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I. INTRODUCTION

In this appeal, the Court is asked to decide whether a guarantor of a
commercial loan has any further obligation to the lender, under the loan
documents and the anti-deficiency provisions of the Washington Deed of
Trust Act, RCW 61.24.100, after the lender non-judicially forecloses a
deed of trust securing the guarantor’s obligations.

The loan documents at issue in this case were drafted in their entirety
by the lender, Horizon Bank. In preparing the loan documents, Horizon
Bank chose to have its Deed of Trust secure not only the obligations of the
borrower Kaydee Gardens 9, LLC (“Kaydee Gardens”) under the
Promissory Note for the loan, but also the obligations of the guarantors of
the loan, including Lance Harvey and his wife, the defendants below and
the respondents in this appeal.

Horizon Bank was shut down by state regulators in January 2010, and
the bank’s assets (including the Kaydee Gardens Promissory Note, Deed
of Trust and other loan documents) were taken over by the FDIC as
receiver and sold to appellant Washington Federal under a loss-sharing
agreement. In May 2011, a dispute arose between Kaydee Gardens and
Washington Federal over the amount due on the loan, and Kaydee
Gardens stopped making payments. Rather than choosing to sue Kaydee

Gardens for a money judgment on the Promissory Note obligation, and/or



suing the Harveys on their Commercial Guaranty following the default,
and rather than choosing to foreclose its Deed of Trust judicially,
Washington Federal elected the expedient remedy of foreclosing the
Kaydee Gardens Deed of Trust non-judicially. The bank purchased the
Kaydee Gardens property through a credit bid at the trustee’s sale held on
November 14, 2011. Washington Federal then brought this action,
seeking to recover a deficiency judgment against the Harveys.

On cross-motions for summary judgment below, the trial court
confirmed that the Deed of Trust secured the Harveys’ obligations under
their Guaranty, and interpreted RCW 61.24.100 to bar any further claims
against the Harveys on those secured guaranty obligations once the non-
judicial foreclosure sale had been completed. The trial court also found
that any purported waivers of the anti-deficiency protections of RCW
61.24.100 were void as contrary to public policy and the language of the
statute. The trial court awarded prevailing party attorney’s fees to the
Harveys, with the amount of that award still awaiting determination
below. Those determinations were correct and should be affirmed by this
Court.

II. COUNTER-STATEMENT OF ISSUES

Three central issues are presented to the Court in this appeal:

A. By its terms, did the non-judicially foreclosed deed of trust



prepared by Horizon Bank secure the guaranty obligations of the Harveys,
in addition to the obligations of the borrower/grantor Kaydee Gardens 9,
LLC? YES

B. After electing to non-judicially foreclose the deed of trust
securing the guaranty obligations of the Harveys, was successor
beneficiary Washington Federal precluded by RCW 61.24.100 from
pursuing post-trustee’s sale deficiency claims against the Harveys? YES

C. Are the anti-deficiency protections of RCW 61.24.100 subject to
contractual waiver by a guarantor? NO

III. COUNTER-STATEMENT OF THE CASE

A. Key Provisions of Horizon Bank’s Loan Documents

In July 2007, Horizon Bank made a $2.56 million real estate loan to
Kaydee Gardens 9, LLC (“Kaydee Gardens”), secured by a Deed of Trust
against property which Kaydee Gardens was then purchasing for

1

redevelopment and construction of nine townhomes. At the time of the

" The history of the Kaydee Gardens loan transaction is set forth in the Declaration of
Lance Harvey in Support of Cross Motion for Summary Judgment (“First Harvey
Declaration”) CP 533-37, and in the Declaration of Lance Harvey in Opposition to
Plaintiff’s Cross Motion for Summary Judgment (“Second Harvey Declaration”), CP
694-703. Copies of the Kaydee Gardens Deed of Trust, Harvey Commercial Guaranty
and other loan documents are attached to the First Harvey Declaration as Exhibits C
through K. CP 553-99. A copy of the Trustee’s Deed issued to Washington Federal
following the November 14, 2011 non-judicial foreclosure sale is attached to the First
Harvey Declaration as Exhibit L. CP 600-07. Because the copies of the loan documents
included in the Clerk’s Papers are difficult to read, more legible copies of Exhibit C and
Exhibits E through K from the First Harvey Declaration are attached to this Brief as
Appendix C.



2007 loan, the two members (owners) of Kaydee Gardens were Mark
Tapert and Lance Harvey, and each signed a Commercial Guaranty with
respect to the loan. CP 534. Construction of the townhomes commenced
in late 2007 and they were substantially completed by July 2008. CP 695.

After Mr. Tapert withdrew as co-owner of Kaydee Gardens in mid-
2008, Horizon Bank re-documented the loan in November 2008, with only
Lance Harvey as guarantor. CP 535-36. The $2.56 million loan to
Kaydee Gardens continued to be secured by the July 2007 Kaydee
Gardens Deed of Trust, but Horizon Bank prepared a new Promissory
Note, Business Loan Agreement, Assignment of Rents, Commercial
Guaranty and other loan documents for execution by Kaydee Gardens and
its sole member Lance Harvey. CP 535-36 and 553-99. Neither Mr.
Harvey nor anyone else acting on behalf of Kaydee Gardens played any
role in the drafting of the 2007 or 2008 loan documents, and their
provisions were never discussed between the parties prior to execution.
CP 535. There is no “intent” evidence here to aid in their interpretation,
beyond the language of the documents themselves.

By its terms, Horizon Bank’s Deed of Trust (CP 554-64) secured not
only the obligations of Kaydee Gardens under its Promissory Note (CP
582-82), but also the obligations of respondents Harvey under their

Commercial Guaranty (CP 585-88). On page 3 (CP 556), the Deed of



Trust stated:

THIS DEED OF TRUST, INCLUDING THE
ASSIGNMENT OF RENTS AND THE SECURITY INTEREST
IN THE RENTS AND PERSONAL PROPERTY, IS GIVEN
TO SECURE (A) PAYMENT OF THE INDEBTEDNESS
AND (B) PERFORMANCE OF ANY AND ALL
OBLIGATIONS UNDER THE NOTE, THE RELATED
DOCUMENTS, AND THIS DEED OF TRUST. THIS DEED
OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS
AND THE SECURITY INTEREST IN THE RENTS AND
PERSONAL PROPERTY, IS ALSO GIVEN TO SECURE ANY
AND ALL OF GRANTOR’S OBLIGATIONS UNDER THAT
CERTAIN  CONSTRUCTION  LOAN AGREEMENT
BETWEEN GRANTOR AND LENDER OF EVEN DATE
HEREWITH. [Emphasis added.]

The terms “Indebtedness” and “Related Documents™ were specifically
defined in the 2007 Kaydee Gardens Deed of Trust at page 9 (CP 562):

The word “Indebtedness” means all principal, interest, and any
other amounts, costs and expenses payable under the Note or
Related Documents, together with all renewals of, extensions of,
modifications of, consolidations of and substitutions for the Note
or Related Documents and any amounts expended or advanced
by Lender to discharge Grantor’s obligations or expenses
incurred by Trustee or Lender to enforce Grantor’s obligations
under this Deed of Trust, together with interest on such amounts
as provided in this Deed of Trust. [Emphasis added.]

The words “Related Documents” mean all promissory notes,
credit agreements, loan agreements, guaranties, security
agreements, mortgages, deeds of trust, security deeds, collateral
mortgages, and all other instruments, agreements and documents,
whether now or hereafter existing, executed in connection with
the Indebtedness; provided that the environmental indemnity
agreements are not “Related Documents™ and are not secured by
this Deed of Trust. [Emphasis added.]

The Deed of Trust expressly referred to the Harvey Commercial



Guaranty in other places as well, including the following Definitions on
page 9 (CP 562):

Guarantor. The word “Guarantor” means any guarantor,
surety or accommodation party of any or all of the Indebtedness.

Guaranty. The word “Guaranty” means the guaranty from

Guarantor to Lender, including without limitation a guaranty of
all or part of the Note.

At page S (CP 558), in defining Events of Default, the Deed of Trust
specifically included “Events Affecting Guarantor,” such as the death or
disability of a guarantor. Near the top of page 7 (CP 560), the Deed of
Trust also included an “entire agreement” clause, stating that “This Deed

of Trust, together with any Related Documents, constitutes the entire

understanding and agreement of the parties as to the matters set forth in
this deed of trust.” (Emphasis added.)

In short, the Harveys’ obligations under their Commercial Guaranty
were secured by the Deed of Trust under its clear language, both because
the Guaranty was a “Related Document” and also because the Guaranty

3

obligations were part of the “Indebtedness,” as Horizon Bank chose to

define those terms.?

