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CONSTRUCTION DEED OF T8 UST, ASSIGNMENT OF LEASES AND RENTS, SECURITY
REEMENT, AND FIXTURE FILING

GRANTOR: Highland Greens NW, LLC

GRANTEE #1 (Trustee): icago Title Company

GRANTEE #2 (Beneficiary): =:}‘UMB IA STATE BANK

ABBREVIATED LEGAL DESCRIPTION: Highland Greens DIV 1 PH. A

Full Legal Beseri ibit A attached hereto ? ;, A3
ASSESSOR’S TAX PARCEL ID
NUMBER: P131903/6018-

131906/6018-000-000-0014, and
P131910/601 8-000:0005
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B: BE ADVISED THAT THE PROMISSORY NOTE SECURED BY THIS DEED OF TRUST
FOR A VARIABLE OR ADJUSTABLE RATE OF INTEREST AND INCLUDES A
LINE OF CREDIT. UNDER THE REVOLVING LINE, BENEFICIARY WILL MAKL
VANCES TO GRANTOR, WHICH MAY BE REPAID AND SUBSEQUENTLY

UCH REDUCTIONS. HOWEVER, NOTHING HEREIN SHALL BE
CONSTRUED A GATING BENEFICIARY TO MAKE ANY FUTURE ADVANCE TO

GRANTOR.

Loan Number:

SECURITY AGREEMENT, AND
by Highland Greeas NW, LLC, i
Southcenter Parkway, Smte 210, Tukwila) ¥

iLING (thls “Deed of Trust"), is made as of June 25, 2015
iigton limited liability company, whose address is 16400
8% (“Grantor’); to Chicago Title of Washington whose
, andg its successors in trust and asmgns (“Trustee"), for
the benefit of COLUMBIA STATE BAN
98104 Attn: David Adams (“Beneficiary”

l. Granting Clause. For good and val
which is hereby acknowledged, and in order to seg ted Obligations (as defined in Sgction 4
evidenced by the Note (as hereinafter
wwéﬁr and hereunder, and to secure the

¢lls, and conveys to Trustee and

performance of the obhgatlons contained herein, Grantor gran
its successors in trust and assigns, forever, in trust, with pov} 1 of Grantor’s estate, right, title,
interest, claim and demand in and to the property located inithe Cousity’ of Skagit, State of Washington
descnbed as follows, whether now eX]Stll'lg or hereafter acquired of thefre erty descrlbed in all parts

herein as the “Properg)”)

1.1 Land and Appurtenances. The land desc .
tenements, hereditaments, rights-of-way, easements, appendages and appurte
any way appertaining, including, without limitation, all of the right, title an
any avenues, streets, ways, alleys, vaults, strips or geres of land ad_lommg
demands of Grantor either in Jaw or in equity in possession or expectancy of, in

1.2 Improvements and Fixtures. All buildings, structures and sth
now or hereafter erected on the property described in Section 1.1 above, and alt»
machinery, apparatus, installations, goods, furniture, and equipment, and other propertie;
nature (including, without limitation, all heating, ventilating, air conditioning, plumbin
equipment, all elevators and escalators, all sprinkler systems, all engines and motors, all ligl
cleaning, fire prevention and fire extinguishing equipment, all ducts and compressors, all ref
stoves and other appliances, attached cabinets, partitions, rugs, carpets, blinds and draperies, al b&
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“and supplies, and all construction materials and equipment), new or hereafter located in or used
of procured.for use in connection with that property, it being the intention of the parties that all propeity of
He character iereinabove described which is now owned or hereafier acquired by Grantor and which is

ed to or used in connection with the property described in Section 1.1 above shall be,
ecome a portion of that property and shall be covered by and subject fo the lien of this Deed
thér ‘with all contracts, agreements, permits, plans, specifications, drawings, surveys,
s*and other work products relating to the construction of the existing or any future
he “property described in Section 1.1, any and all rights of Grantor in, to or under any
truction contracts relating to the construction of the existing or any future
described in Section 1.1, and any performance and/or payment bonds issued
in connection the ) with any and al] rights of Grantor, without limitation, to make claim for,
collect, receive and receipt &r any and all rents, income, revenues, issues, royalties, profits, including
profits, insurance proceeds, condemnation awards and other moneys payable
or receivable from or &n.at iizy of the foregoing, including interest thereon, or to enforce all other
provisions of any agreement’ (inclu: ng those referred to above) affecting or relating to any of the

ection. Any and all rights of Grantor, without limitatios,
- any and all rents, income, revenues, issues, royalties, and
and profits, insurance proceeds, condemnation awards and
aceount of any of the property described in Sectiong 1.1
“ali*other provisions of any other agresment {including
felating to any of the property described in Sectjons 1.1
or other proceeding for the collection of such moneys or

_agreement, award or judgment, in the name of Grantor or
otherwise, and to do any and all things which Grantor is ay be or becoié entitled to do with respect
thereto, provided, however, that no obligation of Graptor under. the provisions of any such agreements,
awards or judgments shall be impaired or diminishgd iereof, nor shall any such obligation be
imposed upon Trustee or Beneficiary; and

profits, including mineral, oil andsg
other moneys, payable ot receivable
and 1.2, including interest thereon, or tg
those described in Section 1.2 above) affec

for the specific or other enforcement of any

rantor in any and ail accounts,
Ticenses, contracts, agreements
15 .1, L2 and 1.3, including,
ot the property-described
the property described in
fibed in Sections 1.1 and

14 Accounts and Income. Any an
rights to payment, contract rights, chattel paper, documents instrume
and general intangibles relating to any of the property describe in
without limitation, income and profits derived from the operation-afasy ba
in Sections 1.1 and 1.2 or attributable to services that occur or are prv. ed 1«
Sections_{.1 and 1.2 or generated from the use and operation of the erty d
1.2;and

1.5 Miscellaneous Income and Accounts Receivable.
and accounts receivable of any nature whatsoever generated from any of th
limitation, income from concessions, vending machines, coin-operated laun
operated-equipment, storage and parking income, and concession, ticket, sales, and ac

ing, without
q other coin

1.6 Leases. All of Grantor’s rights and interests as landlord 1z
and future leases, subleases, concessions, licenses, rental agreements, franchises, and o
agreements affecting all or any portion of the property described in Sections 1.1 and 1.2 6x.4
and all amendments, modifications, ¢xtensions, renewals, or supplements thereto, whether
and whether for a definite term or month to month (collectively, the “Leases™); including any ¢ albrents
guarantees of the lessees’ obligations (including any and all security thereunder), security:ahd oth
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its;and any other security received or receivable thercunder. In accepting this Deed of Trust neither
Béneficiary nor Trustee assumes any liability for the performance of any such Leases; and

1.7 Declarant Rights. All of Grantot’s right, title and interest in and to any and all
s, and any other rights relating to the Property, whether now existing or subsequently
nd all covenants, conditions, restrictions, development agrecments, laws or other
ng or later enacted relating to the Property, including, without limitation, those
15, and

arising;uf
agreements no
relating te’cesidomini

described in thi&jﬁ@

Bodks and Records. All books and records of Grantor in any form relating to

1.9
the foregoing described

10t 1.

2. Security ‘Ajreeme
property, Grantor, as debtor;.grasits to B
a security interest in all other p

 the extent any of the property described in Section 1 is personal
eficiary, as secured party, a security interest therein together with
operty of whatsoever nature which is located on or used or to be
used in connection with any of the-pr described in Section 1, and any products or proceeds of any
thereof, pursuant to the Uniform Coriimercis}'Code of the state of Washington (the “UCC™), on the terms
and conditions contained herein, exéept.that where any provision hereof is in conflict with the UCC, the
UCC shall control. Beneficiary hereby assign #ecutity interest to Trustee, in trust, for the benefit of
Beneficiary to be dealt with as a portion af the*Property” except as otherwise specified herein. This Desd
of Trust shall be deemed to be a security agreefnent and a fixture filing with respect to all property subject
to the UCC. Information concerning this security interest can be obtained from Beneficiary at the address
set forth in Section 13.2. Grantor authorizes Beneficiary to fife and/or record such financing statements as
Beneficiary deems necessary or advisable to perfect the security, interests herein granted.

