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BE ADVISED THAT THE PROMISSORY NOTE SECURED BY THIS DEED OF TRUST
Y FOR 4 VARIABLE OR ADJUSTABLE RATE OF INTEREST AND INCLUDES A
LINE OF CREDIT. UNDER THE REVOLVING LINE, BENEFICIARY WILL MAKE
ADVANCES TO GRANTOR, WHICH MAY BE REPAID AND SUBSEQUENTLY

| TICE:

SECURITY AGREEMENT, AN
2015 by Highland Greens NW,
Southcenter Parkway, Su1te 210, Tukw1

1. Granting Clause.
which is hereby acknowledged, and in order to sec

d Obligations (as defined in Section 4
evidenced by the Note (as hereinafter
der and hereunder, and to secure the
performance of the oblnganons contained herein, Grantor grants . lls, and conveys to Trustee and
ltS SuCCessors in trust and ass1 gns, forever, in trust, with pow r of sale, all'pf Grantor's estate, right, title,
i Skagit, State of Washington,
described as follows, whether now existing or hereafter acquired~{all-o perty described in all parts
of this Section 1 and all additional property, if any, described in Seetioii
herein as the “Property™):

1.1 Land and Appurtenances. The land descri
tenements, hereditaments, rights-of-way, easements, appendages and app
any way appertaining, including, without limitation, all of the right, title and st of Gieggtor in and to

d al claims or

1.2 Improvements and Fixtures. All buildings, structures and’
now or hereafter erected on the property deseribed in Section 1.1 above, and all
machinery, apparatus, installations, goods, furniture, and equipment, and other properti‘es
nature {including, without limitation, all heatmg, ventilating, air condltlonmg, plumbm

cleaning, ﬁre prevention and fire extinguishing equlpment, all ducts and compressors all
stoves and other appliances, attached cabinets, partitions, rugs, carpets, blinds and draperies, al
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" midterials and supplies, and all construction materials and equipment), now or hereafier located in or used
w'precuredifor use in connection with that property, it being the intention of the parties that all property of

with all contracts, agreements, permits, plans, specifications, drawings, surveys,
tad other work products telating to the construction of the existing or any future
foperty described in Section 1.1, any and all rights of Grantor in, to or under any
“wénstruction contracts relating to the construction of the existing or any future

any and all rents, income, revenues issues, royaltles, profits, including
' ﬁts insurance proceeds, condemnation awards and other moneys payable
y of the foregoing, including interest thereon, or to enforce all other
provisions of any agre ing those referred to above) affecting or relating to any of the

foregoing; and

other provisions of any other agreement (including
lating to any of the property described in Sections 1.1

and 1.2, to bring any suit in equity, action
for the specific or other enforcement of an
othermse, and to do any and all things whic

1.4 Accounts and Income. Any
rights to payment, contract rights, chattel paper, documents, }
and general intangibies relating to any of the property desc

1.2; and

1.5 Miscellapeous Income and Accounts Receivabie: mcome accounts
and accounts receivable of any nature whatsoever generated from any of the fggregt 'dmg, thhout
limitation, income from concessions, vending machines, coin-operated laun i
operated-equipment, storage and parking income, and concession, ticket, sales, ani

1.6 Leases. All of Grantor’s rights and interests as landlord i
agreements affecting all or any portion of the property described in Sections 1.1 and 1.2 ok
and all amendments, modifications, extensions, renewals, or supplements thereto, whether -

and whether for a definite term or month to month (collectively, the “Leases™), including any and:
guarantees of the lessees’ obligations (including any and all security thereunder), security “ar
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1.7 Declarant Rights. All of Grantor’s right, title and interest in and to any and all
hts, and any other rights relating to the Property, whether now existing or subsequently
“and all covenants, conditions, restrictions, development agreements, laws or other
ting or later enacted relating to the Property, including, without limitation, those

All products or proceeds of any of the foregoing

property, Grantor, as debts
a security interest in all other
used in connection with any
thereof, pursyant to thc Umform

3. Assignment of [.eases and Rens.

341 Assignment, For purposes of-se
below), Grantor does hereby absolutely and unconditionall

assign to Beneficiary all of Grantor’s right, title and interest n  hereafter arising in and to the

tinuing right fo collect all
the income, receipts, rents, revenues, issues, profits, royalties, and-procteds.frém the Leases and any
business conducted on the Property and any and all prepaid rent/an deposits thereunder

ay now or shall

51445563.2



3.2 Grantor’s Representations and Warranties Re: Leases and Rents. Grantor
warrants that:

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

() Grantor has good title to the Rents hereby assigned and good right to
#.no other person, firm, or corporation has any right, title or interest therein; and

Grantor has not previously sold, assigned, transferred, mortgaged or

and agrees:

rve, perform and discharge, duly and punctually, all obligations,
terms, covenants, conditi $ of the Note and Deed of Trust, of all future Leases approved by
Beneficiary affecting the P
prompt notice to Beneficiary &
same, and (i} any notice, deman
under any future Leases specifyi
Leases;

\iment received by Grantor from any tenant or sublenant
gfalt claimed to have been made by Grantor under any future

(b} to pro deposit and maintain all security deposits or other deposits
under any future Leases received by Granipr.from tenants in a segregated trust account in a federally
insured bank or savings and loan association

{c) io strictly enforeg. 3t sécu all available means, the prompt and
faithful performance of and compliance with each*and every bligation, term, covenant, condition and
agreement in any future Leases by any tenant to be med g camphed with by such tenants, and to
notify Beneficiary of the occurrence of any default under dniy- it

(d) to appear in and defen y actich or proceeding arising under,
occurring out of, or in any manner connected with any future Leases.ovthe ions, duties, or liabilities
of Grantor and any tenant thereunder, and upen request by Benefitiary; to-k ¢ name and on behalf
of Beneficiary, but in all cases at the sole expense of Grantor;