2 At pages 21-24 of Appellant's Brief, Washington Federal argues that the Kaydee
Gardens Deed of Trust was intended to secure only the borrower's obligations under the
Promissory Note. The primary purpose of the Deed of Trust was to secure payment of
the Note, and naturally most of its provisions were devoted to the borrower/grantor’s
obligations to make payment and protect the property collateral, but that was not its only
purpose. Through Horizon Bank’s choice, it also secured the Harvey’s obligations as
guarantors. It is perfectly permissible for the grantor's deed of trust to secure the



This interpretation of the secured obligations need not be based solely
on the language of Deed of Trust itself. Horizon Bank’s “belt and
suspenders” approach, tying all loan-related obligations together and
securing them with the Deed of Trust, was repeated in other loan
documents prepared by the bank in November, 2008 for execution by Mr.
Harvey, individually and as member of Kaydee Gardens.

The bank’s November 2008 Notice of Final Agreement (CP 568)
defined the scope of the parties’ overall agreement very broadly,
confirming that the term “Loan Agreement” meant “one or more promises,
promissory notes, agreements, undertakings, security agreements, deeds of
trust or other documents, or commitments, or any combination of those

actions are documents, relating to the Loan, including without limitation

the following LOAN DOCUMENTS” (emphasis added). The Notice then

went on to list the “Loan Documents” making up the “Loan Agreement”
between the parties. That list included not only the Promissory Note,
Business Loan Agreement, Assignment of Rents and other items, but also

the “WA Commercial Guaranty: Lance Harvey.” How could anyone

obligations of a third party, in this case the guarantors. See Seattle-First National Bank v.
Hart, 19 Wn. App. 71, 73, 573 P.2d 827 (1978); Restatement (3 of Property:
Mortgages § 1.3 (“An obligation whose performance is secured by a mortgage may be
that of the mortgagor or of some other person.”) As stated in RCW 61.24.020, “A deed
conveying real property to a trustee in trust to secure the performance of an obligation of
the grantor or another to the beneficiary may be foreclosed by trustee's sale.” (Emphasis
added.) While the Kaydee Gardens Promissory Note and Harvey Commercial Guaranty
are separate obligations, Horizon Bank chose to tie them together by securing both with
the Deed of Trust.



seriously contend that the Harvey Guaranty was not a “Related
Document” under the Deed of Trust, when it was specifically listed as a
“Loan Document” making up part of the “Loan Agreement” among
Kaydee Gardens, Lance Harvey and Horizon Bank as confirmed by the
bank’s own Notice of Final Agreement (CP 568)?

Although it scarcely seems necessary, other loan documents prepared
by Horizon Bank reiterated the same point again and again. In the
Business Loan Agreement (CP 574-80), under the heading “Conditions
Precedent to Each Advance,” the first listed condition was as follows:

Loan Documents. Borrower shall provide to Lender the
following documents for the Loan: (1) the Note; (2) Security

Agreements granting to Lender security interest in the Collateral;

(5) guaranties; ... (6) together with all such Related

Documents as Lender may require for the Loan ... [Emphasis
added.]

At page 2 (CP 575), under the heading “Affirmative Covenants,” the
Business Loan Agreement specifically identified the Borrower’s
agreement to provide the Guaranty of Lance Harvey. In its Definitions
section on pages 5-6 (CP 578-79), the Business Loan Agreement also
included essentially the same definitions of “Guarantor,” “Guaranty,”
“Indebtedness,” and “Related Documents” contained in the Deed of Trust.

Although Horizon Bank did not require the execution and recording

of a new Deed of Trust with the other new loan documents in November



2009, it did require Kaydee Gardens to execute an Assignment of Rents
(CP 590-96) with respect to the income to be derived from the completed
townhomes. At page 4 (CP 593), the Assignment of Rents reiterated that

“This Assignment, together with any Related Documents, constitutes the

entire understanding and agreement of the parties as to the matters set
forth in this Assignment” (emphasis added). At page 6 (CP 595), it set
forth essentially the same definitions of “Guarantor,” “Guaranty” and
“Indebtedness” as the Deed of Trust, as well as the same “Related
Documents” definition covering “all ... guaranties ... executed in
connection with the Indebtedness.” (Emphasis added.)

Finally, turning to the Commercial Guaranty itself (CP 585-88), the
interlocking obligations created by Horizon Bank in its loan documents
were reiterated in its language under which Harvey guarantied “full and
punctual payment and satisfaction of the Indebtedness of Borrower to
Lender and discharge of all of Borrower’s obligations under the Note and

Related Documents.” (Emphasis added.) The Guaranty contained

essentially the same definitions of “Guarantor,” “Guaranty,”
“Indebtedness” and “Related Documents” as were set forth in the Deed of
Trust and Business Loan Agreement, as well as the statement under

“Amendments” on page 3 (CP 587) that “This Guaranty, together with any

Related Documents, constitutes the entire understanding and agreement of




the parties as to the matters set forth in this Guaranty.” (Emphasis added.)
B. Default and Washington Federal’s Election of Remedies

Horizon Bank was closed by state banking regulators in January 2010.
Its assets were taken over by the FDIC and sold to appellant Washington
Federal. CP 536. Kaydee Gardens continued to make payments on its
loan until May 2011, when a dispute with Washington Federal over the
amount due brought the parties to an impasse. CP 696-99.

At that point, a number of default remedy options were available to
Washington Federal. It could have sued Kaydee Gardens for a money
judgment on the Promissory Note, and/or sued respondents Harvey for a
money judgment on their Commercial Guaranty. Alternatively, as
confirmed by the terms of the Deed of Trust itself, the bank had the right
to choose between judicial and non-judicial foreclosure. At pages 7-8 (CP
560-61), the Deed of Trust recited:

Foreclosure. With respect to all or any part of the Real
Property, the Trustee shall have the right to exercise its power of
sale and to foreclose by notice and sale, and Lender shall have
the right to foreclose by judicial foreclosure, in either case in
accordance with and to the full extent provided by applicable
law.

Trustee. ... In addition to the rights and remedies set forth
above, with respect to all or any part of the Property, the Trustee
shall have the right to foreclose by notice and sale, and lender
shall have the right to foreclose by judicial foreclosure, in either

case in accordance with and to the full extent provided by
applicable law.

10



Washington Federal voluntarily elected to pursue the remedy of non-
judicial foreclosure under RCW Chapter 61.24. It initiated that process
with the service of a Notice of Default in June 2011, and completed it by
acquiring the Kaydee Gardens property at the trustee’s sale held on
November 14, 2011. CP 536-37 and 602-07.

Prior to completion of the non-judicial foreclosure of the Kaydee
Gardens Deed of Trust through its purchase of the property by Trustee’s
Deed (CP 602-07), Washington Federal was well aware of the “problem”
created by Horizon Bank’s decision to include “guaranties” within the
“Related Documents” definition in the Kaydee Gardens Deed of Trust.
Again, that definition read in its entirety as follows:

The words “Related Documents™ mean all promissory notes,
credit agreements, loan agreements, guaranties, security
agreements, mortgages, deeds of trust, security deeds, collateral
mortgages, and all other instruments, agreements and documents,
whether now or hereafter existing, executed in connection with
the indebtedness; provided that the environmental indemnity

agreements are not “Related Documents” and are not secured by
this Deed of Trust. [Emphasis added.]

In its revised Deed of Trust form put into use before the November 14,
2011 trustee’s sale of the Kaydee Gardens property, Washington Federal
changed the definition of “Related Documents” so that environmental

agreements were expressly included, and “guaranties” were expressly

excluded. CP 631 and 671-92. The revised form reads as follows:

11



The words “Related Documents” mean all promissory notes,
credit agreements, loan agreements, environmental agreements,
security agreements, mortgages, deeds of trust, security deeds,
collateral mortgages, and all other instruments, agreements and
documents, whether now or hereafter existing, executed in
connection with the Indebtedness; provided, that guaranties are
not “Related Documents™ and are not secured by this Deed of
Trust. [Emphasis added.]

Obviously, Horizon Bank could have made the same drafting choice when
it prepared the 2007 and 2008 loan documents for execution by Kaydee
Gardens and Lance Harvey. However, it did not do so and it is the
language actually employed by Horizon Bank which controls this case.
IV. ARGUMENT

A. Standard of Review

The Trial Court decided the issues presented on this appeal on
summary judgment, properly determining that there were no genuine
issues of material fact and that the case should be decided as a matter of
law. The Harveys agree with appellant Washington Federal that this Court
reviews statutory interpretations by the trial court de novo. They also
agree that this Court reviews the trial court’s summary judgment decision
de novo, to the extent that it was based upon matters of contract
construction.