3 Assignment of Leases and Rents.

g thie Secured Obligations (as defined
grant, transfer, convey, sell, set over, and

xistirig dnd hereafter arising in and to the
inuing right to collect all
om the Leases and any
deposits thereunder
r may now or shall

ER| Assignment. For purposes of se
below), Grantor does hereby absclutely and unconditionall
assign to Beneficiary all of Grantor’s right, title and interest ncy
Leases, and hereby gives to and confers upon Beneficiary the immediati
the income, receipts, rents, revenues, issues, profits, royalties, and roceed
business conducted on the Property and any and all prepaid reg
(collectively, the “Rents™) now due or which may become due or fo

hereafter (including those Rents coming due during any redemption”perivd)
demand or claim, arising or issuing from ot out of the Leases or from or oyt
thereof, including, but not limited to, minimum rents, additional rents, per
and liquidated damages following default, and all proceeds payable under any pg
loss of rents resulting from untenantability caused by destruction or damage to t
any and all rights and claims of any kind which Grantor may have against any tend;
any subtenants or occupants of the Property, EXCEPTING THEREFROM, any sums wh
provisions of any of the Leases are payable directly to any governmental authority or o
firm or corperation other than the landlord under the Lease. Grantor irrevocably appoirit
true and lawful attorney at the option of Beneficiary at any time to demand, receive and ¢
to give receipts, releases and satisfactions and to sue, either in the name of Grantor or inthg nay
Beneficiary, for all such Rents and apply the same to the Secured Obligations (as defined below

Aogether with
the-Tases or
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ns and Warrantics Re; Leases and Renls.  Grantor

32 Grantor’s_Representati

ts-and warrants that:

(a) As of the date of this Deed of Trust, there are no Leases of the

(b) Grantor has good title to the Rents hercby assigned and good right to
d that no other person, firm, or corporation has any right, title or interest therein; and

Grantor has not previously sold, assigned, tiansferred, mortgaged or
erty, whether now due or hereafter to became due.

's Covenants of Performance Re: Leases and Rents. Grantor covenasis

ve, perform and discharge, duly and punctually, all obligations,
terms, covenants, condition £ the Note and Deed of Trust, of all future Leases approved by
Beneficiary affecting the Pro of Grantor to be kept, observed and performed, and to give
prompt notice to Beneficiary of (iy itife 'an the part of Grantor to observe, perform and discharge
‘document received by Grantor from any tenant or subtenant
It claimed to have been made by Grantor under any future

Leases;

(b) to proiptly deposit and maintain all security deposits or other deposits
under any future Leases received by Grantor from tenants in a segregated trust account in a federally
insured bank or savings and loan association;

by all available means, the prompt and
faithful performance of and compliance with each & gbligation, term, covenant, condition and
agreement in any future Leases by any tenant to be performed pnd Complied with by such tenants, and 1o
notify Beneficiary of the occurrence of any default under any fuituré Leases;

(©) to strictly enforeé”

or proceeding arising under,
igations, duties, or liabililies
fa the name and on behalf

{d) to appear in and defend, wny act
occurring out of, or in any manner connected with any future Leases.of the
of Grantor and any tenant thereunder, and upon request by Beneficiary, 1o«
of Beneficiary, but i all cases at the sole expense of Grantor;

(e) to pay all costs and expenses of Berteficiary, including attorneys’ fecs
in a reasonable sum, in any action or proceeding in which Beneficiary may Ar in comfiection herewith;
and g

{H) to neither create nor permit any lien, charge or nce upon its
interest as lessor under any Leases except the lien of this Deed of Trust or as permitted
Trust.

34 Prior Approval For Actions Affecting or Relating to Leases.
covenants and agrees that it will not, without the prior written consent of Beneficlary {whid!

be withheld in Beneficiary’s sole and absolute discretion):

(a) lease any part of the Property;

-4 -
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(b) amend, modify, renew, or extend the term of any future Lease of the

(c) receive or collect any rents from any future tenant of the Property or
eriod of more than one (1) month in advance of the date on which such payment is
urity deposit in excess of one (1) month’s rent (whether in cash, by tetter of credit or by

any
due, or collgst
promissoy B

pledge, transfer, mortgage, or otherwise encumber of assign future
payments of Rex

waive, excuse, condone, discount, set off, compromise, or in any
y.teriznt under any Leases of the Property, of and from any obligations,
y the tenant to be kept, observed and performed, including the
obligation to pay the Rents thereund 16 manner and at the place and time specified therein; or

manner release or discha

petmit any of the aforementionéd]
modify, or in any way alter the terms't

In connection with any new or modifie
deliver to Beneficiary an estoppel certifica/
from the tenant, both in form and substan
Beneficiary of all Leases. ‘

a-subordination, attornment and nondisturbance agreement
ceptable to Beneficiary. Grantor shall provide copies to

lessee under the Leases should be the
ny other federal, state or local statute
fases assigned hereby, Grantor covenants
artigiges settlement shall be made without
J ohieck in payment of damages for rejection
nd Grantor hereby assigns any
uest of Beneficiary, it will duly

"bz applied to any portion of

35 Rejection of [eases. gven
subject of any proceeding under the Federal Bankmupley Act
which provides for the possible termination or rejectiori.of th
and agrees that in the event any of the Leases is so reje
the prior written consent of the Beneficiary; and further that a
of any such Lease will be made payable both to Grantor and
such payment to Beneficiary and further covenants and agrees'that, ups
endorse to the order of Beneficiary any such check, the proceeds.of whit
the indebtedness secured by this Deed of Trust as Beneficiary may elect.

16 License to Collect Rents. So long as there
the Note or this Deed of Trust, Grantor shall have the right under a licetse-gri
provided in Section 3.7 below), to collect, but not prior to accrual, all of the/Ry
said Leases, or any renewals, extensions, and replacements thereof, or from
part thereof, and Grantor shall receive such Rents and shall hold them, as we
receive them, as a trust fund to be applied, and Grantor hereby covenants to so
Beneficiary, first, 1o the payment of taxes and assessments upon said Property befoh
due thereon: second, to the cost of insurance, maintenance and repairs required by the tern
Trust; third, to the satisfaction of all obligations specifically set forth in the Leases
payment of interest and principal becoming due on the Note and this Deed of Trust, befdy
of the same for any other purposes.

ted.tiereby (but limited as
(s arising from or out of
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3.7 Termination of License. Upon an Event of Default under the Note or this Deed
neficiary, at its option and without notice, shall have the complete right, power and authority
rcise and enforce any or all of the following rights and remedies at any time:

) (a) to terminate the license granted to Grantor to collect the Rents without
the Property, and to demand, collect, receive, sue for, attach and levy against the Rants
hame; to give proper receipts, releases and acquittance therefor; and after deducting
rapér costs and expenses of operation and collection as determined by Beneficiary,
eys' fees, to apply the net proceeds thereof, together with any funds of Grantor
on any indebtedness secured hereby and in such order as Beneficiary may

including teasonab
deposited with Be
determine; '

its option, exercise all.g¥ ! ights and remedies contained herein or in the Note;

ut regard to the adequacy of the security or the solvency of
roceeding through any person or by agent, or by the Trustee, or by
and without regard to Grantor’s possession, to enter upon, take
possession of, manage and opes; e Property ot any part thereof, make, modify, enforce, cancel or
accept surrender of any Leases now-of hereafterin effect on said Property or any part thereof; remove and
gvict any tenant; increase or decreasé Retits: decorate, clean and repair, and otherwise do any act or incur
any costs or expenses as Beneficiary shail deem pfoper to protect the security hereof, as fully and to the
same extent as Grantor could do if in possgssi in such event, to apply the Rents so collected in such
order as Beneficiary shall deem proper to<thg“operation and management of the Property, including the
payment of reasonable management, brokerige.and attorneys fees, payment of the indebtedness under the
Note and this Deed of Trust, and payment to 2.keserve fund=for replacements, which fund shall not bear
interest; and '

Grantor, with or without any éetign
a receiver to be appointed by u"c

{d) require Grantor t curity deposits to Beneficiary, together

with all records evidencing such deposits.

this Deed of Trust, with all of
try upon and taking possession
eneficiary a “mortgagee in

Provided, however, that the acceptance by
the rights, powers, privileges and autherity so created, shall
of said Property by Bencficiary, be deemed or construed
possession,” nor thereafter or at any time or in any event abligate B ppear in or defend any
action or proceeding relating to the Leases or to the Property, or to ta ereunder, or to expend
any money or incur any expenses or perform or discharge any obligatien,.duty or: Bility under the Leases,
or to assume any obligation or responsibility for any security deposits or other it delivered to Grantor
by any lessees thereunder and not assigned and delivered to Beneficiary; nor ali Benefigiary be liable in
any way for any injury or damage to person or property sustained by an; rsons, firm or
corporation in or about the Property; and

Provided further, that the collection of the Rents and applicatio:
entry upon and taking possession of the Property shall not cure or waive any default; &
affect any notice of default required under the Note and Deed of Trust; or invalidate ari
to such notice. Although the original default be cured and the exercise of any such right
discontinued, the same or any other right or remedy hereunder shall not be exhausted and ma
at any time and from time to time following any subsequent default. The rights and power ‘
Beneficiary hereunder are cumulative of and not in lieu of any other rights and powers -Otherwise, gra
Beneficiary. A demand by Beneficiary of any tenant for payment of rents by reason of any defaul

-6-
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péficiary shall be sufficient direction to said tenant to make future payments of all rents to
iary without the necessity for further consent by or notice 1o Grantor.