(e) 1o pay all costs and expenses of Beneticiary, i
in a reasonable sum, in any action or proceeding in which Beneficiary may-ap
and

dipg attorneys’ fees
gonnection herewith;

1)) to neither create nor permit any lien, char ¢
interest as lessor under any Leases except the lien of this Deed of Trust or as pernift
Trust. i

34 Prior Approval For Actions Affecting or Relating to Leases.'. @i
covenants and agrees that it will not, without the prior written consent of Beneficiary (which

be withheld in Beneficiary’s soie 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

(e} receive or collect any renis from any future tenant of the Property or
period of more than one (1) month in advance of the date on which such payment is
ty deposit in excess of one (1) month’s rent (whether in cash, by letter of credit or by

pledge, transfer, mortgage, or otherwise encumber or assign future

aive, excuse, condone, discount, set off, compromise, ot in any
2nt under any Leases of the Property, of and from any obligations,
by the tenant to be kept, observed and performed, including the
manner and at the ptace and time specified therein; or

permit any of the aforementio
modify, or in any way alter the te

from the tenant both in form and Subst;cl
Beneficiary of all Leases.

lessee under the Leases should be the
ny other federal, state or local statute
es assigned hereby, Grantor covenants
ages settlemnent shall be made without

35 Rejection of Leases.
subject of any proceeding under the Federal Bankryp
which provides for the possible termination or reject
and agrees that in the event any of the Leases is so rej

provided in Section 3.7 below), to collect, but not prior to accrual, all of”
said Leases, or any renewals, extensions, and replacements thereof, or from o
part thereof, and Grantor shall receive such Rents and shall hold them, as weli
receive them as a trust fund to be applied, and Grantor hereby covenants to s

of the same for any other purposes.
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3.7 Termination of License, Upon an Event of Default under the Note or this Deed
eneficiary, at its option and without notice, shall have the complete right, power and authority

(a) to terminate the Yicense granted to Grantor to collect the Rents without
he Property, and to demand collect, receive, sue for attach and levy against the Rents

including reasonar
deposited with:
determine;

its option, exercise

Grantor, with or without a
a receiver to be appointed

clean and repair, and otherwise do any act ar incur
T to protect the security hereof, as fully and to the

evict any tenant; increase or decrease
any costs or expenses as Beneficiary sh
same extent as Grantor could do if in po:

interest; and

(d) require Grantor téfré ' security deposits to Beneficiary, together
with all records evidencing such deposits. ' ‘

is Deed of Trust, with all of
upon and taking possession
f'lciary a “mortgagee in

Provided, however, that the acceptance by
the rights, powers, privileges and authority so created, shall
of said Property by Beneficiary, be deemed or construed
possession,” nor thercafter or at any time or in any event obligalé B
action ot proceeding relating to the Leases or to the Property, or to take
any money or incur any expenses or perform or discharge any obiigation, d
or to assume any obligation or responsibility for any security deposits oral]
by any lessees thereunder and not assigned and delivered to Beneficiary;
any way for any injury or damage %o person or property sustained by any #
corporation in or about the Property; and i

eunder or to expend
nder the leases,
glivered to Grantor
ficiary be liable in
sons, firm or

Beneficiary hereunder are cumulative of and not in lieu of any other rights and powers otherWl
Beneficiary. A demand by Beneficiary of any tenant for payment of rents by reason of any defau

6
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Bgnﬂf' iary shall be sufficient direction to said tenant to make future payments of all rents to
: ithout the necessity for further consent by or notice o Grantor.

3 3 Appoiniment of Aftorney-in-Fact. Grantor hereby constitutes and appoints
e and lawful attorney- in-fact, coupled with an interest of Granter; and in the name, place
to subordinate at any time and from time to time, any Leases affecting the Property or
lien of this Deed of Trust, or any other deed of trust encumbeting the Property, or 10
te 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
ege so to do. This appointment is to be irrevocable and continuing and these
h_all be exclusive i in Beneﬁclary, its successors and asmgns as long as any

39
of Grantor (collectively,
from any and all liability,
ntsoever which may be asserted against Beneficiary arising
y clalms by any tenants of credit for rental for any period

under any Leases, or for any secirity,
Beneficiary, Should Beneficiary incur
(including reasonabte attorneys® fees) W‘i_
be jointly and severally payable by the Ind
as a lien by this Deed of Trust.

3.10  Records. Until the Secured Qbiigations shall have been paid in full, Grantor
shall deliver to Beneficiary executed copies of any an of existing leases and all future leases
upon all or any part of the Property, and Grantor wik ssign such Leases to Beneficiary upon
the same terms and conditions as herein contained, : that the foregoing shall ot be
construed as detracting from the validity of this instrumentss4d
future Leases. Grantor hereby covenants and agrees to make./
demand and at any time any and all assighments and other
limited to, rent rolls and books of account sufficient for the ‘purpose
advisable for carrying out the purposes and intent of this Deed of Trust”

truments, including, but not
ficiary may deem to be

3.11 Merger. It is understood and agreed that (i
estates created thereby may be held, directly or indirectly, by or for thig
which shall have an interest in the fee estate of the Property; or (ii) any ‘Other eye
Leases or the leasehold estates created thereby with the fee estate in the Pro
indebtedness secured hereby shall remain unpaid, unless Beneficiary shall
METEer.

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

4.1 Performance and Payment. The performance of the abligations asic
all amounts contained herein and in that certain Revolving Residential Lot Acquisition and Cox
Collateral Pool Facility Agreement which has been executed and delivered by Grantor o
herewith (the “Loan Agreement”), which provides for revolving acquisition and construction financin

-7-
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Jots and improvements (together with those improvements described in Section 1.2 above, the
oveIienes”) as more particularly cicscribed in the Loan Agreement, and any -exiensions,

tiy (including, without limitation, payment of taxes, special assessments,
'perty), {ii) pursuant to any provision of this Deed of Trust and/or the Loan
Agreement (includireg, tation, for the enforcement of the Note, this Deed of Trust, and Loan
Agreement and any rem , in each case, together with interest thereon; and

4.3 ighis. The payment or repayment and/or performance of any and
atured or unmatured, liquidated or unliquidated, direct ot
indirect, absolute or contingen
any Swap Contract (as hereina
evidenced by the Note. “Swap Contrats
hereinafter defined), including, withou

low or hereafier executed in connection with the foan
y agreement pertaining to a Swap Transaction (as
1y master agreement related schedule, or written

interest rate management transaction.