Summary judgment is properly granted when the pleadings,

affidavits, depositions and admissions presented with respect to the motion

12



demonstrate that there is no genuine issue of material fact and that the
moving party is entitled to judgment as a matter of law. CR 56(c); Celotex
Corp. v. Catrett, 477 U.S. 317, 106 S. Ct. 2548, 2552-53, 91 L.Ed.2d 265
(1986),; Lauritzen v. Lauritzen, 74 Wn. App. 432, 437, 874 P.2d 861
(1994) (citing Kesinger v. Logan, 113 Wn.2d 320, 325, 779 P.2d 263
(1989)). A material fact is one upon which the outcome of the trial would
depend, in whole or part. Kendall v. Public Hospital District, 118 Wn.2d
1, 820 P.2d 497 (1991). The purpose of a summary judgment is to avoid a
useless trial when no genuine issue of material fact remains to be decided.
Nielson v. Spanaway General Medical Clinic, 135 Wn.2d 255, 956 P.2d
312 (1998); Olympic Fish Products, Inc. v. Lloyd, 93 Wn.2d 596, 611 P.2d
737 (1980).

The burden is on the moving party to demonstrate that there is no
genuine issue of material fact. Iwai v. State of Washington, 129 Wn.2d 84,
95,915 P.2d 1089 (1996) (citing Young v. Key Pharmaceuticals, Inc., 112
Wn.2d 216, 225, 770 P.2d 182 (1989)). The burden then shifts to the
responding party to set forth specific facts which show there is a genuine
issue for trial. Iwai, 129 Wn.2d at 95-96; Marquis v. City of Spokane, 130
Wn.2d 97, 922 P.2d 43 (1996). The Court must consider all of the facts in
the record and all reasonable inferences therefrom in favor of the non-

moving party. Phillips v. King County, 136 Wn.2d 946, 956, 968 P.2d 871
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(1998).

Before the trial court below, and in its opening brief on this appeal,
appellant Washington Federal has failed to identify any genuine issue of
material fact which should have precluded the trial court from entering
summary judgment in favor of the Harveys.

B. The Trial Court Correctly Construed the Deed of Trust to
Secure the Harveys’ Commercial Guaranty

Interpretation of an unambiguous contract is a question of law.
Absher Constr. Co. v. Kent School District No. 415, 77 Wn. App. 137,
141, 890 P.2d 1071 (1995). “If a contract is unambiguous, summary
judgment is proper even if the parties dispute the legal effect of a certain
provision.” Voorde Poorte v. Evans, 66 Wn. App. 358, 362, 832 P.2d 105
(1992).

In construing a written contract, basic principles dictate that (1) the
intent of the parties controls; (2) the Court ascertains the intent from
reading the contract as a whole; and (3) the Court will not read an
ambiguity into a contract that is otherwise clear and unambiguous. Felton
v. Menan Starch Co., 66 Wn.2d 792, 797, 405 P.2d 585 (1965). Courts
are to determine the parties’ intent based on the “objective manifestations
of the agreement, rather than on unexpressed subjective intent of the

parties.” Hearst Communications, Inc. v. Seattle Times Co., 154 Wn.3d
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493, 503, 115 P.3d 262 (1993). The Court “is not authorized to rewrite the
contract; [its] task is to construe it.” Rodenbough v. Grange Ins. Ass’n, 33
Wn. App. 137, 140, 652 P.2d 22 (1982).

When several instruments are made as part of one transaction, they
must be read together and construed with reference to each other. Kenney
v. Read, 100 Wn. App. 467, 474, 997 P.2d 455 (2000). The rule applies
“even though they do not refer to one another, or even though they are not
executed by the same parties.” Turner v. Wexler, 14 Wn. App. 143, 146,
538 P.2d 877 (1975). In the present case, however, the Deed of Trust,
Commercial Guaranty and other loan documents do expressly refer to each
other (see Section III.A, above) and must be read together.

Words used in a contract should be given their ordinary meaning.
MacLean Townhomes, LLC v. America I Roofing & Builders, Inc., 133
Wn. App. 828, 831, 138 P.3d 155 (2006). A contract is ambiguous if its
terms are uncertain or they are subject to more than one reasonable
meaning. Mayer v. Pierce County Med. Bureau, Inc., 80 Wn. App. 416,
421, 909 P.2d 1323 (1995). If a contract can reasonably be interpreted in
two ways, one of which is ambiguous and one of which is not, the latter
interpretation should be adopted when each clause can be given effect.
Dice v. City of Montesano, 131 Wn. App. 675, 685, 128 P.3d 1253, 1258

(2006) “[A]mbiguity will not be read into a contract where it can be
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reasonably avoided.” McGary v. Westlake Investors, 99 Wn.2d 280, 285,
661 P.2d 971 (1983).°

There is no ambiguity in the Deed of Trust on the subject of whether
it secured the Harveys’ obligations under their Commercial Guaranty. It
expressly stated that it secured payment of the “Indebtedness” and the
performance of all obligations under the “Related Documents,” and
defined the latter to term to include all “guaranties ... executed in
connection with the Indebtedness.” Essentially the same definition of
Related Documents was set forth in the Business Loan Agreement, the
Assignment of Rents, and in the Commercial Guaranty itself. The
Business Loan Agreement expressly referenced the Harvey Guaranty as
one of the Required “Loan Documents” through its Conditions Precedent
and Affirmative Covenants provisions. The Notice of Final Agreement
(CP 568) defined the “Loan Agreement” between the parties to include all

of the “Loan Documents,” specifically listing the Harvey Guaranty as one

¥ Again, Washington Federal has not identified any language of the Kaydee Gardens
Deed of Trust which it claims to be ambiguous. Even if the document did contain
ambiguous language, such ambiguities must be construed against Horizon Bank as
drafter. Sprague v. Safeco Ins. Co. of America, 174 Wn.2d 524, 528, 276 P.3d 1270
(2012). As assignee, Washington Federal stepped into the shoes of Horizon Bank. Puget
Sound National Bank v. Dept. of Revenue, 123 Wn.2d 284, 292, 868 P.2d 127 (1994),
Morse Electro Products Corp. v. Beneficial Industrial Loan Co., 90 Wn.2d 195, 198, 579
P.2d 1341 (1978) (assignee of receiver’s claims stands in shoes of the receiver, who
stands in the shoes of the insolvent debtor in receivership). An assignee from a party
who drafted a contract must have any ambiguities in the contract construed against that
assignee, to the same extent as if it were the drafter. Sunset Oil Co. v. Vertner, 34 Wn.2d
268, 276, 208 P.2d 906 (1949) (“The contract was prepared by respondent’s assignor and
should therefore, generally speaking, be construed in appellant’s favor.”).
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of those documents. See discussion and quoted language in Section IILLA,
above.

Washington courts will not construe contracts in a manner which
would lead to absurd conclusions or would render contractual language
nonsensical or ineffective. MacLean Townhomes, L.L.C. v. Am. Ist
Roofing & Builders Inc., 133 Wn. App. 828, 831, 138 P.3d 155, (2006);
Seattle—First Nat'l Bank v. Westlake Park Assocs., 42 Wn.App. 269, 274,
711 P.2d 361 (1985). There is only one reasonable construction here: The
Deed of Trust expressly secured “performance of any and all obligations
under . . . the Related Documents”; the term Related Documents included
“guaranties ... executed in connection with the Indebtedness”; and the
Harvey Commercial Guaranty was the only “guaranty” executed at the
time of the November 2008 loan documents (CP 650-51 and 669-70) and
was therefore secured by the Deed of Trust.

Although the Harveys are not aware of any Washington appellate
decision construing deeds of trust containing similar “Related Documents”
provisions, that same language has been construed elsewhere. Greenville
Lafayette, LLC v. Elgin State Bank, 296 Mich. App. 284, 818 N.W.2d 460
(2012), involved a Deed of Trust form securing obligations including all
those arising under the “Related Documents.” That term was defined in

the same manner as the Deed of Trust here, to include “all ... guaranties
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. executed in connection with the Indebtedness.” The Michigan
appellate court concluded that obligations under a guaranty of the loan
clearly fell within the definition and were secured by the plain language of
the Deed of Trust: “We agree with plaintiff that the plain language of the
mortgage contract specifically includes guaranties of the indebtedness
secured by the mortgage.” Id. at 290-291. The trial court applied the
same construction to the language of the Kaydee Gardens Deed of Trust,
and it should also be applied by this Court.

C. The Trial Court Correctly Construed RCW 61.24.100 to

Preclude Washington Federal’s Post-Trustee’s Sale Claims
Against the Harveys

1. History of the Washington Deed of Trust Act

The Washington Deed of Trust Act, RCW Chapter 61.24, was enacted
for the public benefit. The Act was designed by the Legislature to avoid
time-consuming judicial foreclosure proceedings and to save substantial
time and money for both the buyer and the lender. This feature of the Act
has been applauded as meeting the needs of modern real estate financing.
Peoples Nat’l Bank of Wash. v. Ostrander, 6 Wn. App. 28, 491 P.2d 1058
(1971) (citing Comment, The Deed of Trust Act in Washington, 41
Wash.L.Rev. 94 (1966)). One purpose of the Act was to keep non-judicial
foreclosure process efficient and inexpensive. Meyers Way Development

Ltd. Partnership v. University Sav. Bank, 80 Wn. App. 655, 910 P.2d 1308
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(1996).
Reading RCW Chapter 61.24 in the context of the mortgage laws and
the history of deed of trust legislation, it is apparent that its enactment

k]

involved a “quid pro quo between lenders and borrowers.” Thompson v.
Smith, 58 Wn. App. 361, 793 P.2d 449 (1990) (quoting Donovick v.
Seattle-First Nat'l Bank, 111 Wn.2d 413, 416, 757 P.2d 1378 (1988)).
Debtors, for example, relinquished their right to redeem the property
within one year after a foreclosure sale, as well as the right to a judicially-
imposed upset price. Thompson, 58 Wn. App. at 365. Lenders, on the
other hand, gave up any right to a deficiency judgment by electing to
proceed with a non-judicial foreclosure under RCW 61.24. Id.