38 Appointment_of Aftorney-in-Fagt. Grantor hereby constitutes and appoints
rue and lawful attorney- in-fact, coupled with an interest of Grantor; and in the name, place
fot, to subordinate at any time and from time to time, any Leases affecting the Property or
ien of this Deed of Trust, or any other deed of trust encumbering the Property, or to
“he Property; and to request or require such subordination where such option or
Grantor under any such Leases, or in any case where Grantor otherwise would
dvilege so to do. This appointment is to be irrevocable and continuing and these
Il be exclusive in Beneficiary, its successors and assigns as long as any
ereby shall remain unpaid. Grantor hereby warrants that it has not, at any
ised any right to subordinate any such lease to this Deed of Trust or ic
and further covenants not to exercise any such right.

have the right, pop¢
rights, powers &l

part of the indebtednes
time prior to the date h
any other deed of trust

39 Irdemnificgiion, Grantor, and if Grantor is a partnership, each general partner

") hereby agrees to indemnify and hold Beneficiary harmiess
ge“or expense which Beneficiary may incur under or by reasorn or in
mands-whatsoever which may be asserted against Beneficiary arising
{6, any claims by any tenants of credit for rental for any period
sodit, paid to and received by Grantor, but not delivered to
Beneficiary. Should Beneficiary incur any such lity, less, damage, or expense, the amount thereof
(including reasonable attorneys’ fees) withi intérest thereon at the Default Rate specified in the Note, shall
be jointly and severally payable by the Indémuitors immediately and without demand, and shall be secured

as & lien by this Deed of Trust.

shall have been paid in full, Grantor
is of existing leases and all future leases
i assign such Leases to Beneficiary upon

7 that the foregoing shall not be
ienment of any and all existing and
and deliver unto Beneficiary upon
instruments, including, but not
eneficiary may deem to be

3.10 Records. Until the Secured
shall deliver to Beneficiary executed copies of any and
upen all or any part of the Property, and Grantor will!
the same terms and conditions as herein contained, pr
construed as defracting from the validity of this instrument as
future Leases. Grantor hereby covenants and agrees to mak
demand and at any time any and all assignments and other
limited to, rent rells and books of account sufficient for the pumpos
advisable for carrying out the purposes and intent of this Deed of Trust

3.11  Merger. It is understood and agreed that ( A
gstates created thereby may be held, directly or indirectly, by or for the-act
which shall have an interest in the fee estate of the Property; or (ii} any othé nt, shall not merge any
Leases or the leasehold estates created thereby with the fee estate in the Pl
indebtedness secured hereby shall remain unpaid, unless Beneficiary shall
merger,

4, Obligations Secured. This Deed of Trust is given for the‘
(collectively, the “Secured Obligations™).

41 Performance and Payment. The performance of the obligations aic
all amounts contained herein and in that certain Revolving Residential Lot Acquisition and
Collateral Pool Facility Agreement which has been executed and delivered by Grantor ct
herewith (the “Loan Agreement™), which provides for revolving acquisition and construction fina

-7-
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il Jots and improvements (together with those improvements described in Section 1.2 above, the
vements”) as more particularly described in the Loan Agreement, and any extensions.
_supplements and consolidations thereof, and the payment of FIFTEEN MILLIO™
i:5,000,000.00), with interest thereon, according to the terms of a promissory note of ever
ade by Grantor, payable to Beneficiary or order, and any and all extensions, rengwalis,

teplacements thereof, whether the same be in greater or lesser amounts {the “Nore”),
a revolving line of credit and contains provision for a variable or adjustable rate of

interest;

Future Advances. The repayment of any and all sums disbursed or advanced or
nefictary subsequent to the execution of this Deed of Trust (i) for the maintenance
. including, without limitation, payment of taxes, special assessments,

roperty), (ii) pursuant to any provision of this Deed of Trust and/or the Loan
itation, for the enforcement of the Note, this Deed of Trust, and Loan

expenditures made.
or preservation Of the™f
utilities, and insurance or
Agreement (including:

sibsis. The payment or repayment and/or performance of any and
sther matured or unmatured, liquidated or unliquidated, direct or
t or seweral) of Grantor to Beneficiary now or hereafter owing under
ow or hereafier executed in connection with the loan
ny agreement pertaining to a Swap Transaction {as
ny master agreement, related schedule, or written
o time be modified, amended, extended, renewed, and
st rate swap transaction, forward rate transaction, or any
i+, options to enter into any of the foregoing transactions,
tion, swap.cap, floor, or collar transaction or simijar

any Swap Contract (as hereinaft
evidenced by the Note. “Swap
hereinafter defined), including, without
confirmation, as any or all of them may ‘ftom
restated. “Swap Transaction” means any
combination of the foregoing transactions,
including, without limitation, any interest =
interest rate management transaction.

4.4 Construction Mortgage. ) f Trust shall constitute a “construction

mortgage” as that term is used in the UCC, RCW 62A.

5. Unsecured Obligations. Notwithstanding = contrary set forth herein or in
any other document which has been executed in connectio n secured hereby, this Deed of

Trust does not and shall not secure: {i) the obligations of MTT.H Thomas L. Tollen III and
any other future guarantors of the loan secured hereby (each * and collectively, the
“Guaraniors”) under any guarantees now or hereafter executed in con ‘the loan secured hereby
(each a “Guaranty” and collectively, the “Guaranties”); (ii) the obt Grantor and Guarantors
under any Certificate and Indemnity Agresments Regarding Hazardous.Substaneés now or hereafter
executed in connection with the loan secured hereby (collectively, the vironmental Indemnity
Agreements”); and (iii) any provision of this Deed of Trust or any agreement is Deed of Trust
that would be considered the “substantial equivalent” of the obligations desczib  {ii) above for
purposes of RCW Ch. 61.24. All of such obligations (and substantial equivalents 1l constitute
the separate, unsecured recourse obligations of Grantor and such other parties and s idenced by
the WNote or secured by this Deed of Trust.

6. Warranties and Covenants of Grantor. Grantor warrants, covenants, an

6.1 Warranties.

{a) Grantor has full power and authority to grant the Property to Ty

-8-
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_ {b) Grantor has a good and marketable fee simple title in and to the
ect only to those matters listed on Schedule B of that certain title insurance policy approved
, Beneficiary in connection with this Deed of Trust and thereafter such other litle

{c) None of the Property is presently, or will during the term of this Deed
Ity or at all for agricultural or farming purposes.

Except as expressly and specifically disclosed in writing by Grantor to

Beneficiary, the om damage and no matter has come to Grantor's attention (including, but
not limited to, knowled vonstruction defects or nonconforming work) that would materially impair
the value of the Prope ity for the loan evidenced by the Note.

Property or materials deliv

G

the proceeds thereof is exclusive]
family or household purposes.

an evidenced by the Note and secured by this Deed of Trust and
&féial, industrial or business purposes and is not for personal,

tor will, at its sole cost and expense, preserve and
2n on the Property and all portions thereof, and will take
ry all documents, that Beneficiary may require in order to
_in this Deed of Trust. or ini any other Loan Doturoent,
er charge, whether superior or-inferior to

ided that Grantor shall have the rightto
Woumbrance or other charge against the
& with due diligence, in which event
wone-or defer payment of such Tien,
o prevent the collection of the
ereof will, by reason of such
it} Grantor, before the date such
ecurity s may be requested

perfect the liens and security interests gra
Grantor shall promptly discharge any len, encunbrance
this Deed of Trust, which may be claimed against the P
contest the amount or validity in whole or in part éf
Property by appropriate proceedings conducted in g
Grantor, upon prior written notice to Beneficiary; “may...
encumbrance or other charge so long as (i) such proceedings
lien, encumbrance or other charge; (ii) neither the Property ne
postponement or deferment, be in danger of being forfeited o fast:
lien, encumbrance or other charge becomes delinquent, gives such.r
by Beneficiary to ensure payment thereof and prevent any forfeiture
thereof.

6.3 Construction. Grantor will continue construetion
expeditious manner and not cease or substantially cease productive construct
than ten {10} days without the prior written consent of Beneficiary, complete
than the Completion Date, as defined in the Loan Agreement, to Beneficiary
with plans and specifications pteviously furnished to and approved by Beneficiary
other terms and conditions of the Loan Agreement.

6.4 Repair and Maintenance of Property. Grantor will keep the oty i
condition and repair, which duty shall include but is not limited to continual cleating; pa
landscaping, repairing and refurbishing of the Property; will complete and not remove or de
make additions to any building or other improvement which is part of the Property, or cons
structure on the Property, without the express written consent of Beneficiary except as contempiated
permitted under this Agreement; will underpin and support when necessary any such buildin

-9.
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fent and protect and preserve the same; will complete or restore promptly and in gooed and
anlike manner any such building or other improvement which may be damaged or destroyed and pay

X aims for labor performed and materials furnished therefor, will not commit, suffer or permit
Property in violation of law; and will do all other acts which from the character or use of
4y be reasonably necessary for the continued operation of the Property in a safe and legal
ific-enumerations herein not excluding the general.

Insurance.