44 Construction Mortgage.
tnortgage” as that term is used in the UCC, RCW 62A.

5. Unsecured Obligation Notwithstanding

any other fulure guarantors of thc loan secured hereby (edih-
“Guarantors”) under any guarantees now or hereafter executed in conny
(each a “Guaranty” and collectively, the “Guaranties™); (ii) the obli
under any Certificate and Indemmity Agreements Regarding Hazarda
executed in connection with the loan secured hereby (collectively,
Agreements™); and (iii) any provision of this Deed of Trust or any agreement !
that would be considered the “substantial equivalent” of the obligations descr

purposes of RCW Ch. 61.24. All of such obligations (and substantial equivalert

loan secured hereby
t r and Guarantors

the Note or secured by this Deed of Trust.

6. Warranties and Covenants of Grantor. Grantor warrants, covenants, and-agf

6.1 Warranties.

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

-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
yed to Beneficiary in connection with this Deed of Trust and thereafter such other title
neficiary may elect, in its sole discretion, to approve in writing.

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

Except as expressly and specifically disclosed in writing by Grantor to
_from damage and no matter has come to Grantor’s attention (including, but
s construction defects or nonconforming work) that would materially impair
urily for the loan evidenced by the Note.

Beneficiary, the Property is
not limited to, knowl
the value of the Pro

work of any nature whatsoever has or will be commenced on the

Property or materials deli ior to the recordation of this Deed of Trust,

the proceeds thereof is exclusively
family or household purposes.

6.2 Preservation ¢
protect the priority of this Deed of Trusta;

‘y all documents, that Beneficiary may requlre in order to
in this Deed of Trust or in any other Loan Document

umbrance or other charge against the
with due diligence, in which event

encumbrance or other charge so long as (i) such proceedifizs’sh
lien, encumbrance or other charge; {ii) neither the Property nd
postponement or deferment, be in danger of being forfeited o

o prevent the collection of the
yereof will, by reason of such
' (rantor, before the date such
ity as may be requested

by Beneficiary to ensure payment thereof and prevent any forfeliare o
thereof.

than ten (10) days without the prior written consent of Beneficiary, complete th
than the Completion Date, as defined in the Loan Agreement, to Beneficiary’
with plans and specifications previously furnished to and approved by Bene
other terms and conditions of the Loan Agreement.

6.4 Repair and Maintenance of Propertv. Grantor will keep th
condmon and repalr, which duty shall include but 1s not limited to continual Cl&ﬁmr

structure on the Property, without the express written consent of Beneficiary except as contem
permitted under this Agreement; will underpin and support when necessary any such building

-9.
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vement and protect and preserve the same; will complete or restore promptly and in good and
worksuan]ike manner any such building or other improvement which may be damaged or destroyed and pay
laims for labor performed and materials furnished therefor; will not commit, sutfer or permit
the Property in violation of law; and will do all other acts which from the character or use of

Coverages Required. Grantor will keep the following insurance

Prior to completion of the Improvements, course of
ualty, and such other hazards as may be specified by Beneficiaty in
srcent (100%) of the replacement cost of the Property {with a

by fire, vandalism, malicious mischief 2
standard “all risk” or “special form” p
replacement value of all improvements then eated on the Property. All such insurance coverage shall (1)
contain a “replacement cost endorsement”, t deduction~for depreciation, (2) if Beneficiary deems it
applicable, “law and ordinance™ coverage and (3) if Beneficisry. i

coverage. All such insurance coverage and endorsem
Thousand Dollars ($10,000) per occurrence.

(iii)
insurancc coverage available or the full replacement cost of allfimprovements on the Property, whichever is
pecial flood hazard area under
the Flood Disaster Protection Act of 1973, as previously or h eaﬁm* ded, and if flood insurance is
available.

insurance and/or business mterruptmn insurance, as follows: Ifall or any por
or leased, loss of rental value insurance in an amount equal to six (6) moﬁthS’
the Property as is so occupied. If all or any portion of the Property is oc
mterruptlon insurance in an amount equal to six (6) months’ net income from
as is so occupled The amount(s) of such covcrage(s) shall be subject to adj

evidenced by the Note

V) At all times, commercial general public Imbﬂ
against claims for bodily injury, death or property damage occurting on, in or about the Propg
coverage for elevators and escalators, if any, on the Property}, with the coverage being in an amp
less than Two Million Dollars ($2,000,000) combined single-limit !iability coverage per occurr

=10 -
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greatcr amount(s) as Benefliciary may reasonably require. All such insurance coverage shall contain a

(vi) Insurance (excluding, however, earthquake insurance, if
iwiuded in Beneficiary’s sole discretion) against such similar or other hazards, casualties,

Policies. Each insurance policy will be in form and content reasonably
_ d will be issued by a company reasonably acceptable to Beneficiary, which
company shaliy 'pgs, be (i) duly authorized to provide such insurance in the state in which
the Property is locate
Company in its mo
its designations, thc
replacement ratings in t
include a Form 438BF
Beneficiary, and which en
this Deed of Trust. Each lial
“agreed amount endorsement” 3
agrees that any and all co- insura

ication of ratings (provided, however, that if A.M. Best Company changes
s Or ceascs to provide ratings, Beneficiary shall be entitled to select
reasonable business judgment). Each hazard insurance policy will
rtgagee endorsement in favor of and in form acceptable to
s that the policy to which it relates will survive foreclosure of
licy will ‘name Beneﬁciary as an additional insured. An

the blanket pohcy will include an agreeé
will furnish to Beneficiary a copy of g ins cr‘s “statement of value” for the Property. All required
policies will provide for at least thirty (30)day$’ written notice to Beneficiary prior to the effective date of
any cancellation or material amendment, which term shall include any reduction in the scape or limits of

icy forms and endorsements), which shall
f the insurer, or (z) an uncertified
orms and endorsements), together with
an ongma] evidence of insurance or certificate of tnsurs rth the coverage, the limits of liability,
the carrier, the policy number and the expiration date. :