Prior to the substantial rewording of the statute in 1998, RCW
61.24.100 was relatively brief and direct in barring deficiency judgments
on obligations secured by a deed of trust following a non-judicial
foreclosure (except to the extent of realizing on other collateral held by the
lender for those obligations):

Foreclosure, as in this chapter provided. shall satisfy
the obligation secured by the deed of trust foreclosed,
regardless of the sale price or fair value, and no deficiency
decree or other judgment shall thereafter be obtained on
such obligation, except that if such obligation was not
incurred primarily for personal, family, or household
purposes, such foreclosure shall not preclude any judicial

or nonjudicial foreclosure of any other deeds of trust,
mortgages, security agreements, or other security interests
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or liens covering any real or personal property granted to
secure such obligation. Where foreclosure is not made
under this chapter, the beneficiary shall not be precluded
from enforcing the security as a mortgage nor from
enforcing the obligation by any means provided by law.
[Emphasis added. ]

As stated by the Washington Supreme Court in Washington Mutual v.
United States, 115 Wn.2d 52, 58, 763 P.2d 969 (1990), “Washington law
provides that no deficiency judgment may be obtained when a trustee’s
deed is foreclosed.”

Although there were no reported decisions under that Act regarding
the post-sale liability of guarantors, there is no reason to conclude that
they would have been subject to a post-sale deficiency judgment where the
deed of trust secured their guarantor obligations. On the contrary, as
stated in the statute, “foreclosure ... shall satisfy the obligation secured by
the deed of trust foreclosed,” barring any further judgment on such
obligation. See Udall v. T.D Escrow Services, Inc., 159 Wn.2d 903, 916,
154 P.3d 882 (2007) (*“... the debt secured by the trustee’s deed is per se
satisfied by the foreclosure sale due to the Act’s anti-deficiency
provision.”).

2. 1998 Deed of Trust Act Amendments

RCW 61.24.100 was extensively rewritten in 1998, in part to address
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the subject of guarantor lialbili‘fy.4 However the new version of the statute
retained the basic statement of public policy -- a “no deficiency” rule for
obligations secured by the deed of trust prevails, unless the foreclosing
lender can show that a specific exception applies:
Except to the extent permitted in this section for deeds
of trust securing commercial loans, a deficiency judgment
shall not be obtained on the obligations secured by a deed

of trust against any borrower, grantor, or guarantor after a
trustee's sale under that deed of trust. [Emphasis added.]

Subsection (3) of RCW 61.24.100 goes on to provide that as to
commercial loans, the Act does not preclude certain actions, including “(c)

subject to this section, an action for a deficiency judgment against a

guarantor if the guarantor is timely given the notices under RCW
61.24.042” (emphasis added).

There are multiple limitations on deficiency claims against guarantors
contained in Section 61.24.100, as referenced in the “subject to” language
of subsection 3(c). The deficiency action must be commenced within one
year after the trustee’s sale; the guarantor must be given proper notices;
the guarantor is entitled to a judicial determination of “fair value™; if the
deed of trust was granted by the guarantor, liability is limited to waste or
wrongfully retained rents; if the beneficiary excepts a deed in lieu of

foreclosure, the guarantor is exonerated; the beneficiary may waive by

* For ease of reference, a full copy of RCW 61.24.100 is included as Appendix A to this
Brief.
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contract any right to a deficiency claim against a guarantor; and as set
forth in subsection (10):

A trustee’s sale under a deed of trust securing a
commercial loan does not preclude an action to collect or
enforce any obligation of a borrower or guarantor if that
obligation, or the substantial equivalent of that obligation,
was not secured by the deed of trust. [Emphasis added.]

This final limitation on deficiency actions against guarantors is the one at
issue in this case.
3. Interpretation of Subsection (10) of RCW 61.24.100
As indicated above, Section 61.24.100 applies solely to deficiency

actions brought after the trustee’s sale, with respect to obligations secured

by a deed of trust. Subsection (10) only permits post-trustee’s sale claims

against a guarantor if such claims are not based on the obligations, or the
substantial equivalent of the obligations, secured by the foreclosed deed of
trust. If the foreclosed deed of trust did secure the guarantors’ obligations,
then the manifest intent of the Legislature is that any further action against

the guarantors on those secured obligations is precluded by the statute.

Washington Federal elected to take advantage of the expedited
mechanism of a non-judicial foreclosure of the Kaydee Gardens Deed of
Trust. The Harveys’ obligations as guarantors’ were secured by the Deed
of Trust, and were also the “substantial equivalent” of the Note obligations

also secured by the Deed of Trust. Subsection (10) accordingly bars
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plaintiff’s claims against the Harveys under their Guaranty. This result
does not represent a “windfall” to the Harveys, any more than it was a
“windfall” to the Kaydee Gardens as borrower when its liability to the
bank on the loan was limited by RCW 61.24.100 to the proceeds of the
trustee’s sale. Rather, it is simply the outcome designated by the
Legislature as one of the trade-offs for granting lenders the cheap and
expedient remedy of non-judicial foreclosure. The release of the Harveys
from further liability under their Guaranty results directly from the bank’s
choice to secure their guarantor obligations with the same Deed of Trust
securing Kaydee Gardens’ obligation to pay the Note.

Washington Federal seeks to argue that subsection (10) is permissive
only. Appellant’s Brief at 13-14. Such a construction of subsection (10)
would render it meaningless, by allowing lenders to bring deficiency
actions both against guarantors whose obligations were secured by the
non-judicially foreclosed deed of trust, and against guarantors whose

obligations were not secured. It would be as if the Legislature had enacted

a statute governing traffic lights, stating that it is permissible to drive

through an intersection if the light is not red, and a defendant in traffic

court tried to argue that the Legislature did not intend to ban driving

through intersections where the traffic light is red.

Legislative inclusion of certain items within a category necessarily
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implies that other items in that category were intended to be excluded.
Bour v. Johnson, 122 Wn.2d 829, 836, 864 P.2d 380 (1993). “Where a
statute specifically designates the things or classes of things upon which it
operates, an inference arises in law that all things or classes of things
omitted from it were intentionally omitted by the legislature under the
maxim expressio unius est exclusio alterius ....” Landmark Dev., Inc. v.
City of Roy, 138 Wn.2d 561, 571, 980 P.2d 1234 (1999); State ex rel. Port
of Seattle v. Department of Pub. Serv., 1 Wn.2d 102, 112-13, 95 P.2d 1007
(1939) (the expression of one thing in a statute excludes all others).

Thus, in Adams v. King County, 164 Wn.2d 640, 650, 192 P.3d 891
(2008), the Supreme Court was asked to decide whether a provision of the
Washington Uniform Anatomical Gift Act stating that gifts of human body
parts “may be accepted by any hospital,” also permitted gifts of such items
to non-hospitals. The Court rejected that contention:

The canons of statutory construction do not permit such an
interpretation.  This court recognizes that “[o]missions are
deemed to be exclusions.” In re Det. of Williams, 147 Wash.2d
476, 491, 55 P.3d 597 (2002) (“Under expressio unius est
exclusio alterius, ... to express one thing in a statute implies the
exclusion of the other.”); State v. Delgado, 148 Wash.2d 723,
729, 63 P.3d 792 (2003). Hospitals are one of several qualifying
donees under subsection (1), but hospitals are the only donee
listed in subsection (2) as authorized to accept an undesignated
gift. If the legislature did not intend to limit undesignated gifts to

hospitals, then we assume that subsection (2) would have stated
that any qualifying donee could accept such gifts.
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Similarly, in the present case if the Legislature had intended to allow
post-trustee’s sale deficiency claims against guarantors, regardless of
whether their obligations were secured by the foreclosed deed of trust, it
would have stated in subsection (10) that “For deeds of trust securing
commercial loans, a deficiency judgment may be obtained against any
guarantor after a trustee’s sale under that deed of trust, regardless of
whether the guarantor’s obligations were secured by the deed of trust.”
But the Legislature did not do that. It drew a clear distinction between
guarantor obligations secured by the non-judicially foreclosed deed of

trust, and guarantor obligations which were not so secured. Only with

respect to unsecured obligations did the legislature determine that a post-
sale deficiency claim could be pursued against a guarantor.