Coverages Required. Grantor will kesp the following insurance
respéct to the Property by an insurance company chosen by Grantor, subject to

coverages in effe
vance company, which approval will not be unreasonably withheld:

Beneficiary’s approval

Prior to completion of the Improvements, course of

ualty, and such other hazards as may be specified by Beneficiary in
ent (100%) of the replacement cost of the Property {with a
ng coverage for materials stored off-site and during transit,
def the policy and as first loss payce under a fender's loss payee
fiere applicable), equipment breakdown (where applicabie},

naming Beneficiary as mortg
endorsement and including agredd.4
and Law and Ordinance (where appticable;

- mipletion of the Improvements, insurance against liss
ucH othier hazards as may now or hereafter be embraced by the
insurance, in an amount equal at all times to the currsni
‘todated on the Property. All such insurance coverage shall (1)

(i)
by fire, vandalism, malicious mischief arg
standard “all risk” or “special form™ poli
replacement value of all improvements then lox
contain a “replacement cost endorsement”, withgut deductigsr'for depreciation, (2) if Beneficiary deems it
applicable, “law and ordinance” coverage and (3) if Beneticiary.deems applicable, equipment breakdown
coverage. All such insurance coverage and endorsepit tain a deductible of not more than Ten

Thousand Deilars ($10,000) per occurrence.,

ce in the maximum amount of
s on the Property, whichever is
special flood hazard area under
ed, and if flood insurance is

{iii) At all times, flo SKTHS!
Insurance coverage available or the full replacement cost of akl improve
tess, if the Property is now or hereafier designated as being lovated wi
the Flood Disaster Protection Act of 1973, s previously or hen
available.

{(iv) After completion of the ts7<loss of rental value
insurance and/or business interruption insurance, as follows: If all or ariy: itigit ofrthe Property is rented
or leased, loss of rental value insurance in an amount equal to six (6) months agigregafe-gross rents from

the Property as is so occupied. [f all or any portion of the Property is ied Y ntor, business
interruption insurance in an amount equal to six (6) months’ net income from et he Property
as is so occupied. The amount(s) of such coverage(s) shall be subject to adjust fropytishe to time at

Beneficiary’s request, to reflect changes in the rental and/or income levels durirg
evidenced by the Note.

) At all times, commercial general public liahi
against ¢laims for bodily injury, death or property damage occurring on, in or about the Propg
coverage for elevators and escalators, if any, on the Property), with the coverage being in an sy
less than Two Million Dollars ($2,000,000) combined single-limit liability coverage per occurt
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er amount(s) as Beneficiary may reasonably require. All such insurance coverage shall contain a
not more than Ten Thousand Dollars ($10,000) per oceurrence,

{vi) Insurance (excluding, however, earthquake insurance, if
excluded in Beneficiary’s sole discretion) against such similar or other hazards, casualties,
niifigencies, in such forms and amounts, as Beneficiary may from time to time reasonably

) Policies. Each insurance policy will be in form and content reasonably
acceptable to BenefiCiary,»and will be issued by a company reasonably acceptable to Beneficiary, which

company shall, sme
the Property is located,"ar
Company in its most rec
its designations, the b
replacement ratings in the

ther:tfiings, be (i) duly authorized to provide such insurance in the state I which
#Yyrated “A™ or befter with a size rating of “VIII” or larger by A.M. Best
ion of ratings (provided, however, that if A.M. Best Company changes
figs or ceases to provide ratings, Beneficiary shall be entitled to seject
reasonable business judgment). Each hazard insurance policy will
include a Form 438BFU st mortgagee endorsement in favor of and in form acceptable to
Beneficiary, and which endersemsnt provides that the policy to which it relates will survive foreclosure of
this Deed of Trust. Each liability.ifisurance policy will name Beneficiary as an additional insured. An
“agreed amount endorsement” W included in any policy containing a co-insurance clause, and Grantor
agrees that any and all co-insura nd “agreed amount endorsements” must be satisfactory to
Beneficiary. If any required property it & coverage is furnished as part of a “planket policy,” either
the blanket policy will include an “agree forsement” or “agreed amount endorsement,” or Grantor
will furnish to Beneficiary a copy of t § “statement of value” for the Property. All required
policies will provide for at least thirty (30) days' written notice to Beneficiary prior to the effective date of
any cancellation or material amendment, whigk term shall include any reduction in the scope or limits of
coverage. Grantor shall furnish to Beneficiary (x) the compleie original of each required insurance policy,
or (y) a certified copy thereof (including all declaration ages; policy forms and endorsements), which shall
include an original signature of an authorized off ) of the insurer, or (z) an uncertified
memorandum copy thereof (including all declaration v forms and endorsements), together with
an original evidence of insurance or certificate of insura orth-the coverage, the limits of liability,
the carrier, the policy number and the expiration date. #ity Tor the indebtedness secured by this
Deed of Trust, Grantor hereby assigns to Beneficiary all r i nce policies, together with all
monies and proceeds thereof, rights thereto and all uneamed turnable upon cancellation (2!
such assigned items constituting part of the “Property™ for purpo

of Trust).

(c) Payment: Renewals. Grantor shall
renewal notices relating to insurance policies. Exceptas the same
6.16 below, Grantor will pay all premiums on insurance policies directly to-the

days prior to the expiration date of each such policy, Grantor shall furnish to/Berd
in a form acceptable to Beneficiary, together with evidence that the renewal pr

(d} Insurance Proceeds.

(@ In the event of any loss, Grantor will
notice thereof to the insurance carrier and Beneficiary. Grantor hereby grants Benefit
attorney, which power of attorney is coupled with an interest and is irrevocable, to makd pro
adjust and compromise any claim, to commence, appear in and prosecute, in Beneficiary
name, any action relating to any claim, and to collect and receive insurance proceeds; prov
that Beneficiary shall have no obligation to do so. If no Event of Default has occurred and is
the immediately preceding sentence shall apply except that Beneficiary shall not be entitled

-11-
Sidds863T



attorney-in-fact and Grantor shall be entitied to participate jointly with Beneficiary in adjusting
ising any claim, and appearing in any proceeding.

{ii) Beneficiary shall apply any insurance proceeds received
& payment of the costs and expenses incurred in the collection of the proceeds and shall
e (the “Net Proceeds™), in its absolute discretion and without regard to the adequacy

(A) The payment of indebtedness sccured hereby,
whether then due . i or not. Any such application of proceeds to principal on the Note shall be
without the imppsi fiy*prepayment fee otherwise payable under the Note, but shall not extend or
postpone the due dates ofthe,d Iment payments under the Note, or change the amounts thereof: or

B The reimbursement of Grantor, under Beneficiary’s
res set forth in the Loan Agreement, for the cost of restoration ot
raceeds at any time assigned to or held by Beneficiary shall be
ay commingle such proceeds with its general assets and shal!
tefest thereof, Beneficiary shall in no case be obligated to see to the
Grantor. Beneficiary may, at its option, condition the
plans and specifications of the reconstruction, contractor’s
s, architects’ certificates, waivers of liens, sworn
statements of mechanics and materialm siich other evidence of costs, percentage completion of
construction, application of payments, satisfa & liens and such other terms and conditions as set forth
in the Loan Agreement or as Beneficiary may gtherwise reasonably require.

prescribed disbursement ¢
repair of the Property. N
deemed to be held in trust,

proper application of any amouft.
reimbursement on Beneficiary’s a
cost estimates, construction budgets :

nt, if any, that insurance proceeds are
erein contained shall be deemed to excuse
provided in Section 6.3, regardless of
uch proceeds are sufficient in amount.

(i) ep
applied to payment of the indebtedness secured hereby, pothi
Grantor from restoring, repairing or maintaining the
whether there are insarance procteds available or
Grantor shall be responsible for any uninsured losses an

Beneficiary or its agenis or
ntants,. aisers, property inspectors and
&po ifi¥pect, examine and audit the

6.6 Right of Inspection. Grantor
independent contractors (including, but not limited to, acc
environmental consultants), at all reasonable times, to enter
Property and the books and records for the Property.

6.7 Preservation of Licenses, Ete. Grantor
requirements necessary to the continued existence and validity of all right
franchises and concessions relating to any existing or presently contemplated
but not limited to aty zoning variances, special exceptions and nonconforming

xecute and
deall such

6.8 Further Assurances. Grantor will, at its expense, fro
deliver any and all such instruments of further assurance and other instruments &
acts, or cause the same to be done, as Trustee or Beneficiary deems necessary ot gdvi
Trustee the Property or to carry out more effectively the purposes of this Deed of Trust.

6.9 Legal Actions. Grantor will appear in and defend any action
before any court or administrative body purporting to affect the security hereof or the rights
Beneficiary or Trustee; and will pay all costs and expenses (the repayment thereof shall be securg:
including, without limitation, cost of evidence of title and any attorneys® fees incurred by Beneficiary

-12-

S14455863.2



Trustee, n a reasonable sum, in eny such action or proceeding in which Beneficiary or Trustee may appear,
any suit brought by Beneficiary or Trustee to foreclose this Deed of Trust.

6.10  Taxes, Assessments and Other Liens. Grantor will pay not later than when dus
ents, encumbrances, charges, and liens with interest, on the Property or any part therenf,

“appear to be or are alleged to be prior and superior hereto, including but not limited to

edbuted by rents of the Property, the Note, this Deed of Trust, or any obligation or part
t | Grantor acknowledges that Beneficiary may retain a tax registration service in
#ent of all real estate taxes and assessments and Grantor shall pay a one-time fee
such service.