Deed of Trust, Grantor hereby assigns to Beneficiary all r

(<) Payment; Renewals. Grantor shall,
renewal notices relating to insurance policies Except as the same ma
6.16 below, Grantot will pay all premiums on insurance policies directl¥.
days prior to the expiration date of each such policy, Grantor shall furnis|
in a form acceptable to Beneficiary, together with evidence that the renewal pr

ish to Beneficiary all
id under Section

(d) Insurance Proceeds.

that Beneﬁmary shall have no obligation to do so. If no Event of Default has occurred and is epiinuing,
the immediately preceding sentence shall apply except that Beneficiary shall not be entitled i "act

-11-
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nter’s attorney-in-fact and Grantor shall be entitled to participate jointly with Beneficiary in adjusting
eampromising any claim, and appearing in any proceeding.

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

{A) The payment of indebtedness secured hereby,
or not. Any such application of proceeds to principal on the Note shall be
orepayment fee otherwise payable under the Note, but shall not extend or

(B) The reimbursement of Grantor, under Beneficiary’s
prescribed disbursemen res set forth in the Loan Agreement, for the cost of restoration or
repair of the Property. !
deemed to be held in trus ary may commingle such proceeds with its general assets and shall
hereof, Beneficiary shall in no case be obligated to see to the
vt to, Grantor. Beneficiary may, at its option, condition the
plans and specifications of the reconstruction, contractor’s
architects’ certificates, waivers of liens, sworn

other evidence of costs, percentage completion of

proper application of any améuy
relmbursement on Beneft c1ary 5 4

(iii) xgept 0 the estent, if any, that insurance proceeds are
applied to payment of the indebtedness secured hereby, notir
Grantor from restoring, repairing or maintaining the.
whether there are insurance proceeds available or 3
Grantor shall be responsible for any uninsured losses a

6.6 Right of Inspection. Grantor eneficiary or its agents or
independent contractors (including, but not limited to, accountants, ap ers, property inspeciors and
environmental consultants), at all reasonable times, to enter t, examine and audit the
Property and the books and records for the Property.

6.7

Preservatlon of LICCHSESA Etc.

d all such
rant to

acts, or cause the same o be done, as Trustee or Beneficiary deems necessary or i
Trustee the Property or 1o 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 or-power
Beneficiary or Trustee; and will pay all costs and expenses (the repayment thereof shall be secured ereb:
including, without limitation, cost of evidence of title and any attorneys’ fees incurred by Bene

-12-
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steer.in a reasonable sum, in any such action or proceeding in which Beneficiary or Trustee may appear,

6.10  Taxes, Assessments and Other Liens. Grantor will pay not later than when due
jents, encumbrances, charges, and liens with interest, on the Property or any part thereof,
ippear to be or are alleged to be prior and superior hereto, including but not limited to
‘ad by rents of the Property, the Note, this Deed of Trust, or any obligation or part

: Grantor acknowledges that Beneficiary may retain a tax registration service in
order to monitor fhi nt of all real estate taxes and assessments and Grantor shall pay a one-time fee
to Beneficiary

 Expenses. Grantor will pay all costs, fees and expenses incurred by
Beneficiary in connesti tis, Peed of Trust including all such costs, fees and expenses incident to

any default hereund

6.12
all sums expended here o
Default Rate of interest speci ote (the repayment thereof shall be secured hereby).

6.13 ﬁﬁcumbrance. Except in connection with the sale of
individual Finished Lots and Homes (as @¢fisied in the Loan Agreement) in accordance with the terms of

be given or denied in Beneficiary's so 2 ,én, sell, transfer or otherwise convey the Property or any
interest therein, further encumber the Property or any interest therein, cause or permit any change in the
“Sale or Encumbrance”) or agree to do any Sale or

fundable fee of $1,500, which amount
request for Bencﬁciary s consent and

evaluatmg such matter. In addltl()l’l to any other condltlons r u;ﬁ'ed by Ben neficiary to granting its consent
v that will, after such Sale or
f.the ownership interests in

Grantor to, jointly and severally, unconditionally guarantee the filt
Deed of Trust and provnde an env1mnmentdl indemnity, each in | stance acceptable to

d outside counsel

If any Sale or Encumbrance occurs without the prior written consent of Ben
any Sale or Encumbrance without the prior written consent of Beneficiary, th
the Beneficiary, be immediately due and payable, and an Event of Default s
occurred under this Deed of Trust and the Note.

6.14  Additional Information. Grantor agrees to furnish such s
confirmations as may be required from time to time by Beneficiary (including in conne
potential loan participations or assignments). Grantor agrees to make adjustments in this Deed
Note, and the other documents evidencing or securing the loan secured hereby to accommod
participant’s requirements, provided that such requirements do not substantially vary the econom
the loan secured hereby.