Washington Federal also argues that construing subsection (10) as
described above would conflict with the language of subsection (6), which
makes a guarantor liable for a post-sale deficiency to the extent of waste
or wrongful withholding of rents by the guarantor, if the guarantor’s
obligations were secured by the guarantor’s own property. Certainly the
legislature could have been clearer in articulating how all of the parts of
RCW 61.24.100 fit together. However, the duty of this Court is to
construe the statute so as to effectuate the legislative intent. Whatcom

County v. City of Bellingham, 128 Wn.2d 537, 546, 909 P.2d 1303 (1996).
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It does so by interpreting the statute as a whole, giving effect to all of its
provisions, and not rendering some of them meaningless or superfluous.
Muckleshoot Indian Tribe v. Washington Dept. of Ecology, 112 Wn. App.
712, 720 (2002). See also Timberline Air Service, Inc. v. Bell Helicopter-
Textron, Inc., 125 Wn.2d 305, 314-15, 884 P.2d 920 (1994); Whatcom v.
City of Bellingham, 128 Wn.2d at 546.

The only reasonable interpretation of RCW 61.24.100(10) is that it
states a general rule that post-trustee’s sale deficiency claims against
guarantors are precluded where, as here, the guarantors’ obligations were
secured by the non-judicially foreclosed deed of trust. RCW 61.24.100(6)
should be read as presenting a limited exception to that general rule,
allowing claims for waste and wrongful retention of rents committed by
the guarantor, where the guarantors’ obligations were secured by a deed of
trust against the guarantors’ own property.5

Such an interpretation of the anti-deficiency statute gives guarantors

the same very limited liability which borrowers have with respect to

obligations secured by the non-judicially foreclosed deed of trust. The

general rule is that borrowers have no post-sale liability for a deficiency

on such obligations, but the narrow exception under subsection 3(c)(1)

* That limited exception has no application here, where the property subject to the deed of
trust was owned by Kaydee Gardens rather than the Harveys individually, and where
there were no allegations of waste or wrongful retention of rents by Washington Federal.
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allows them to be held liable to the extent of waste or wrongful retention
of rents committed by them.

Counsel for the Harveys has been unable to locate any legislative
history which would be of assistance to the Court in construing subsection
(10).6 However, there is an extensive discussion of RCW 61.24.100’°s
anti-deficiency provisions at page 4 of the Summer 1998 edition of the
WSBA Real Property, Probate & Trust Section Newsletter, entitled “An
Overview of Washington’s 1998 Deed of Trust Act Amendments,”
published shortly after the amendments became effective.”  That
discussion ended with the following paragraph addressing subsection (10),
confirming the parallel obligations of borrowers and guarantors with
respect to obligations which had been secured by the foreclosed deed of
trust:

Finally, as long as the guarantor is not a borrower, the
guarantee itself may be secured by a deed of trust. A trustee’s
sale under such a deed of trust extinguishes the liability of the
guarantor under the guarantee to the same extent a borrower’s
liabilities are terminated by a trustee’s sale. However, if the
foreclosed property is the guarantor’s principal residence, the
guarantor as the first right to the sales proceeds in an amount
equal to the homestead exemption, which, under RCW

S At page 19 of Appellant's Brief, Washington Federal refers to the House Bill Report for
Engrossed Substitute Senate Bill 6191, 55" Leg. Reg. Sess. (Wash. 1998) and its
summary of revised RCW 61.24.100’s requirements for seeking a deficiency judgment
against a guarantor. That summary did not purport to be exhaustive, and instead qualified
the items listed as conditions with the phrase "if certain conditions are met, including the
following: ...” The restrictions in Subsection (10) are not the only ones omitted from the
brief summary in the Bill Report.

7 A copy of the article is attached for reference as Appendix B to this Brief.
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60.13.030, is the lesser of $30,000 or the guarantor’s equity in the
property. [Emphasis added.]

Read as a whole, RCW 61.24.100 reflects the legislative intent to
preclude deficiency judgments against secured commercial loan guaranty
obligations through subsection (10), by applying the general no-deficiency
rule of subsection (1) to such claims, excepting only those narrow
situations (not applicable here) where the guarantors granted the deed of
trust and then committed waste or similar wrongdoing as referenced in
subsection (6).

While there are as yet no reported Washington cases construing
subsection (10), a determination that it bars post-trustee sale deficiency
claims on secured guarantor obligations is consistent with other decisions
interpreting the Deed of Trust Act. Washington courts have created a
clear line of demarcation prohibiting deficiency actions on obligations
secured by a non-judicially foreclosed deed of trust. This line of
demarcation was recently reiterated in Beal Bank, SSB v Sarich, 161
Wn.2d 544, 550, 552, 167 P.3d 555 (2007). Beal Bank held that while a
non-judicially foreclosing deed of trust holder was barred from seeking a
deficiency judgment on the foreclosed obligation, junior deed of trust
holders were entitled to enforce the debt obligations owed to them because

those obligations were not secured by the foreclosed deed of trust.
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Similarly, in Glenham v. Palzer, 58 Wn. App. 294, 298, 792 P.2d 551
(1990), defendants who did not have an obligation secured by the
foreclosed trust deed sought to avoid tort claims against them related to
the foreclosed loan transaction. Recognizing that the no-deficiency rule
protects those with obligations secured by the deed of trust, the Glenham
court refused to bar further action against the defendants, because their tort
obligations were not secured by the trust deed. Id.,; see also Thompson v.
Smith, 58 Wn. App. 361, 366, 793 P.2d 449 (1990) (deed of trust
beneficiary who accepted deed in lieu of foreclosure, then resold the
property, was barred from seeking a deficiency judgment since the
beneficiary had in effect non-judicially foreclosed the deed of trust
securing the obligation).

In the present case, Horizon Bank could have taken the more normal
approach and drafted its Deed of Trust to secure only the borrower’s
obligations under the Promissory Note. Instead, it elected to have the
Deed of Trust also secure the Harveys’ obligations under their
Commercial Guaranty. Washington Federal could have chosen to sue
borrower Kaydee Gardens on the Promissory Note and/or the Harveys on
the Commercial Guaranty, obtaining a money judgment without pursuing
its Kaydee Gardens property collateral. It could have chosen to foreclose

the Deed of Trust judicially, preserving the right to deficiency judgments

29



but taking the property subject to upset price limitations and a one year
redemption period. Instead, it chose the more expedient remedy of a non-
judicial foreclosure and trustee’s sale.

These choices have legal consequences. Because the obligations of
the Harveys under their Commercial Guaranty were secured by the Deed
of Trust, their liability to Washington Federal ended with the trustee’s
sale. The Trial Court correctly dismissed this action as having been
brought in violation of RCW 61.24.100.

D. The Protections of RCW 61.24.100 Are Not Waivable

At page 27 of its opening brief, Washington Federal argues that the
protections afforded guarantors through RCW 61.24.100 were waived by
boilerplate language buried in the fine print on page 2 of the Harveys’
Commercial Guaranty (CP 586), referencing “anti-deficiency law” but
failing to explain or define that term. As an alternative argument below,
the Harveys contended that they did not understand the meaning of the
term “anti-deficiency” and that the requirements for a valid waiver of
RCW 61.24.100’s protections had not been established. CP 518-20 and
696. It is long established law in Washington that “[a] ‘waiver’ is the
intentional and voluntary relinquishment of a known right, or such
conduct as warrants an inference of the relinquishment of such right. The

person against whom a waiver is claimed must have intended to relinquish
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the right, advantage, or benefit, and his actions must be inconsistent with
any other intention than to waive them.” Birkeland v. Corbett, 51 Wn.2d
554, 565, 320 P.2d 635 (1958).

However, it was not necessary for the trial court to consider that
alternative argument, because it properly determined that waivers of the
protections of the Deed of Trust Act are not waivable as a matter of law.
First, the language of opening sentence of the statute is mandatory --
except as provided in RCW 61.24.100, a deficiency judgment “shall not be
obtained” against a borrower or guarantor. Nothing in the statute even
suggests, much less provides, that its protections are waivable. On the
contrary, subsection (9) allows a deed of trust beneficiary to contractually
waive the right to a deficiency following a trustee’s sale, but contains no
corresponding provision sanctioning waivers from borrowers or
guarantors with respect to the statutory protections against deficiency
judgments. Again, “expressio unius est exclusio alterius.” Landmark
Dev., Inc. v. City of Roy, supra.

If the anti-deficiency protections set forth in RCW 61.24.100 were
waivable, such waivers would be included in every Washington loan
document, and lenders would have the best of both worlds: they would
receive the speedy non-judicial foreclosure remedy afforded by the Deed

of Trust Act, without the burdens of redemption periods, upset price
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hearings or other aspects of the judicial foreclosure process, while still
retaining the right to recover deficiency judgments against the borrowers
and guarantors following the trustee’s sale. Such an outcome would be
totally at odds with the fundamental “quid pro quo between lenders and
borrowers” underlying the Deed of Trust Act. Thompson v. Smith, 58 Wn.
App. 361, 793 P.2d 449 (1990).