 Trust:Expenses, Grantor will pay all costs, fees and expenses incurred by
ithf this Deed of Trust including all such costs, fees and expenses incident to
fBreys’ fees (and the repayment thereof shall be secured hereby).

any default hereunde:

6.12 |
all sums expended hereuri
Default Rate of interest specified

&payment of Expenditures. Grantor will pay immediately and without demand
v Beneficiary or Trustee with interest from date of expenditure at the
tie Mote (the repayment thereof shall be secured hereby).

Encumbrance, Except in connection with the sale of
inéd in the Loan Agreement) in accordance with the terms of
the Loan Agreement, Grantor will not, w r written consent of Beneficiary, which consent may
be given or denied in Beneficiary’s sole,dis giion: sell, transfer or otherwise convey the Property or any
interest therein, further encumber the Propétty-or any interest therein, cause or permit any change in the
entity, ownership or control of Grantor (each; a “Sale or Encumbrance™) or agree to do any Sale or
Encumbrance without first repaying in full the Nite and all other sums secured hereby. In connection with
any Sale or Encumbrance to which Beneficiary is asked t9 cersent, Grantor agrees to pay to Beneficiary,
all costs and expenses incurred by Beneficiary in review! evaluating such matter, whether or nct
such consent is granted, including, withowt limitation; “(i efundable fee of §1,500, which amous
shall be paid by Grantor to Beneficiary upon delivery request for Beneficiary’s consent and
(i) Beneficiary’s reasonable in-house and outside counsel ; eys fees incurred in reviewing and
evaluating such matter. In addition to any other conditions réqui ;
to a Sale or Encumbrance, Beneficiary shall require any on or.éntity that will, after such Sale or
Encumbrance, directly or indirectly hold twenty percent (20% of.the ownership interests in
Grantor to, jointly and severally, unconditionally guarantee the ful '
Deed of Trust and provide an environmental indemnity, each i
Beneficiary (Beneficiary shall be reimbursed upon demand for its re
attorneys’ fees incurred in preparing any such guarantees and environniental s
one such occurrence shall not be deemed a waiver of the right to require consent.
If any Sale or Encumbrance occurs without the prior written consent of Be
any Sale or Encumbrance without the prior written consent of Beneficiary, the Ho
the Beneficiary, be immediately due and payable, and an Event of Default”
occurred under this Deed of Trust and the Note.

6.13  Sale. Transfé
individual Finished Lots and Homes-(as

ities). Consent to any
ny fyfure occurrences.

shia 3
] he' deeried to have

6.14  Additional Information. Grantor agrees to furnish such:
confirmations as may be required from time to time by Beneficiary (including in cormes
potential loan participations or assignments). Grantor agrees to make adjustments in this Deed of.

Note, and the other documents evidencing or securing the loan secured hereby to accommodate any loa
participant’s requirements, provided that such requirements do not substantially vary the economit.terms o1 _
the loan secured hereby.
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6.15  Grantor Existence. As Beneficiary is making this loan in reliance on Grantor's
nce, ownership and control in its existing limited liability company form, Grantor will not
4 liability company structure nor, except as expressly permitted under Section 6.13 above,
ership or control of Grantor, in each case, without the prior written consent of Beneficiary,

necessary to preserve and maintain said limited liability company gxistence and 1o
us:right to carry on its business, including, but not limited to, filing within the prescribed
gports, and paying when due all such taxes. Without limiting the generality of the

or written consent of Beneficiary, which consent may be given or denied in
;. Thomas L. Tollen III shall, directly or indirectly, through one or more
one percent (51%) ownership interest in Grantor and (ii) management

£0C
or Said limi

insure its cg
time all tax.
foregoing, without th

. After completion of the Improvements, the Property shall at ali
arty manager experienced with properties similar to the Property
scretion.

times be managed by Grantor ¢
and acceptable to Beneficiary i

6.18

& Lh%s Deed of Trust, “Hazardous Substance” means any
hazardous or toxic substances, materiah vastes, including, but not limited to, those substances,
materials, and wastes listed in the United Statés Department of Transportation Hazardous Materials Table
(49 CFR 172.101) or by the Environmental Protection Agency as hazardous substances (40 CFR Part 302}
and amendments thereto, or such substances, frdterials an stes which are or become regulated under
any applicable local, state or federal law including, withgut limitation, any material, waste or substance
which is (i) petroleum, (ii) asbestos, (iif) mold, (iv) pdly-chiorin ¢d biphenyls, (v) defined as a “hazardous
waste”, “extremely hazardous waste”, “restricted hazirdous or “hazardous substance” under RCW
Chapter 70.105 (Hazardous Waste Management), RC ‘ “TG:105D (Hazardous Waste Cleanup-
Model Toxics Control Act), or any other similar termy’ prider “any other applicable state laws,
(vi) designated as a “hazardous substance” pursuant to Seclich 311 of the Clean Water Act, 33 US.C.
§1251 etseq. (33 U.8.C. §1321) or listed pursuant to Sectior.307 e Clean Water Act (33 U.B.C.
§1317), (vii) defined as a “hazardous waste” pursuant to Section.1004 ¢ Resource Conservation and
Recovery Act, 42 U.8.C. §6903), or (vili) defined as a “hazardous sy ¢ ‘plirsuant to Section 101 of
the Comprehensive Environmental Response, Compensation, and ty Act, 42 U.8.C. §9601, et seq.
{42 U.S.C. §9601), all as amended, replaced or succeeded, and any othﬁ:..su!}st matter defined a5 2
toxic or hazardous substance or material or pollutant or contaminant undes-affy “federal, state or local
laws, ordinances or regulations or under any reported decision of # state or fi any substance
or matter imposing liability for clean-up costs or expenses on any person o statutory or
common law theory.

b Grantor represents and warrants to Beneficiary that
Grantor’s knowledge, no asbestos has ever been used in the construction, repair ot 4
building, structure or improvement now or heretofore located on the Property; (ii) no Hiza
is currently being generated, manufactured, refined, transported, treated, stored, handlet
transferred, produced or processed on, under or about the Property, except in compl
applicable federal, state and local statutes, ordinances, rules, regulations and other laws,
Grantor nor, to the best of Grantor's knowledge, any other persor of entity has gver caused

any Hazardous Substance to be generated, manufactured, sefined, transported, treated, stored, and
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posed of, transferred, produced or processed on, under or about the Property, except in compliance with

afl applicable federal, state and local statutes, ordinances, rules, regulations and other laws; (iv) Granfor has
ved. any notice of, nor is Grantor aware of, any actual or alleged violation with respect to the
federal, state or local statute, ordinance, rule, regulation or other law pertaining
stances; and (v) neither Grantor nor the Property is subject to any governmentaf or judiciat

gment or lien with respect to the clean-up of Hazardous Substances at or with respect to
ter further represents and warrants to Beneficiary that the foregoing representations and
is Section 6.18(a) are made after and are based upon inspection of the Property by

Grantor will not cause or permit the Property to be used to generate,
manufacture, refine, iransport, (feat, store, handle, dispose, transfer, produce or process any Hazardous
Substance, except in cg we.with all applicable federal, state and local statutes, ordinances, rules,
regulations and other Faws, not shall.Grantor cause or permit, as a result of any intentional or unintentional
act or omission on the part’ofGrantor or any tenant, subtenant or other user or occupier of the Property, a
releasing, spilling, leaking,’ “pouring, emitting, emptying or dumping of any Hazardous Substance
onto the Property or any other ito any waters, except in compliance with all such laws.

(d)
of (i) any Hazardous Substance prablem:

immediately notify Beneficlary if Grantor becomes dwarc
bility with respect.to the Property, (i) any actual-or albeped
violation with respect to the Property o ederal, state or local statute, ordinance; -rule, regulation or
other law pertaining to Hazardous Substances,-Or.4iil} any lien of action with respect to any of the
foregoing. Grantor will, at its sole expens¢, take all actions as may be necessary or-advisable for the civan-
up of Hazardous Substances on or with respect to the Property, including, withaut limitation, all removal,
containment 2nd remedial actions in accordante with alf applicable laws and in all events in a mapner
satisfactory to Beneficiary, and shall further puy or ca 5 be paid all clean-up, administrative and
enforcement ¢osts of governmental agencies with respe rdous Substances on Of with respect to the
Property if obligated to do so by contract or by law. -

{e) For the purposes of inspes Propeity 1o ascertain the acguracy of
all representations and warranties in this Deed of Frusi to Hazardous Substances, and the
observance of all covenants contained in this Section .18, (i) Beneficiary is hereby authorized 10 enter and
inspect the Property, including the interior of any structures, ‘at. ressosiable timey and after reasonable
notice; and (if} if and at any time Hazardous Substances are being. i the Property, Grantor shall
furnish Beneficiary with such information and documenis:as may be yea Snably tequested by Beneficiary
1o confirm that such Hazardous Substances are being handied in ¢ th all applicable federal,
state and Jocal statutes, ordinances, rules, regulations and other laws. ‘Granto '
upon demand for all costs and expenses, including, without limitation;
Beneficiary in connection with any such entry and inspection and the obtai

documents.