-13-
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6.15  Grantor Existence. As Beneficiary is making this loan in reliance on Grantor’s
tence, ownership and control in its existing limited liability company form, Grantor will not
ed liability company structure nor, except as expressly perrmtted under Section 6.13 above,

iership or control of Grantor, in each case, wnthout the pnor wntten consent of Beneficiary,

‘gpports, and paying when due all such taxes. Without limiting the generality of the
r written consent of Beneficiary, which consent may be given or denied in
, Thomas L. Tollen III shall, directly or indirectly, through one or more

(49 CFR 172 101} or by the Enwronmental
and amendments thereto, or such substance
any applicable local, state or federal law in¢l
biphenyls, (v) defined as a “hazardous
or “hazardous substance” under RCW

CERNTS

waste”, “extremely hazardous wastc R reslrlcted hazardous was

Model Tox:cs Control Act), or any other similar ter‘ms' other applicable state laws,
(vi) designated as a “hazardous substance™ pursuant to Sectidn the Clean Water Act, 33 U.S.C.
81251 etseq, (33 US.C. §1321) or listed pursuant 1o Sect lean Water Act {33 U.S.C.

Recovery Act, 42 U.5.C. §6903), or (viii) defined as a *hazardoirs-sub:
the Comprehensive Environmental Response, Compensation, and Lialy

ant to Section 101 of
U.5.C. §9601, et seq.
atter defined as a
idgral, state or local
, Or any substance
%, statutory or

transferred, produced or processed on, under or about the Property, except in compl#
applicable federal, state and local statutes, ordinances, rules, regulations and other faws; {
Grantor nor, to the best of Grantor’s knowledge, any other person or entity has ever caused ol :
any Hazardous Substance to be generated, manufactured, refined, transported, treated, stored, handlied or

-14-
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posed,of, transferred, produced or processed on, under or about the Property, except in compliance with

: federal, state and local statutes, ordinances, rules, regulations and other laws; (iv) Grantor has
y notice of, nor is Grantor aware of, any actual or alleged violation with respect to the
any federal state or local statute, ordinance, rule regulation or other law pertaining to

treat, store, handle, dispose, transfer, produce or process any Hazardous

~ayith all applicable federal, state and local statutes, ordinances, rules,
rantor cause or permit, as a result of any intentional or unintentional
r any tenant, subtenant or other user or occupier of the Property, a
ing, emitting, emptymg or durnpmg of any Hazardous Substance

regulations and oth lﬁw i
act or omission on the par

Property if obligated to do so by contract or by law.

() For the purposes of"
all representations and warranties in this Deed of Tr
observance of all covenants contained in this Section 6.18, (i)
inspect the Property, including the interior of any structur
notice; and (ii) if and at any time Hazardous Substances are

ereby authorized to enter and
times and after reasonable
the Property, Grantor shall

ly. requested by Beneficiary
to confirm that such Hazardous Substances are being handled in comp e with "al] applicable feclcrai
state and local statutes, ordinances, rules, regulations and other laws G

Beneficiary in connection with any such entry and inspection and the ob
documents.
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isfastion and reconveyance of the lien of this Deed of Trust and shail not be affected by Beneficiary’s
izitienof any interest in the Property, whether by foreclosure or otherwise.

6.19  Financiai Statements; Books and Records. Grantor shall keep accurate books
count of the Property and its own financial affairs sufficient to permit the preparation of
4, therefrom in accordance with generally accepted accounting principles (GAAP).
uly authorized representatives and independent contractors shall have the right to
it.Grantor’s records and books of account at all reasonable times. So long as this
effect, Grantor shall provide to Beneficiary, in addition to any other financial
or under the Loan Agreement, all financial statements and other information

examiné copy amd
Deed of Trust contin
statemnents requirgs:hi

ordominium Provisions. Grantor shall perform all of Grantor’s obligations
the “Project’s Condominium Documents”). (i) any condominium
y map and plans recorded against the Property, (ii) any articles of
uaus and other documents governing the formation or governance

intenance of any condominium created with respect to the
.any condominium created with respect to the Property.
ues and assessments imposed pursuant to the Project’s
ce required under Section 6.5 above, Grantor shall
[ roject’s Condominium Documents and RCW 64.34
with respect to the common elements ant
insurance proceeds to Grantor in lien of
insurance policies maintained under the Project’s Condominium Documents, whether to units or to
common elements, any proceeds payable to Graktor are h by assigned and shall be paid to Beneficiary
or not then due, with the excess, if any,
es, direct or consequential, payable to
‘or any part of the Property, whether of
the units or of the common elements, or for any conveys 2 __gcndemnation, are hereby assigned
and shall be paid to Beneficiary. Such proceeds shall be appil )
Deed of Trust as provided herein, Except alter prior written fofice to Bengficiary and with Beneficiary’s
prior written consent, which consent may be withheld in B ,=eﬁc1ary discretion, Grantor shall not
consent to nor permit (1) any abandonment or termination of any “gond! the Property or (2} any
amendment or modifications to any Project’s Condominium Deedined antor does not pay
condominium dues and/or assessments or other amounts payable yhdgi any Prpject’s Condominium
Documents when due, then Beneficiary may pay them. Any amounts neficiary under this
Section shall become additional debt of Grantor secured by this D "

from Beneficiary to Grantor requesting payment.
7. Default.

7.1 Definition. Any of the following shall constitute an “Event g
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 Nt

-16 -

31445563.2



(b) Any representation or warranty made by or for the benefit of Grantor
slsewhere 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

(c)

Gtantor or any other person or entity liable therefor shall fail to pay

d) Grantor or any other signatory thereto shall default in the performance
ement contained in this Deed of Trust, the Note, the Loan Agreement, or any
idencing the indebtedness secured hereby;

antor or any other person or entity liable for the repayment of the
ome unable or admit in writing its inability to pay its debts as they
voluntary or involuntary petition in bankruptcy, or make a general
adjudicated bankrupt or insolvent;

mitation, obtaining insurance and/or
inder this Deed of Trust) Beneficiary

or Trustee being authorized to enter upon the Property for'sucs
any action or proceeding purporting to affect the security he
Trustee; pay, purchase, contest or compromise any encumb: lien in accordance wnth the

mploy counsel and pay

r the Environmental
of Trust), and bear

hereby (except that advances made under this Section 7.2 to cure any ¢éfault und
Indemnity Agreements or any guaranties of the loan shall not be secured by this
interest at the Default Rate specified in the Note from the date advan
clarification, if Beneficiary makes any advances pursuant to this Section 7
Environmental Indemnity Agreements or any guaranties of the loan evide

without inquiry into the accuracy of the bill, statement or estimate or into the validity
assessment, sale, forfeiture, tax lien or title or claim thereof; in the case of any apparent or thrgate
adverse claim of title, lien, statement of lien, encumbrance, deed of trust, claim or charge Beneft