It would also be contrary to the Washington Supreme Court’s recent
decision under the Deed of Trust Act in Bain v. Metropolitan Mortgage
Group, Inc., 175 Wn.2d 83, 107-108, 385 P.3d 34 (2012), involving the
contention that MERS could non-judicially foreclose deeds of trust
granted to it as “nominee,” even though it could not prove that it was the
holder of the promissory note secured by the deed of trust. The Supreme
Court rejected an argument by MERS that a deed of trust grantor had
contractually waived a statutory requirement, that only a holder of the
obligation secured by the deed of trust could exercise the rights of a
“beneficiary” under the statute through non-judicial foreclosure. The
Court stated:

This is not the first time that a party has argued that we should
give effect to its contractual modification of a statute. ... The
legislature has set forth in great detail how nonjudicial
foreclosures may proceed. We find no indication the legislature

intended to allow the parties to vary these procedures by contract.
We will not allow waiver of statutory protections lightly.
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These principles were reiterated by the Washington Supreme Court in
Schroeder v. Excelsior Management Group, LLC, — Wn2d ,
P.3d  , No. 86433-1 (Feb. 28, 2013), which presented the issue of
whether a deed of trust grantor could waive the statutory requirement that
deeds of trust on agricultural land must be foreclosed judicially. Rejecting
that waiver argument, the Court stated:

This is not the first time we have confronted the argument that
statutory requirements of the deeds of trust act may be waived
contractually. In Bain v. Metropolitan Mortgage Group, 175
Wn.2d 83, 285 P.3d 34 (2012), we held the statutory requirement
that the beneficiary hold the note or other instrument of
indebtedness could not be waived. /d. at 108. In Bain, we
followed the reasoning of other cases in which we have held
other statutory requirements could not be contractually waived.

Id. at 107-08 (citing Godfrey v. Hartford Cas. Ins. Co., 142

Wn.2d 885, 16 P.3d 617 (2001); Nat'l Union Ins. Co. of

Pittsburgh v. Puget Sound Power & Light, 94 Wn. App. 163,

177, 972 P.2d 481 (1999); State ex rel. Standard Optical Co. v.

Superior Court, 17 Wn.2d 323, 329, 135 P.2d 839 (1943)).

PDF slip opinion at pages 12-13.

The same fundamental principles should be applied to the anti-
deficiency protections of RCW 61.24.100. Nothing in the Bain or
Schroeder decisions suggests that they are limited to pre-foreclosure
procedural requirements, as contended by Washington Federal at page 31
of its opening brief, nor that the Supreme Court intended any different a

policy to apply to the statutory limits upon a beneficiary’s right to obtain

deficiency judgments after the trustee’s sale is completed. On the
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contrary, the language of RCW 61.24.100 is quite emphatic and
unconditional, beginning with the words “Except to the extent permitted in
this section for deeds of trust securing commercial loans, a deficiency

judgment shall not be obtained ...” Allowing waivers of those protections

would gut the statute, permitting banks to obtain all of their side of the
“quid pro quo” under the statute, while denying it to the parties intended to
be protected, i.e. borrowers, grantors and guarantors.

E. The Harveys Seek an Award of Prevailing Party Attorney’s
Fees in This Appeal

The Harveys were awarded prevailing party attorney’s fees by the
trial court below, and seek a similar award from this Court, based upon the
agreements between the parties and RCW 4.84.330.

At page 2 under the heading “Attorneys’ Fees; Expenses,” the Kaydee
Gardens Promissory Note (CP 583) provided for the recovery of attorney’s
fees incurred by the Lender in collecting the Note. Washington Federal as
Lender was also entitled to recover its attorney’s fees under the provision
on that subject included under “Miscellaneous Provisions™ near the bottom
of page 4 of the Business Loan Agreement (CP 577). The Harvey
Commercial Guaranty, through its “Indebtedness” section on the first page
(CP 585), also included the obligation to pay attorney’s fees incurred by

the Lender.
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While the loan documents did not expressly for the recovery of
attorney’s fees against the bank, the gap in those one-sided provisions is
filled by RCW 4.84.330, which states as follows:

In any action on a contract or lease entered into after
September 21, 1977, where such contract or lease specifically
provides that attorneys' fees and costs, which are incurred to
enforce the provisions of such contract or lease, shall be awarded
to one of the parties, the prevailing party, whether he or she is the
party specified in the contract or lease or not, shall be entitled to
reasonable attorneys' fees in addition to costs and necessary
disbursements. Attorneys’ fees provided for by this section shall
not be subject to waiver by the parties to any contract or lease
which is entered into after September 21, 1977. Any provision in
any such contract or lease which provides for a waiver of
attorneys' fees is void. As used in this section “prevailing party”

means the party in whose favor final judgment is rendered.
[Emphasis added. ]

In the final paragraph of its November 29, 2012 Order Granting
Defendants Summary Judgment Dismissing Plaintiff’s Complaint (CP
275) the trial court ruled that “defendants Harvey are entitled to recover
their prevailing party attorney’s fees and costs, in amounts to be
determined by the Court at a subsequent hearing.” An application for an
award of such fees and costs was subsequently submitted to the trial court,
and is awaiting a decision. Harveys submit that, based upon the same
contractual provisions referenced above and RCW 4.84.330, they are
entitled to an award of their reasonable attorney’s fees against Washington

Federal upon prevailing in this appeal.
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V. CONCLUSION
For all of the reasons stated above, the trial court’s dismissal of
Washington Federal’s complaint against the Harveys should be upheld,
and the Harveys should be awarded attorney’s fees incurred on this appeal.

RESPECTFULLY SUBMITTED this 4th day of April, 2013.

LASHER HOLZAPFEL
SPERRY & EBBERSON P.L.L.C.

By ?MW

Dean A. Messmer, WSBA No. 5738
Attorneys for Defendants-Respondents
Lance Harvey, individually and the
marital community comprised of Lance
Harvey and “Jane Doe” Harvey,
husband and wife
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APPENDIX A

TEXT OF RCW 61.24.100

(1) Except to the extent permitted in this section for deeds of trust securing
commercial loans, a deficiency judgment shall not be obtained on the obligations
secured by a deed of trust against any borrower, grantor, or guarantor after a
trustee's sale under that deed of trust.

(2)(a) Nothing in this chapter precludes an action against any person liable on the
obligations secured by a deed of trust or any guarantor prior to a notice of trustee's sale
being given pursuant to this chapter or after the discontinuance of the trustee's sale.

(b) No action under (a) of this subsection precludes the beneficiary from commencing
a judicial foreclosure or trustee's sale under the deed of trust after the completion or
dismissal of that action.

(3) This chapter does not preclude any one or more of the following after a
trustee's sale under a deed of trust securing a commercial loan executed after June
11, 1998:

(a)(1) To the extent the fair value of the property sold at the trustee's sale to the
beneficiary or an affiliate of the beneficiary is less than the unpaid obligation secured by
the deed of trust immediately prior to the trustee's sale, an action for a deficiency
judgment against the borrower or grantor, if such person or persons was timely given the
notices under RCW 61.24.040, for (A) any decrease in the fair value of the property
caused by waste to the property committed by the borrower or grantor, respectively, after
the deed of trust is granted, and (B) the wrongful retention of any rents, insurance
proceeds, or condemnation awards by the borrower or grantor, respectively, that are
otherwise owed to the beneficiary.

(i1) This subsection (3)(a) does not apply to any property that is occupied by the
borrower as its principal residence as of the date of the trustee's sale;

(b) Any judicial or nonjudicial foreclosures of any other deeds of trust, mortgages,
security agreements, or other security interests or liens covering any real or personal
property granted to secure the obligation that was secured by the deed of trust foreclosed;
or

(¢) Subject to this section, an action for a deficiency judgment against a
guarantor if the guarantor is timely given the notices under RCW 61.24.042.



(4) Any action referred to in subsection (3)(a) and (c) of this section shall be
commenced within one year after the date of the trustee's sale, or a later date to which the
liable party otherwise agrees in writing with the beneficiary after the notice of foreclosure
is given, plus any period during which the action is prohibited by a bankruptcy,
insolvency, moratorium, or other similar debtor protection statute. If there occurs more
than one trustee's sale under a deed of trust securing a commercial loan or if trustee's
sales are made pursuant to two or more deeds of trust securing the same commercial loan,
the one-year limitation in this section begins on the date of the last of those trustee's sales.