@ All of the representations, warranties, covenants, g
in this Section 6.18 shall be in addition to and not limit any representations, warrahtie
and/or remedies in the Environmental Indemnity Agreement.

(e} Notwithstanding anything to the contrary set forth het
other document which has been executed in connection with the loan secured hereby, (i) this
does not secure the obligations and liabilities of Grantor under this Section 6,18 and (ii) the r
warranties, covenants, rights, and remedies in this Section 6.18 shall survive the repayment of t
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iction and reconveyance of the lien of this Deed of Trust and shall not be affected by Beneficiary's
i any interest in the Property, whether by foreclosure or otherwise.

6.19  Financial Statements; Books and Records. Grantor shall keep accurate books
ccount of the Property and its own financial affairs sufficient to permit the preparation of

herefrom in accordance with generally accepted accounting principles (GAAP).
y authorized representatives and independent contractors shall have the right to
- Grantor’s records and books of account at all reasonable times, So long as this
"Il effect, Grantor shall provide to Beneficiary, in addition to any other financial
ér or under the Loan Apgreement, all financial statements and other information
nstruction of the [mprovements.

examine €opy dnd.,
Deed of Trust conti
statements require

#idominium_Provisions. Grantor shall perform all of Grantor’s obligations
ke “Project’s Condominium Documents”’y. (i) any condominium
ey map and plans recorded against the Property, (it) any articles of
ations, and other documents governing the formation or governance
minium created with respect to the Property, (iii) all other
or maintenance of any condominium created with respect to the
any condominium created with respect to the Property.
es and assessments imposed pursuant to the Project’s

“insurance required under Section 6.5 above, Grantor shall
obtain and maintain all insurance required under.the.Project’s Condominium Docurents and RCW 64.34
with respect to the common elements and “owiled by Grantor. In the event of a distribution of property
insurance proceeds to Grantor in lieu of réstafation or repair following a loss to the Property under the
insurance policies maintained under the Prgject’s Condominium Documents, whether to units or o
common elements, any proceeds payable to Grasitor are he v assigned and shall be paid to Beneficiary
for application to the sums secured by this Deed of Trugt w&m irhar or not then due, with the excess, if any,
paid to Grantor. The proceeds of any award or claim-for dathages, direct or consequential, payable to
Grantor in connection with any condemnation or oth i g1l or any part of the Property, whether of
the units or of the common elements, or for any conveyange i lied of condemnation, are hereby assigned
and shall be paid to Beneficiary. Such proceeds shall be applied by Beneficiary to the sums secured by this
Deed of Trust as provided herein. Except after prior written/notice to eneficiary and with Beneficiary's
prior written consent, which consent may be withheld in Beneficiary's sole discretion, Grantor shall not
consent to nor permit (1) any abandonment or termination of any.condOmififuinron the Property or (2) any
amendment or modifications to any Project’s Condominium Docymeits. . Grantor does not pay
condominium dues and/or assessments or other amounts payable: uhder any Project’s Condominium
Documents when due, then Beneficiary may pay them, Any amounts:dishursed by Beneficiary under this
Section shall become additional debt of Grantor secured by this Deéd-of T Unless Grantor and
Beneficiary agree 1o other terms of payment, these amounts shall beay interest fram the date of
disbursement at the Default Rate (as defined in the Note) and shall be payable, wi upon notice
from Beneficiary to Grantor requesting payment. '

documents governing the owner
Property, and {ivy RCW 64.34°
Grantor shall promptly pay, wh
Condominium Documents. In additio

7. Default.

7.1 Definition. Any of the following shall constitute an “Even
this Deed of Trust, the Note and the other Loan Documents (as defined below):

(a) An occurrence of any “Event of Default” (as defined in the

216 -
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’ (b} Any representation or warranty made by or for the benefit of Grantor
-2lsewhere in connection with the loan secured hereby, including, but not limited to, any
% in connection with the security therefor, shall prove to have been incorrect or misleading in

) Grantor or any other signatory thereto shall default in the petformance
agregment contained in this Deed of Trust, the Note, the Loan Agreement, or 2ny
encing the indebtedness secured hereby;

Grantor or any other person or entity liable for the repayment of the
‘spme unable or admit in writing its inability to pay its debts as they

i, 4 voluntary or involuntary petition in bankruptcy, or make a general
be adjudicated bankrupt or insolvent,

harge or lien shall be placed upon or measured by the Note, this
which Grantor does not or may not legally pay in addition

Agreements.

7.2 Bencficiary's and“Trustce’s Right to Perform.  Upon the occurrence of any
Event of Default, Beneficiary or Trustee; butssithout the.obligation so to do and without notice to or
demand upon Grantor and without releasing Grantor obligations hereunder, may: make any
payments or do any acts required of Grantor hereundt anner and to such extent as either may
deem necessary to protect the security hereof (inclt t limitation, obtaining insurance and/or
paying any premiums or charges for insurance requiredto runder this Deed of Trust), Beneficlary
or Trustee being authorized 1o enter upon the Property for such'purp w5 'commence, appear inand defend
any action or proceeding pusporting to affect the security heref or the rights or powers of Beneliciary or
Trustee; pay, purchase, contest or compromise any encumbrarnice, chatge or lien in accordance with the
following paragraph; and in exercising any such powers, pay nEeesIary EXpras , evaploy counsel and pay
a reasonable fee therefor. All sums so expended. skall be payable on degvand by:Granter, and be secuod
hereby (except that advances made under this Section 7.2 to cure defauly under the. Environmeniai
Indemnity Agreements or any guaranties of the loan shall not be secured by thi i of Trust), and bear
interest at the Default Rate specified in the Note from the date advanced-or wpended until repaid. For
clarification, if Beneficiary makes any advances pursuant to this Section 7.2 efault under the
Environmental Indemnity Agreements or any guaranties of the loan evid Note, any such
advances are made on an unsecured basis under the Environmental Indemnity r guaranties of
the loan evidenced by the Note. g

Beneficiary or Trustee in making any payment herein and hereby authoriz
stead of Grantor, in the case of a payment of taxes, assessments, water rates, SeWer T
governmental of municipal charges, fines, impositions or liens asserted against the Propes
such payment in reliance on any bill, statement or estimate procured from the appropriatg
without inquiry into the accuracy of the bill, statement or estimate or into the validi i
assessment, sale, forfeiture, tax lien or title or claim thereof; in the case of any apparent 0 Ahreaten
adverse claim of title, lien, statement of lien, encumbrance, deed of trust, claim or charge Beneficiary.
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s the case may be, shall be the sole judge of the legality or validity of same; and in the case of a
for any other purpose herein and hereby authorized, but not enumerated in this paragraph, such
way'be made whenever, in the sole judgment and discretion of Trustee or Beneficiary, as the case
vance or advances shall seem necessary or desirable to protect the full security intended to
s instrument; provided further, that in connection with any such advance, Beneficiary at its
reby authorized to obtain a continuation report of title and/or an appropriate title
by a title insurance company, the cost and expenses of which shall be repayable by

t

e generality of the foregoing and for the purposes aforesaid in this Section
constitutes Beneficiary as Grantor’s true and lawful attorney-in-fact with
orm, without notice to Grantor, 2ny and all of the foregoing acts in this
and at the times when Beneficiary in its sole discretion may so choose; it
being understood andage s power of attomey shall be a power coupled with an interest and
cannot be revoked and willinod be affected by any disability of Grantor.

ficiary may not make advances secured by this Deed of Trust to
demnity Agreements or any guaranties executed in connection

The above notwithé
cure defaults under the Enviro
with the loan secured hereby.

7.3 faylt. Upan the occurrence of any Event of Default ali sums
secured hereby shall become immediately due and payable, without notice or demand, at the option of

()
sufficiency of the Property or any other security
{b)
the Property,;
(c)
this Deed of Trust;
@
(e)

judgment following the completion of a judicial foreclosure or 2 tru:
security for the obligations secured by this Deed of Trust; and/or

{f) Exercise any other remedy permitted by
the Loan Agreement, other Loan Documents, and/or applicable law.

7.4 No_Waiver. By accepting payment of any sum secured hereb)
Beneficiary does not waive its right either to require prompt payment when due of 2
secured or to declare an Event of Default for failure to do so. -

8. Condempation. Grantor will promptly notify Beneficiary of any action of_pfoctedin
relating to any condemnation, eminent domain-or other taking (including, without timitation, aniy. change
the grade of the Property), whether direct or indirect; of the Property or part thereof or interest
Grantor shall appear in and prosecute any such action or proceeding unless otherwise d

E2
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fipiary in writing. Grantor grants Beneficiary a power of attorney, which power of attomey is coupled
torest and is irrevocable, lo commence, appear in and prosecule, in Beneficiary's or Grantor’s
131 n or proceeding relating to any such condemnation or other taking, and to settle or
v claim in connection with such condemnation or other taking; provided however, that
| have no obligation to do so. All awards, payments, damages, direct, consequential and
imd proceeds thereof, in connection with any past or future condemnation or othey
nces in leu of condemnation, are hereby assigned to Beneficiary (all such assignes
f the “Property” for purposes of this Deed of Trust), and all proceeds of any such
or claims shall be paid to Beneficiary. Beneficiary shall apply any such
pon the terms and conditions set forth in Section 6.5(dX(ii) relating to thc

No condemnation award at any time assigned to or held by Beneficiary
i, and Beneficiary may commingle such award with its general assets and
of any interest thereon.

proceeds in the m
application of insurance pr
shall be deemed to be held in”

| Powe i . At any time or from time to time,
ut notice and without affecting the liability of any person for the
i written request of Beneficiary, payment of its own fees

payment of the indebtedness secur )
r the Note for endorsement (in case of fuli reconveyance, for

and presentation of this Deed of Tf
cancellation or retention), Trustee may:

‘making of any map or plat of the Property;

(2)
{b) Joln in grar any easement or creating any restriction thereon;
(c) Join in any subordimatien ther agreement affecting this Deed of

Trust or the lien or charge thereof, or

(d) Reconvey, without any part of the Property.