-17-
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he case may be, shall be the sole judge of the legality or validity of same; and in the case of a
v other purpose herein and hereby authorized, but not enumerated in this paragraph, such
be made whenever, in the sole judgment and discretion of Trustee or Beneficiary, as the case
i advance or advances shall seem necessary or desirable to protect the full security intended to
Sinstrument; provided further, that in connection with any such advance, Beneficiary at its
ereby 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
and shall be secured hereby,

bgthe generality of the foregoing and for the purposes aforesaid in this Section
infs,and constitutes Beneficiary as Grantor’s true and lawful attorney-in-fact with
rform, without notice to Grantor, any and all of the foregoing acts in this

~and at the times when Beneficiary in its sole discretion may so choose; it
s power of attorney shall be a power coupled with an interest and
ed by any disability of Grantor.

full power of substitutiog
Sectmn 7.2 on Grant,

neficiary may not make advances secured by this Deed of Trust to
cure defaults under the En ‘Indemnity Agreements or any guaranties executed in connection

with the loan secured hereby.

73 Remed
secured hereby shall become immediat
Beneficiary and Beneficiary may:

aalt. Upon the occurrence of any Event of Default all sums
Fayable, without notice or demand, at the option of

(a) Have a ver appointed as a matter of right, without regard to the
sufficiency of the Property or any other securit for the indebtedness secured hereby;

(b
the Property;

(c)
this Deed of Trust;

d

(e)

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

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

74 No Waiver. By accepting payment of any sum secure
Beneficiary does not waive its right either to require prompt payment when due
secured or to declare an Event of Default for failure to do so.

8. Condemnation. Grantor will promptly notify Beneficiary of any actio -
relating to any condemnation, eminent domain or other taking (including, without limitation, an
the grade of the Property) whether direct or indirect, of the Property or part thereof or interest t
Grantor shall appear in and prosecute any such action or proceeding unless otherwise di

~18 -
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neficiary in writing. Grantor grants Beneficiary a power of attorney, which power of attorney is coupled
est and is itrevocable, o commence, appear in and prosecute, in Beneficiary’s or Grantor’s
ction or proceeding relating to any such condemnation or other taking, and to settle or
any claim in comnection with such condemnation or other taking; provided however, that
thave no obligation to do so. All awards, payments, damages, direct, consequential and
and proceeds thereof, in connection with any past or future condemnation or other
#nces in lieu of condemnation, are hereby assigned to Beneficiary (all such assigned

_ upon the terms and conditions set forth in Section 6.5(d)ii) relating to the
application of¥fisurarice Is. No condemnation award at any time assigned to or held by Beneficiary

shall be deemed to be he}

al Povers and Duties of Trustee. At any time or from time to time,
i notice and without affecting the liability of any person for the
reby, npon written request of Beneficiary, payment of its own fees
"Note for endorsement (in case of full reconveyance, for

without liability theref{)r and
payment of the indebtedness sé
and presentation of this Deed of’
canceltation or retention), Trustee may

(a) Cor aking of any map or plat of the Property;

(b) Join in ng any casement or creating any restriction thereon;

(c) Join in any subordin
Trust or the lien or charge thereof; or

ther agreement affecting this Deed of

(d) Reconvey, without warraty,.l part of the Property.

92 Reconveyance.
*< fulfillment and satisfaction

Th. ;:iqw, Beneficiary agrees,
xecule and deliver a partial

) {a} Partial Reconveyance. Subjectte
of all of the terms and conditions set forth in the Loan Agreement as
at any time upon the written request of Grantor, to direct Trusteg
reconveyance or partial release releasing from the lien of this Deed of
Finished Lots that collectively constitute the Property (each H
reconveyed/released is hereinafier referred to as a “Release Unif”) so long :
uncured default or event of default under any of the Loan Documents or any ¢
and/or the expiration of any applicable cure period without a cure, would co
default thereunder, (ii) Beneficiary receives the release price established in %

Beneficiary under any of the Loan Documents. Beneficiary’s acceptance of any payment of jns
the Trustee to issue any partial reconveyance or partial release shall not affect Grantor’s obligatip:
all amounts that remain owing under the Loan Documents or the security of this Deed of Trust,rogardi
any Collateral that is not reconveyed or released. If Beneficiary does not require satisfaction o all'af t

~-19-
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tions set forth in the Loan Agreement or in this Section before releasing one or more Release Units,
toig “shall not be a wawer of such conditions, and Benefi clary reserves the nght to require their

(b) Full Reconvevance. 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
tion and upon payment of its fees, Trustee shall reconvey, without warranty, the
inder. The recitals in any reconveyance executed under this Deed of Trust of any
lusive proof of the truthfulness thereof. The grantee in such reconveyance may
persons legaily entitled thereto.”

9.3
specifying the nature of
and owing, Trustee shall
sold to satisfy the obligati
given according to law.

Duties on Default. Upon written request therefor by Beneficiary
tl&f; nature of the several defaults and the amount or amounts due

Notice of sale h
required by law baving elapsed aﬂer )
Grantor, shall sell the Property at the ¥y
apphcable 1aw, either as a whole ot in se

‘parcels and in such nrdér as it may determine, at public
lawful money of the United States, payable at time of sale.
“pursuant to jsdicial foreclosure) of all the Property as real

e and exercise, at Beneficiary’s sole
CC. Whenever notice is permitted or

reasonable notice. Trustee may postpone sale of all or ary-por
thereafier may postpone such sale, as provided by applicable 1z
deed and bill of sale conveying the Property so sold, but wi
implied. The recital in such deed and bill of sale (if applicable}.0%.
proof of the truthfulness thereof. Any person or entity other than Trustse
may purchase at such sale, except if prohibited by applicable law.

enant or warranty, €xpress or
facts shali be conclusive

After deducting all costs, fees and expenses of Trust
of evidence of title search and reasonable counsel fees in connection wi
proceeds of sale 1o payment of: all sums expended by Beneficiary and/or Tru
not then repaid, with accrued interest at the Default Rate specified in the Note;
hereby; and the remainder, if any, in the manner provided by applicable law.