(5) In any action against a guarantor following a trustee's sale under a deed of trust
securing a commercial loan, the guarantor may request the court or other appropriate
adjudicator to determine, or the court or other appropriate adjudicator may in its
discretion determine, the fair value of the property sold at the sale and the deficiency
judgment against the guarantor shall be for an amount equal to the sum of the total
amount owed to the beneficiary by the guarantor as of the date of the trustee's sale, less
the fair value of the property sold at the trustee's sale or the sale price paid at the trustee's
sale, whichever is greater, plus interest on the amount of the deficiency from the date of
the trustee's sale at the rate provided in the guaranty, the deed of trust, or in any other
contracts evidencing the debt secured by the deed of trust, as applicable, and any costs,
expenses, and fees that are provided for in any contract evidencing the guarantor's
liability for such a judgment. If any other security is sold to satisfy the same debt prior to
the entry of a deficiency judgment against the guarantor, the fair value of that security, as
calculated in the manner applicable to the property sold at the trustee's sale, shall be
added to the fair value of the property sold at the trustee's sale as of the date that
additional security is foreclosed. This section is in lieu of any right any guarantor would
otherwise have to establish an upset price pursuant to RCW 61.12.060 prior to a trustee's
sale.

(6) A guarantor granting a deed of trust to secure its guaranty of a commercial loan
shall be subject to a deficiency judgment following a trustee's sale under that deed of trust
only to the extent stated in subsection (3)(a)(i) of this section. If the deed of trust
encumbers the guarantor's principal residence, the guarantor shall be entitled to receive
an amount up to the homestead exemption set forth in RCW 6.13.030, without regard to
the effect of RCW 6.13.080(2), from the bid at the foreclosure or trustee's sale accepted
by the sheriff or trustee prior to the application of the bid to the guarantor's obligation.

(7) A beneficiary's acceptance of a deed in lieu of a trustee's sale under a deed of trust
securing a commercial loan exonerates the guarantor from any liability for the debt
secured thereby except to the extent the guarantor otherwise agrees as part of the deed in
lieu transaction. .

(8) This chapter does not preclude a beneficiary from foreclosing a deed of trust in the

same manner as a real property mortgage and this section does not apply to such a
foreclosure.
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(9) Any contract, note, deed of trust, or guaranty may, by its express language,
prohibit the recovery of any portion or all of a deficiency after the property encumbered
by the deed of trust securing a commercial loan is sold at a trustee's sale.

(10) A trustee's sale under a deed of trust securing a commercial loan does not
preclude an action to collect or enforce any obligation of a borrower or guarantor if
that obligation, or the substantial equivalent of that obligation, was not secured by
the deed of trust.

(11) Unless the guarantor otherwise agrees, a trustee's sale shall not impair any right
or agreement of a guarantor to be reimbursed by a borrower or grantor for a deficiency
judgment against the guarantor.

(12) Notwithstanding anything in this section to the contrary, the rights and
obligations of any borrower, grantor, and guarantor following a trustee's sale under a
deed of trust securing a commercial loan or any guaranty of such a loan executed prior to

June 11, 1998, shall be determined in accordance with the laws existing prior to June 11,
1998.
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An Overview of Washington’s
1998 Deed of Trust Act

Amendments

Craig A. Fielden®
Stoel Rives LLP, Seattle

On June 11, 1998, a set of comprehensive amendments to
Washington’s Deed of Trust Act, chapter 61.24 RCW (the
“Act”), took effect. The 1998 amendments revise 12 of the 14
sections of the prior Act, create 4 new sections, and modify RCW
7.28.300 (quieting title against a real property security lien) and
RCW 7.60.020 (appointment of a receiver). This article provides
only a thumbnail sketch of the most significant substantive
changes and clarifications contained in the 1998 amendments,
and the practitioner is advised to carefully review the amended
Act in its entirety.

I. NEW DEFINITIONS

The starting point of any analysis of the 1998 amendments is
the Act’s new definitions section. Unlike the prior version of the
Act, which did not define many of the key terms used throughout
the statute, the 1998 amendments define eleven key terms:
grantor, beneficiary, affiliate of beneficiary, trustee, borrower,
grantor, commercial loan, trustee's sale, fair value, record and

continued on page 4
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Sale of Residential Real
Property From an Estate:

Practical Suggestions and Ways to Limit
the Personal Representative’s Liability

Matthew B. McCutchen'
Perkins Coie LLP, Seattle

The standard Northwest Multiple Listing Service (“NWMLS™)
forms for the sale of residential real property contemplate that the
seller is the owner who is familiar with the property. Typically,
this familiarity is because the property is either the seller’s
primary residence or rental property. However, when the owner
has died and the seller becomes the personal representative who
may be a son, daughter, friend or corporate fiduciary, this
familiarity is lost. In this situation, using the standard NWMLS
forms without modification can result in the personal
representative incurring unnecessary liability by making broad
representations and warranties based on little or inaccurate
knowledge. The following points can help you limit the personal
representative’s liability and lay the groundwork for a smoother
closing.

1. The Basics.

The following assumes that you have covered the basics: (1)
the personal representative has the authority to sell the property,
either under nonintervention powers or court order; (2) the sale
is consistent with the terms of the Will and no beneficiary wants
the property as all or part of his or her distributive share; and (3)
the property is adequately insured against loss pending the sale.

However, there is one additional basic step that is often
overlooked: Confirm that the decedent held title to the real
property. From experience, individuals can creatively transfer
real property, especially after they have received estate planning
advice. For example, the decedent may have sold, gifted or
transferred all or a fraction of the property to an individual, trust
or limited liability company. The personal representative may
not be aware of the transfer and, assuming that the decedent held
title, will proceed to list the property for sale.

continued on page 3
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recorded, and person. The newly defined terms not only
promote consistency and clarity in the statute, but they contain
important substantive changes as well. Forexample, the amended
Act specifically distinguishes among a “borrower,” “grantor”
and “guarantor.” Inshort, a guarantor cannot also be a borrower.
Since the amended Acttreats borrowers and guarantors differently
with respect to their potential liability for a deficiency judgment,
this distinction prevents a lender from requiring the same person
to act in both capacities in an attempt to circumvent the statutory
limitations on post-sale liability. However, the Act does not
preventa guarantor from being a grantorunderadeed of trustthat
is givento secure the borrower’s note, provided the grantor is not
also a borrower. The new definitions contain other substantive
changes as well, some of which are highlighted below.

II. ANTI-DEFICIENCY PROVISIONS

Among the most notable of the 1998 amendments are the
changes to RCW 61.24.100 regarding the Act’s anti-deficiency
rules. Under the prior version of that section, the borrower had
no personal liability for a deficiency following a trustee’s sale.
Under the new Act, however, if the underlying obligation is a
“commercial loan” (defined as a loan that is not made primarily
for “personal, family or household purposes™), and the deed of
trust does not encumber the borrower’s principal residence on
the date of the trustee’s sale, a lender who purchases the property
at such sale now has limited recourse against a borrower.
Specifically, if and to the extent the “fair value” (another newly
defined term) of the property as of the date of the trustee’s sale
is less than the amount of the debt, and regardless of the amount
of the lender’s bid, the lender may obtain a judgment against the
borrower (a) for the wrongful retention of any rents, insurance
proceeds or condemnation awards that are owed to the lender,
and (b) to the extent such difference is caused by waste to the
property committed by the borrower after the date the deed of
trust is granted. Both of those provisions also apply to the deed
of trust grantor (who may or may not be the borrower). In both
cases, the liable party must have been given the statutory notices
of the foreclosure, and the action must be brought within one year
after the date of the trustee’s sale, as opposed to the normal six-
year statute of limitations. The one year period is extended to the
extent that action is tolled by bankruptcy or any other debtor
protection statute.

The amended Act also provides that a trustee’s sale under a
deed of trust securing a commercial loan does not preclude an
action to collect or enforce any obligation of a borrower or
guarantor if that obligation, or the “substantial equivalent” of
that obligation, is not secured by the deed of trust. RCW
61.24.100(10). Thus, the parties may segregate liabilities into
those that may be included in the lender’s bid price, and therefore
recovered from the sale if the lender is outbid, and those that will
survive a trustee’s sale. Because of the “substantially similar”

qualification, however, the lender cannot have it both ways: that
is, both secure a specific obligation and require the borrower to
execute an unsecured indemnification and cause that obligation
to survive the sale.

The amended RCW 61.24.100 also clarifies the scope of a
guarantor’s liability fora post-sale deficiency, an issue which the
Washington courts have declined to resolve. E.g., Glenham v.
Palzer,58 Wn. App. 294,298 n.4,792P.2d 551 (1990); Thompson
v. Smith, 58 Wn. App. 361, 367 n.4, 793 P.2d 449 (1990). Under
the new Act, the guarantor of a commercial loan is liable for a
deficiency judgment, but only if the guarantor was given the
same statutory notices that are required to be given to the
borrower and the action is brought within the limitations period
applicable to the borrower and grantor. In any such action, the
guarantor may plead the “fair value” of the property as a defense
to some portion or all of its liability. Under this defense, the
guarantor’s liability is equal to the debt as of the sale date, less the
greater of the successful bid amount or the fair value of the
property sold at the sale, plus interest on the amount of the
deficiency from the sale date at the rate provided in the applicable
loan documents, plus such costs, expenses and fees as are agreed
to in the guaranty. If any other collateral for the same debt is sold
prior to the entry of the deficiency judgment, the fair value of that
property is added to the other fair values for the purpose of
determining the extent of the guarantor’s liability. This “fair
value” defense avoids the inequities of a double recovery that
would otherwise result from a successful bid that is significantly
less than both the debt and the value of the property.