9.2 Reconveyance.

(a) Partial Reconveyance. Subject-to-{ra “)lfiliment and satisfaction
of all of the terms and conditions set forth in the Loan Agreement an r'hélow, Beneficiary aprees,
at any time upon the written request of Grantor, to direct Trustze to ex and deliver a partial
reconveyance or partial release releasing from the lien of this Deed of*Trust.gach of the separate Homes or
Finished Lots that collectively constitute the Property (each Hom inished Lot to be
reconveyed/released is hereinafter referred to as a “Release Unif”} so long does not exist any
uncured default or event of default under any of the Loan Documents or any ¢
and/for the expiration of any applicable cure period without a cure, would con
default thereunder, (i) Beneficiary receives the release price established in the
“Release Price™) and all other amounts it is entitled to receive thereunder and (iii}
such release as provided in the Loan Agreement and other Loan Documents are
specifically provided in the Loan Documents, Beneficiary shall not be obligated to recd .
lien of the Deed of Trust, in whole or in part, until it has received payment in full of-ail
Beneficiary under any of the Loan Documents. Beneficiary’s acceptance of any payment o
the Trustee to issue any partial reconveyance or partial release shali not affect Grantor's oblig
all amounts that remain owing under the Loan Documents or the security of this Deed of Trus
any Collateral that is not reconveyed or released. If Beneficiary does not require satisfaction o
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5 set forth in the Loan Agreement or in this Section before relcasing one or more Release Units,
s-shall not be a waiver of such conditions, and Beneficiary reserves the right to require their
*fll before releasing any further Release Units from this Deed of Trust.

b Full Reconveyance. Upon written request of Beneficiary stating that all
<have been paid, and upon surrender of this Deed of Trust and the Note to Trustee for
antion and upon payment of its fees, Trustee shall reconvey, without warranty, the
efetinder. The recitals in any reconveyance executed under this Deed of Trust of any
Jusive proof of the truthfulness thereof. The grantee in such reconveyance may
ersons legally entitled thereto.”

properly reconvey the Property under this Section 9.2, the assignment of
oid and of no effect.

jowers and Duties on Default. Upon written request therefor by Beneficiary
ult, Gr'the, nature of the several defaults, and the amount or amounts due

otice of breach and of its election to cause the Property to be
reby, and shall cause such notice to be recorded and otherwise

specifying the nature of tht
and owing, Trustee shall exisg
sold to satisfy the obligation s
given according to law.

Notice of sate having bekn given as then required by law and not less than the time then
required by law having elapsed after recordatioH such notice of sale, Trustee, without demand on
Grantor, shall sell the Property at the ti face of sale specified in the notice, all as provided by
applicable law, either as a whole or in separafe parcels and in such order as it may determine, at public
auction to the highest and best bidder for cash-in:lawful money of the United States, payable al time of sale.
Grantor agrees that such a sale (or a sheriff’s satepursuant te icial foreclosure} of all the Property as real
estate constitutes a commercially reasonable dispositionsth t that with respect to.all.or any part of
the Property which may be personal property, Trust e and exercise, at Beneficiary's sole
election, all the rights and remedies of a secured party nder the’UCC. Whenever notice is permitted or
required hereunder or under the UCC, ten (10) days. : utice of any sale shall be deemed
reasonable notice. Trustee may postpone sale of all or any portied of the: Property, and from time to time
thereafter may postpone such sale, as provided by applicable Trustee shall deliver to the purchaser its
deed and bill of sale conveying the Property so sold, but without venant or warranty, express or
implied. The recital in such deed and bill of sale (if applicableyof.an “er facts shall be conclusive
proof of the truthfulness thereof. Any person or entity-other than Trust, fing Grantor or Beneficiary,
may purchase at such sale, except if prohibited by applicable law.

After deducting all costs, fees and expenses of Trustee &
of evidence of title search and reasonable counsel fees in connection with thy Trustee shall apply the
proceeds of sale to payment of: all sums expended by Beneficiary and/or T i e terms hereofl
not then repaid, with accrued interest at the Default Rate specified in the Note; fts then secured
hereby; and the remainder, if any, in the manner provided by applicable law.

2.4 Reassignment of Security Interest. At the request of Be efi
required by applicable law, Trustee shall reassign to Beneficiary the security interest cr

after such reassignment Beneficiary shall have the right, upon the occurrence or continudn:
of Default, to realize upon the personal property subject to this Deed of Trust, independent o
Trustee, pursuant to the UCC. In that regard, Beneficiary shall have the right to collect al
accounts receivable that are encumbered by this Deed of Trust directly from the obligors at any
the occurrence of an Event of Default hereunder.
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95 Acceptance of Trust. Trustee accepts this trust when this Deed of Trust, duly
knowledged, is made a public record as provided by law. Trustee is not obligated to notify
b except Beneficiary of pending sale under any other deed of trust or of any action or
hich Grantor, Beneficiary or Trustee shall be a party unless brought by Trustee.

Reliance. Trustee, upon presentation to it of an affidavit signed by Beneficiary
g a default by Granter under this Deed of Trust, is authorized to accept as true and
iements therein, and to act thercon hereunder.

conclugive all fac

Replacement of Trustee. Beneficiary may, from time to time, as provided by
66 it place and stead of Trustee herein named, and thereupon Trustee herein

stee so appointed shall be substituted as Trustee hereunder, with the
ee herein,

statute, appoint
named shall be discharged
sarne effect as if originally narhed

t-of Right to Pursue Unsecured Obligationy, The foreclosure of
he Properfy through the exercise-of ifs power of sale granted
y action to collect or enforce any obligation of Grantor or any
h igations secured by this Deed of Trust, or the substantial
" is not secured by this Deed of Trust including, withou
inder the Environmental Indemnity Agreements and the
obligations of each such guarantor under its ty. Al of such obligations (and all substartial
equivaients of such obligations) shall cosist] cparate recourse obligations of Grantor and each such
guarantor or other party and shall not be deenied to be evidenced by the Note or secured by this Deed of
Trust.

olds additional security for any of the
d held as cumulative, and Beneficiary
its option, either before or concurrently
le is made hereunder. The taking of

10. Additional Security. If Beneficiary : :
Secured Obligations, all such security shail be taken, corisidere
may enforce the sale thereof or otherwise realize uporithe sapé
with the exercise of any of its rights or remedies hereunder or.#
additional security, the execution of partial releases of the sec tension of the time of payment
of the Secured Obligations shall not diminish the force, effe is Deed of Trust and shall not

affect or impair the liability of any maker, surety, or endorser A ment of any such indebtedness.

11. Imposition of Tax. For purposes of this Section, “7y
deeds of trust or on all or any part of the indebtedness secured by a d
owner of the Property covered by a deed of trust which the taxpayer. 18.aut ‘er required to deduct
from payments on the deed of trust, or (¢) a tax on Property covered by a-deed t chargeable against a
beneficiary or trustee under the deed of trust or the holder of the note secured by the deed.of trust, or (d) a
specific tax (other than an income tax ot a gross receipts tax) on all. or orticn .of the obligations
secured hereby or on payments of principal and interést made by 2 grantor und
is enacted subsequent to the date of this Deed of Trust;, enactment: of the Tax shall ¢o
Default, and Reneficiary may exercise any or all of the remedies available to it upoh.
Event of Default, unless the following conditions are met (i} Grantor may lawfully g
causing any resulting economic disadvaniage or increase of tax to Beneficiary or Trustece
pays the Tax (including any tax on the payment made) within thirty (30) days after noticeé
that the tax law has been enacted.

