Borrower shall fully
cooperate with Bank and the appraiser in obtaining
the ncccssa_ry mformauon to prepare such appraisal.
In the event that Borrower fails to cooperate with
Bank in obtaining such an appraisal or in the event
that Borrower shall fail to pay for the cost of such
appraisal and Bank’s intemal appraisal review fee,
immediately upon ‘demand, -such event shall
constitute an event of default hereunder and under
the Loan Documents and Bank shall be entitled to
exercise all remedies available to it under the Loan
Documents. In the event that any such .appraisal

shall determine that the then outstandmg p_rincrpal

balance of the Loan Commitment, . together with the
undisbursed portion _of the Loan Commitment

which Bank may be obligated to disburse: (o
Borrower in _accordance with the : terms émd
conditions thereof or the Loan Dogcuments

greater than the lesser of 75% of the fair market

value of the Property or 75%_of the discounted
value or 90% of the cost of the Improvements.and -

the Borrower fails to prepay. within ten (10) -

business_days after written notice from Bank o -

Borrower, the outstanding principal balance of the
Loan Commitment to the exient necessary to reduce
the sum of said principal balance and such amounts
Bank may be obligated to disburse to Borrower
down to the lesser of 75% of the fair market value

of the Property or 75% of the discounted value or
90% of the cost of the Improvements, such event
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shall constitute an event of default hereunder and

under the Loan Documents, and Bank shall be

entitled to _exercise all remedies available to it

hereunder and under the Loan Documents. In the

. event_such appraisal is required by reason of the

. damage or destruction of a portion of the Property,

= _the fair market value shall be calculated on the
- -Propertv after restoration of the Improvements.”

Notw1thstand1ng the foregoing, Bank agrees that it will not require
Borrower (o remargin the Loans prior to May 1, 2010.

WARRANTIES AND REPRESENTATIONS. Trustor represents and
warrants that the len of the Other Deeds of Trust are a first lien on the
property described therein and covered thereby and that this Modification
Agreement will not cause intervening liens to become prior to the lien of
the Other Deeds of Trust.*If any intervening lien exists or hereafter atises,

Trustor shall cause the. same to be released or subordinated to the lien of
the Other Deeds of Trust, =w_1tl10ut limiting any other right or remedy
available to Beneficiary. Trustor further warrants that Trustor has no legal
or equitable claim against any trustor named in the Other Deeds of Trust
which would entitle Trustor to a judgrnent entitling Trustor to an equitable
lien on all or any portion of that propetty pnor in lien to the Other Deeds
of Trust.

ACKNOWLEDGMENT AND WAIVER’._’ Trustor represents and
warrants to Beneficiary that one or more of the trustors/borrowers for the
Other Deeds of Trust are not the same entity as Trustor. Trustor hereby
waives any and all claims or defenses it'may have to-the cross-defaulting
and cross-collateralization of this loan and the other loans based on the
fact that Trustor and one or more of the trustors for the Other Deeds of
Trust are separate entities and/or individuals. Trustor acknowledges that it
has received actual and sufficient consideration in ‘exchange for the cross-
defaulting and cross-collateralization of this loan to’ the other loans and
acknowledges that there is or may be disparate I:reatment betwecn the
Trustor and the trustors/borrowers under the other loans.”

NON-IMPAIRMENT. Except as supplemented and/or médi‘ﬁed by this
Modification Agreement, all of the terms, covenants, and conditions *
contained in the Other Deeds of Trust and any loan documents executed in v
connection therewith shall remain in full force and effect. : :
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EXECUTION IN COUNTERPART. This Agreement may be executed

.. in any number of counterparts, each of which when executed and
* "delivered will be deemed to be an original and all of which, taken
.~ :together, will be deemed to be one and the same instrument.