9.4 Reassignment of Security Interest. At the request of Benef
requited by apphcable law, Trustee shall reassign to Beneficiary the security mterest

of Default, to realize upon the personal property subject to this Dieed of Trust, mdepcndent Gf y
Trustee, pursuant to the UCC, In that regard, Beneficiary shall have the right to collect all acpaunts. and
accounts receivable that are encumbered by this Deed of Trust directly from the obligors at an
the occurrence of an Event of Default hereunder.

-20-
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9.5 Acceptance of Trust. Trustee accepts this trust when this Deed of Trust, duly
acknowledged, is made a public record as provided by law. Trustee is not obligated to notify

Reliance. Trustee, upon presentation to it of an affidavit signed by Beneficiary
howing a default by Grantor under this Deed of Trust, is authorized to accept as true and
ements therein, and to act thereon hereunder,

Replacement of Trustee. Beneficiary may, from time to time, as provided by
in place and stead of Trustee herein named, and thereupon Trustee herein
stee so appointed shall be substituted as Trustee hereunder, with the
stee herein.

hereunder shall not preclude
guarantor or ather party kiable"‘ obl;gauons secured by this Deed of Trust, or the substantial
‘ is not secured by this Deed of Trust including, without
limitation, the obligations of the p der the Environmental Indemnity Agreements and the
obligations of each such guarantor un
equivalents of such obligations) shall egé
guarantor or other party and shall not be
Trust.

: 'ébarate recourse obligations of Grantor and each such
to be evidenced by the Note or secured by this Deed of

10. Additional Security. If Beneficiary at ar
Secured Obligations, all such security sha]l be taken

» holds additional security for any of the
nd held as cumulative, and Beneficiary
its option, either before or concurrently
mlc is made hereunder. The taking of

of the Secured Obligations shall not diminish the force, effect
affect or impair the liability of any maker, surety, or endorser

11, Lmposition of Tax. For purposes of this Section
deeds of trust or on all or any part of the indebtedness secured by a deed
owner of the Property covered by a deed of trust which the taxpaye
from payments on the deed of trust, or {c) a tax on Property covered b, X
beneficiary ot trustee under the deed of trust ar the holder of the note sectired”
specific tax (other than an income tax or a gross receipts tax) on all or an
secured hereby or on payments of principal and interest made by a grantor und
is enacted subsequent to the date of this Deed of Trust, enactment of the Tax
Default, and Beneficiary may exercise any or all of the remedies available to it upon th
Event of Default, unless the following conditions are met (i) Grantor may lawfully)
causing any resulting economic disadvantage or increase of tax to Beneficiary or Trus
pays the Tax (including any tax on the payment made) within thirty {30) days after notice
that the tax law has been enacted.

or required to deduct
argeable against a

12. Waiver of Marshaling. (Grantor waives all rights, legal and equitable, it
hereafter have to require marshaling of assets or to require upon foreclosure sales of assets in a

221 -
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Fach successor and assign of Grantor, including any holder of a lien subordinate to this Deed of
ptance of its interest or lien agrees that it shall be bound by the above waiver, as if it had

Chicago Title Company of Washington
425 Commercial

Mt Vernon, WA 98273

Attn: Builder Unit

13.2
to Grantor {including anj
following address:

antor ang Beneficiary. Any notice, demand, request, or other communication
ice of'd or notice of sate) or Beneficiary shall be sent in writing to the

If to Grantor? tilarid Greens, NW,LLC
{30 Southcenter Parkway, Suite 210
wila, WA 98188

hathag L. Tollen 111

If to Beneficiary:

or to such other address as may be filed in writing by
party in accordance with this Section 13.

or other communication
iling addressed as set
2d, when delivered or
ostage prepaid, return
rg). Express or other
: 1ent, or (d)if by

facsimile transmission, upon actual receipt of a complete, 1eg1ble facs1m1le
facsimile transmission is received after business hours ot on a weekend or hol
deemed given on the next business day following the receipt of the facsimile tr

134  Waiver of Notice. The giving of notice may be waived in

or persons entitled to receive such notice, either before or after the time established fo
notice.
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‘ ﬁmaly and such person may from time to time deem appropriate and any such change shall not
‘ ase, in any manner, the liability of the original Grantor or Grantor’s successors in interest.

Successors and Assigns. The terms, covenants, conditions, and warranties contained
dwers granted hereby shall run with the land and shall inure to the benefit of and bind all
heir respective heirs, successors and assigns; all tenants and their subtenants and
ent owners of the Property and subsequent holders of all or any portion of the Note.