(b) a specific tax on the

12. Waiver of Marshaling, Grantor waives all rights, legal and equitable, it may
hereafier have to require marshaling of assets or to require apon foreclosure sales of assets in
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ach successor and assign of Grantor, including any holder of a len subordinate to this Deed of
y-aggeptance of its inlerest or lien agrees that it shall be bound by the above waiver, as if it had
herwaiver itself,

Trustee. Any nolice, demand, request, or other communication to Trustee shall
ddress:

Chicago Title Company of Washington
425 Commercial

Mt Vernon, WA 98273

Attn: Builder Unit

13.2
to Grantor (including any
following address:

i Beneficiary. Any notice, demand, request, or other communication
efault or notice of sale) or Beneficiary shall be sent in writing to the

If to Grantor:

If to Beneficiary:

party in accordance with this Section 13.

igst or other communication

13.3 Method of Giving Notice. Any notice,.dens i
#; writing addressed as set

which any party hereto may be required or may desire to give hereund:
forth above and shall be deemed to have been properly given (a
rejected by the intended recipient; (b) if mailed by United States Ce
receipt requested), when delivered or rejected by the intended recipient; ¢
reliable overnight courier service, when delivered or rejected by the in
facsimile transmission, upon actual receipt of a complete, legible facsimile
facsimile transmission is received after business hours or on a weekend or holi

postage prepaid, return
deral Express or other

xeept that if ¢

134  Waiver of Notice. The giving of notice may be waived in ¥
ot persons entitled to receive such notice, either before or after the time established fot'il
notice.

14, Modifications. Upon written request of any party then liable for any sum se
Beneficiary reserves the right to extend the term, or otherwise modify the terms, hereof or of
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partteg

assigns; and,ail

Washington, and nia
proceeds of the Vot $o
agree has a substantial
including, without Hmitia
performance, this Deed of
in accordance with, the lay
such state {without regard &
America, except that atall th
security interests created pursu
to liens and security interests in
(including, without limitation, the:
applicable thereto in accordance wit
to the law of the state in which the Prope
organization may apply under Article 9 of
by the law of such state, the law of the Sta
enforceability of all Loan Documents, includitig
environmental indemnity following foreclosuré.of this Dee
or thereunder. In the event that any provision or clause
applicable law, the conflict shall not affect other proyisiens of
given effect without the conflicting provision, and to't
Note are declared to be severable,

hel’*gi%l and the !

icigry and such person may from time to time deem appropriate and any such change shall not

easc, in any manner, the liability of the original Grantor or Grantot’s successors in interest.

Successors and_Assigns. The terms, covenants, conditions, and warranties contained
wers pranted hereby shall run with the land and shall inure to the benefit of and bind all

eir respective heirs, successors and assigns; all tenants and their subtenants and
sequent owners of the Property and subsequent holders of all or any portion of the Mote.

Law: Severability. This Deed of Trust was negotiated in the State of
yrantor and accepted by Beneficiary in the State of Washington, and the
ired. fiereby were disbursed from the State of Washington, which state the parties
ighship to the underlying transaction embodied hereby, and in all respects,
enerality of the foregoing, matters of construction, validity and
nd the obligations arising hereunder shall be govemed by, and construed
te of Washington applicable to contracts made and performed in
conflicts of laws) and any applicable law of the United States of
ians for the creation, perfection and enforcement of the liens and
nd pursuant to the other Loan Documents other than with respect
@.perfection and priority is covered by Article @ of the UCC
5/ which shall be govemed by the law of the jurisdiction
16 & of the UCC) shall be governed by and construed according
j except to the extent that the law of Grantor’s state of
CC, it being understood that, to the fullest extent permitted
f Washington shall govern the construction, validity and
itig, without limitation, the enforcement of any guaranty or
5€ Trust, and all of the obligations hereunder
this-Deed of Trust or the Note conflicts with
Deed of Trust or the Note which can be
rovisions of this Deed of Trust and the

s end

17. Jurisdiction. If there is any litigation or ther procgeging to enforce or interpret any
provision of this Deed of Trust, jurisdiction shall be exclusively in the State or Federal Courts located in

Pierce County in the State of Washington, uniess the remedy sough
or Federal Courts of the county in which the Property is located.

18,
long as it is not in default hereunder or under the terms of the Note and Grant
possession of the Property, use the same.

19,
the provisions of this Deed of Trust, the prevailing party shall be entitled to
prevailing party’s costs, a reasonable attorneys’ fee at trial, in bankeuptey proceedif
amount of which shall be fixed by the court and made a part of any judgment rendere

20.

21

performance of every term, covenant and obligation contained herein.

514455632

iisdiction to be in the State

~of the Property for so
“'while it is entitled to

Grantor’s Right To Possession. Grantor may remai \DS5ES
g £35100, Yy P

Attorneys’ Fees. In the event any action or proceeding is b

Intentionally Omitted.

Time Of Essence. Time is of the essence under this Deed of Tru
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2. Construction,. Whenever used herein whenever the context so requires, the singular
shall include the plural, the plural the singular, and the use of any gender shall include all genders.
of each Grantor hereunder shall be joint and several.

Subrogation. Beneficiary shall be subrogated to the liens of all encumbrances, whether
not, that ave discharged in whole or in part by Beneficiary in accordance with this
e proceeds of the Loan,

. _ ditigs to the various sections have been inserted for convenient reference
only and sha!l not modify, expand the express provisions of this Deed of Trust.

243
instruments, and agreements
the “Loan Documents™) constitu
the transactions set forth therein. M
expressly set forth in the Loan Docut
by means of a written document exec
modification.

ust, the Note, the Loan Agreement, and the other documents,
y Grantor and Beneficiary in connection therewith {coliectively,
fression of the entire agreement of the parties with respect to
glying upon any oral agreement or other understanding not
Loan Documents may not be amended or modified except
virty sought to be charged with such amendment or

25.  Waiver of Jury Trial. TO THE MAXIMUM EXTENT PERMITTED BY APPLICABLE
LAW, GRANTOR AND BENEFICIARY EAGH (A) AGREES NOT TO ELECT A TRIAL BY JURY
WITH RESPECT TO ANY ISSUE ARISING OUT OF FHIS*DEED OF TRUST THAT IS TRIABLE OF
RIGHT BY A JURY AND (B) WAIVES ANY RIGHT TO TRIAL BY JURY WITH RESPECT TO
SUCH ISSUE TO THE EXTENT THAT ANY § RIGHT/EXISTS NOW OR IN THE FUTURE.
THIS WAIVER OF RIGHT TO TRIAL BY JURY™ ATELY GIVEN BY EACH PARTY,
KNOWINGLY AND VOLUNTARILY WITH THE BENEFIT-OF COMPETENT LEGAL COUNSEL.

26. Beneficiary’s Right to Force-Place Ensura vé, A e. UNLESS YOU PROVIDE
BENEFICIARY WITH EVIDENCE OF THE INSURANCE COVERAGE AS REQUIRED BY
¥ MAY PURCHASE

INTEREST. THIS
REST. IF THE
RCHASES MAY
YOU MAY
QU HAVE

INSURANCE AT YOUR EXPENSE TO PROTECT BENEEFICIAR;
INSURANCE MAY, BUT NEED NOT, ALSO PROTECT: OUR T
COLLATERAL BECOMES DAMAGED, THE COVERAGE BENEFI
NOT PAY ANY CLAIM YOU MAKE OR ANY CLAIM MADE AG
LATER CANCEL THIS COVERAGE BY PROVIDING EVIDE
OBTAINED PROPERTY COVERAGE ELSEWHERE.

YOU ARE RESPONSIBLE FOR THE COST OF ANY INSURANC
BENEFICIARY. THE COST OF THIS INSURANCE MAY BE ADDED TQ*T
TRUST OR LOAN BALANCE. IF THE COST 18 ADDED TO THIS DEED OF TR
BALANCE, THE INTEREST RATE ON THE NOTE SECURED BY THIS DEE!
WILL APPLY TO THIS ADDED AMOUNT. THE EFFECTIVE DATE OF COVERAGEM
THE DATE YOUR PRIOR COVERAGE LAPSED OR THE DATE YOU FAILED T@ PROY:ID
PROO¥ OF COVERAGE,
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E COVERAGE BENEFICIARY PURCHASES MAY BE CONSIDERABLY MORE
?E SIVE THAN INSURANCE YOU CAN OBTAIN ON YOUR OWN AND MAY NOT

: Y NEED FOR PROPERTY DAMAGE COVERAGE OR ANY MANDATORY
SURANCE REQUIREMENTS IMPOSED BY APPLICABLE LAW.

[signature on following page]
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ATED as of the day and year first above written
SE BE ADVISED THAT ORAL COMMITMENTS OR ORAL

Highland Greens NW, LLC
a Washington limited liability company

Name 'T Hbum % Tot L
V\ﬁﬂ-"\L _,.._,,_,_-/'

1ts:

is the

T hivwans Tollen

STATROF __\WA
cknowledged that said person signed this instrument, on

COUNTY OF \¢m9
I certify that 1 know or have s
persor who appeared before me, and said-persor
oath stated that said person was authorized to execute the instrument and acknowledged it as the
fs%é ard Curtens N 4
' such L,

P reandant
[ s
for the uses and purposes mentioned in the mstmment

Dated:

(Legibly Fs
Notary public in dnd
State of _ \AAY

Residing at:____P ““\
My appointment explre

-26 -

514455612



EXHIBIT A
| TO

FRUST, ASSIGNMENT OF LEASES AND RENT, SECURITY AGREEMENT, AND
FIXTURE FILING

Lega] Deseripti

JHLAND GREENS DIVISION 1, PHASE A, A PLANNED

Lots 11, 14, and
: recorded May 22, 201 4 under Auditor’s File No.
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