"‘Benefic1ary
u. S BANK NATIONAL ASSOCIATION

_, 1/1///; i /? // (il

By:

Name: J ayson/Bu

Its: Vice- Pre51dent
“Trustor”

By il

Name: Baba /’f’ Chq 'FEI.'f
Title: Co presiclent

L

WWMWWW

Skaglt County Audltor
8/18/2009 Page 7 of

18 3:03PM




GUARANTOR’S CONSENT

The unders1gncd (“Guarantor’”) consents to the foregoing Modification Agreement and
the transactions ‘contemplated thereby and reaffirms its obligations under the guaranty
(“Guaraniy”) and its waivers, as set forth in the Guaranty, of each and every one of the
possible defenses to such obligations. Guarantor further reaffirms that its obligations
under the Guaranty are separate and distinct from Borrower’s obligations.

AGREED:

Dated: July 27, 2009

Name: fzabwi— ("hrnC-Pz\_{
Title: Co- P'L'::.-_,V(me'

Name: Robevt Cnatffey
Title: Co- Peesiolif

(T
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'.CHAFFEY CuU STOMS LLC

Name B,Ubu“i' CLL&FGCL{

Title: - Memsber [ anaqep
By: i

Name: Lic haffi e o £ée 4
Title: Meim L:w.f / WL dun cum//

Name: ﬁabw{' Cira (—(—‘z-{ -
Title: (c- Dfiside'—ﬂ"'

W
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HAZARDOUS INDEMNITOR’S CONSENT

The unders1gned '(“Indemnitor”) consents to the foregoing Modification Agreement and
the transactions- coritemplated thereby and reaffirms its obligations under the Unsecured
Real Estate Envuonmental Indemnity (“Indemnity”) dated April 12, 2006, and its
waivers, as set forth in. the Indemnity, of each and every one of the possible defenses to
such obligations: Indemmtor further reaffirms that its obligations under the Indemnity are
separate and distinct from _Borrower s obligations.

AGREED:.

Dated: July 27, 2009

“Indemnitor”

9
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'STATE OF 'WASI—[[NGTON )

COUNTY OF Ki

I certlfy that I know or have satisfactory evidence that QO b"’d (hfi@fls the

person who appeared before me, and said person acknowledged that he s1gned this
instrument, on dath’ statedy thah he,was authorized to execute this instrument, and
acknowledged -it as: theMﬁf CHAFFEY HOMES INCORPORATED, a
Washington corporation; to-be the free and voluntary act of such party for the uses and
purposes mentioned int the mstmment

Date: %"L“\ 2/0) ﬁarma M. Shwve

T nt or stamp Qf 0

SSONELY g
SRR
SRS AR NOTARY PUBLIC in arld for mé—dtate of
S oeEG W RO
e oY 30
X3 § TeotZ” Was}ungton residing at: { VK’ Wj
. A":-‘g’.‘ ’ i Do T
; X! e
% U;;fcpo "‘2395?___' - My appointment expires: / ZL)/ ©9
"-",—“;! T \v’b;‘f' :

N
Fn g
R

-
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I certify “thdt [ know or have satisfactory evidence that Jayson Buechler is the
person who appeared. before me, and said person acknowledged that he signed this
instrument, on oath"stated that he was authorized to execute this instrument, and
acknowledged it as the. Vice-President of U.S. BANK NATIONAL ASSOCIATION, to
be the free and voluntary act of such party for the uses and purposes mentioned in the
instrument. S

- Kt g

~NOTARY PUBLIC fn'anl fgr the State of
Wzish_ington, residing at: \S@?‘f'f//{ &Uﬁ

My éppoint_.méﬁt"éxpires: By, e,

WA
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EXHIBIT A
(Property Description}

Real propfei’ty= irf__ the C_o_unty of Skagit, State of Washington, described as follows:

Lots 1-26, 54, 67-78 and Tracts 905, 907 and 909, MONTREAUX PHASE 1,
according to the plat -thereof, recorded July 23, 2007, under Auditor’s File No.
200707230124, records of Skagit County, Washington.

CH54814.2
214164.10003

.
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Schedule 1
Loans to Trustor and The Borrower Group

CHs48142 "
214164-10003

T —
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