Law; Severability. This Deed of Trust was negotiated in the State of
Grantor and accepted by Beneficiary in the State of Washington, and the
: reby were dlsbursecl from the State of Washmgton which state the parties

~generality of the foregoing, matters of construction, validity and
1'the obligations arising hereunder shall be governed by, and construed
te of Washington applicable to contracts made and performed in
nilicts of laws) and any applicable law of the United States of
ns for the creation, perfection and enforcement of the liens and

performance, this Dead

in accordance with, the }
such state (without regar
America, except that at al
security interests created pu

(including, without limitation, th
applicable thereto in accordance

organization may apply under Article 9% it being understood that, to the fullest extent permitted
by the law of such state, the law of the Siate"of Washington shall govern the construction, validity and
enforceability of all Loan Documents, incliding, without limitation, the enforcement of any guaranty or
environmental indemnity following foreclosure f this Deed of,T'rust, and all of the obligations hereunder
or thereunder. In the event that any provision or clause o7 this‘Deed of Trust ot the Note conflicts with
applicable law, the conflict shall not affect other provi eed of Trust or the Note which can be
given effect without the conflicting provision, and t& provisions of this Deed of Trust and the

Note are declared to be severable,

hey proceedifg to enforce or interpret any
te or Federal Courts located in
jurisdiction to be in the State

17. Jurisdiction. If there is any litigation or
provision of this Deed of Trust, jurisdiction shall be exclusiv
Pierce County in the State of Washington, unless the remedy sGught. el
or Federal Courts of the county in which the Property is located.

possession of the Property for so
Vhidle it is entitled to

18. Grantot’s Right To Possession. Grantor may remain
long as it is not in default hereunder or under the terms of the Note and ‘(irantar m
possession of the Property, use the same.

19, Attorneys’ Fees, Tn the event any action or proceeding is b
the provisions of this Deed of Trust, the prevailing party shall be entitled ;
prevailing party’s costs, a reasonable attorneys® fee at trial, in bankrupicy proceedings
amount of which shall be fixed by the court and made a part of any judgment rendered:”

20. Intentionally Omitted.

21. Time Of Essence. Time is of the essence under this Deed of Trust g
performance of every term, covenant and obligation contained herein.

-23-
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Construction. Whenever used herein whenever the context so requires, the singular
1l include the plural, the plural the singular, and the use of any gender shall include all genders.
s of each Grantor hereunder shall be joint and several.

Subrogation. Beneficiary shall be subrogated to the liens of all encumbrances, whether

g5 to the various sections have been inserted for convenient reference
r expand the express provisions of this Deed of Trust.

243 )
instruments, and agreements en
the “Loan Documents™) constith
the transactions set forth therein, 4

by means of a written document execl

modification.
25. N
LAW, GRANTOR AND BENEFICIARY Eﬁ,_ # (A) AGREES NOT TO ELECT A TRIAL BY JURY

WITH RESPECT TQ ANY ISSUE ARISING OUT OF TH D OF TRUST THAT IS TRIABLE OF
: AL BY JURY WITH RESPECT TO
XISTS NOW OR IN THE FUTURE.
ELY GIVEN BY EACH PARTY,
[BETENT LEGAL COUNSEL.

SUCH ISSUE TO THE EXTENT THAT ANY SU
THIS WAIVER OF RIGHT TO TRIAL BY JUR

UNLESS YOU PROVIDE
BENEFICIARY WITH EVIDENCE OF THE INSURANCE.. E AS REQUIRED BY
THIS DEED OF TRUST OR LOAN AGREEMENT, BE JARY, MAY PURCHASE
INSURANCE AT YQUR EXPENSE TO PROTECT BENE 8 INTEREST. THIS
INSURANCE MAY, BUT NEED NOT, ALSO PROTECT YOQUR INTEREST. IF THE

NOT PAY ANY CLAIM YOU MAKE OR ANY CLAIM MADE &
LATER CANCEL THIS COVERAGE BY PROVIDING EVIDEN
OBTAINED PROPERTY COVERAGE ELSEWHERE.

YOU ARE RESPONSIBLE FOR THE COST OF ANY INSURAN
BENEFICIARY. THE COST OF THIS INSURANCE MAY BE ADDED T¢

BALANCE, THE INTEREST RATE ON THE NOTE SECURED BY THIS DEED
WILL APPLY TO THIS ADDED AMOUNT. THE EFFECTIVE DATE OF COVERAGE MA/
THE DATE YOUR PRIOR COVERAGE LAPSED OR THE DATE YOU FAILED TO R

PROOF OF COVERAGE. :

224 .
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HE COVERAGE BENEFICIARY PURCHASES MAY BE CONSIDERABLY MORE
IVE THAN INSURANCE YOU CAN OBTAIN ON YOUR OWN AND MAY NOT
SATISFY, ANY NEED FOR PROPERTY DAMAGE COVERAGE OR ANY MANDATORY
ABILIAY INSURANCE REQUIREMENTS IMPOSED BY APPLICABLE LAW.

[signature on following page]
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ATED as of the day and year first above written

PLEASE BE ADVISED THAT ORAL COMMITMENTS OR ORAL
EMENTS TO LOAN MONEY, EXTEND CREDIT, OR FOREBEAR FROM

FGHCING REPAYMENT OF A DEBT ARE NOT ENFORCEABLE UNDER

HINGTON LAW.
Highland Greens NW, LLC
a Washington limited liability company
Name: Tmomes  (ON& e

R L N

Its:

is the

Svidence that mnm T\l 8n,

tknowledged that said person signed this instrument, on

to execute the instrument and acknowledged it as the
of bkighlend Argent MV LLL a

STATE OF W Mh'w\gjnm

COUNTY OF L{% -

I certify that I know or have

person who appeared before me, and s
ocath stated that said person was autho

Mt‘b‘r
0" o be the free

LG
for the uses and purposes mentloned in the instrument.
, 2047

S\&p*f('m/a-h- i

|

. of such

Dated:
Q\\\\\\\\“‘“
SSTEL R,
— @ \\\\\\\“l“" & ’
.‘.'.-: é £ %’I{ OJ_”
S XEF otAp, B, =
R ek I
z 3z iz
7 % S FSE
ff,’ W ”"f,' 7 Um"\g‘ ;95 State of:
% 7.%’"1"1“\1\3“ & ‘;0 = Residing at:_P Wwia
5\"\ & My appointment expires
Y

f’ Or
LR
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EXHIBIT A
TO
TRUST, ASSIGNMENT OF LEASES AND RENT, SECURITY AGREEMENT, AND
FIXTURE FILING

Legal Description

records of §I€ég1t
Situated in Skagit.

Tax Account No.: PI3
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