Finally, as long as the guarantor is not a borrower, the
guaranty itself may be secured by a deed of trust. A trustee’s sale
under such a deed of trust extinguishes the liability of the
guarantor under the guaranty to the same extent a borrower’s
liabilities are terminated by a trustee’s sale. However, if the
foreclosed property is the guarantor’s principal residence, the
guarantor has the first right to the sale proceeds in an amount
equal to the homestead exemption, which, underRCW 6.13.030,
is the lesser of $30,000 or the guarantor’s equity in the property.

III. OTHER REMEDIES

The 1998 amendments address other remedies as well.
Washington prohibits a “concurrent action” on the same debt in
the context of a judicial or nonjudicial foreclosure. RCW
61.12.120, 61.24.030(4). A 1990 amendment to the Deed of
Trust Actclarified that with respect to atrustee’s sale incommercial
loan, a request for the appointment of a receiver is not such an
*“action.” Italso permitted concurrent and subsequent foreclosures
of other security granted for acommercial loan. A new subsection
(2) to RCW 61.24.100 addresses two additional points. First, by
taking a deed of trust, a lender is not precluded from bringing
another type of action prior to commencing a trustee’s sale. In
other words, Washington has no “security first” rule. Second, if

continued on page 7
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the other action has been concluded and any portion of the debt
remains outstanding, the lender may thereafter judicially or
nonjudicially foreclose a deed of trust. This should avoid
concerns over whether a lender is precluded from obtaining a
“pre-foreclosure deficiency” against the borrower because it may
not seek a personal judgment after a trustee’s sale is held. While
these provisions were not previously codified, neither represents
a departure from existing law.

IV. BANKRUPTCY CONCERNS

Another significant provision of the new Act attempts to
circumvent a common bankruptcy problem by specifically
defining the exact time when a trustee’s sale is deemed “final.”
The problem arises when a bankruptcy is filed after the conclusion
of atrustee’s sale, but before the trustee’s deed isrecorded. Inthis
situation, four sections of the Bankruptcy Code—Sections 362(a),
541,544(a)(3), 549(a)—combine to bring the foreclosed property
into the bankruptcy estate, stay the recordation of the trustee’s
deed, and permit the bankruptcy trustee to avoid the transfer of
the debtor’sinterest in the property. See,e.g., Inre Williams, 124
B.R. 311 (Bankr. C.D. Cal. 1991); In re Walker, 861 F.2d 597
(9th Cir. 1988).

The amended RCW 61.24.050 attempts to avoid this result by
providing that a trustee’s sale is “final” as of the time and date the
trustee accepts a bid, provided the trustee’s deed is recorded
within fifteen days. This “relation back” approach follows a
similar 1993 attempt by the California legislature to circumvent
the same bankruptcy concern. California’s relation back statute,
Section 2924h(c) of the California Civil Code, has been tested
and proven effective in at least two cases, /n re Engles, 193 B.R.
23 (Bankr. S.D. Cal. 1996), and In re Garner, 208 B.R. 698
(Bankr. N.D. Cal. 1997). The California approach successfully

Jrom page 6
Sale of Residential Real Property From an Estate

the property. Recognize, however, that the broker, real estate
agent and buyer may not agree with all or any or your suggested
revisions, and negotiation may be necessary.

The foregoing points cover the basic forms and highlight
some suggested revisions. As always, carefully review all forms
and addenda related to the sale and determine what, if any,
additional revisions are required. By considering these issues
when conducting your review, you can limit the personal
representative’s liability and lay the groundwork for a smoother
closing.

o B

! The author gratefully acknowledges the significant contributions by Ellen Conedera
Dial and Carol Kirby to this article

avoids the automatic bankruptcy stay because Section 362(b)(3)
of the Code excepts from the stay certain acts to perfect an
interest in property to the extent that the trustee’s rights and
powers are subject to such perfection under Section 546(b) of the
Code; Section 546(b), in turn, gives effect to state law provisions
permitting retroactive perfection.

V. EXCLUSION OF AGRICULTURAL LAND

In order to provide farmers and other owners of agricultural
property facing foreclosure the opportunity to harvest seasonal
crops from their land, Washington law provides that the
foreclosure of agricultural property must be accomplished
judicially, thus allowing the land owner a longer foreclosure
process as well as a one year redemption period. To accomplish
this result, the prior version of RCW 61.24.030 required that a
deed of trust, as a prerequisite to being non-judicially foreclosed,
contain a statement that the secured property “is not used
principally for agricultural or farming purposes.” Under an
amended RCW 61.24.030, this requirement remains, although
the term “farming” has been eliminated due to its ambiguous
meaning. However, the new Act requires that, in addition to the
statement that the encumbered property is not used for agricultural
purposes, the property is not in fact so employed. To thisend, the
revised section requires that if the statement is false as of both the
date the deed of trust was granted and the date of the trustee’s
sale, the property must be foreclosed judicially. Thus, a non-
judicial foreclosure is allowed if the statement is true as of either
ofthose two dates. This prohibits the grantor from changing non-
agricultural property to an agricultural use in an attempt to
circumvent the beneficiary’s contractual right to foreclose
nonjudicially. However, if the property was originally used for
agricultural purposes but its use changes during the term of the
deed of trust, the deed of trust may be amended to include the
non-agricultural use statement, thus providing to the beneficiary
the remedy of nonjudicial foreclose.

The new Act also specifically defines the term “agricultural
purposes’ as “an operation that produces crops, livestock, or
aquatic goods.” RCW 61.24.030. This definition is consistent
with an approach used in other security contexts, most notably in
the proposed, new Article 9 of the Uniform Commercial Code.
See Draft Revision of Uniform Commercial Code Article 9 —
Secured Transactions; Sales of Accounts and Chattel Paper,
Sections 9-102(3), (23), (29); and 9-105(c).

VI.TRUSTEES AND THE FORECLOSURE PROCESS
In 1981, the Act was amended to allow any “domestic
corporation” to act as a trustee. Since thatamendment, a number
of out-of-state entities have been incorporating in Washington
with no physical presence within the state for the sole purpose of
acting as trustees in nonjudicial foreclosures. Unlike the other

continued on page 8
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preparing the Trust and Estate Dispute Resolution Act for re-
submission to the legislature, and may have some additional
proposals for changes tothe durable power of attorney statutes.
Asbills reach proposal status they will be included on our Web
page. This will allow you to see the actual terms of the specific
proposals, and will give you opportunity to give us your
feedback.

Ithas been my pleasure to serve as your Chair over this past
year. Thank you for all of your assistance and support. With
John Riley as your new Chair, and Mark Roberts as the new
Chair Elect, I know that our Section will continue its tradition
of excellence in leadership.

As always, questions, comments and suggestions are
welcome and encouraged! Please provide us with your
thoughts by contacting me or John Riley at:

Notes from the Chair

Douglas C. Lawrence
Stokes Lawrence, P.S.

800 Fifth Avenue, Suite 4000
Seattle, Washington 98104
(206) 626-6000
doug.lawrence@stokeslaw.com

John M. Riley III
Witherspoon, Kelley, Davenport & Toole, P.S.
1100 U.S. Bank Building
Spokane, WA 99201-0390
(509) 624-5265
riley@ wkdtlaw.com
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parties authorized to act as trustees under the Act, these out-of-
state entities are essentially unregulated and may offer the
grantor no in-state contact. To rectify this problem, the modified
RCW 61.24,010 requires that at least one officer of a domestic
corporation trustee be a Washington resident. The amended
RCW 61.24.030alsorequires trustees to maintain a street address
in Washington prior to the date of the notice of trustee’s sale
through the trustee’s sale for purposes of personal service of
process.

Another change concerns successor trustees. Under the prior
RCW 61.24.010, the beneficiary could appoint a successor
trustee at its discretion. Under the amendments to that section,
any such appointment is deemed an automatic resignation of the
predecessor trustee. This eliminates the previous requirement
that the predecessor trustee resign, which simply complicated the
process and increased the costs, particularly when the original
trustee was difficult to locate.

The amended Act also makes several other changes and
clarifications to various aspects of the foreclosure process,
including the following: codifying the existing practice of allowing
the beneficiary to “credit bid” the amount of its debt at the
trustee’s sale (RCW 61.24.070); creating specific procedures for
the handling of surplus sales proceeds (RCW 61.24.080);
providing that certain anti-competitive efforts to interfere with
the bidding process at trustees’ sales are violations of the

Washington Consumer Protection Act (new section); clarifying
that a beneficiary may “pick and choose” which junior interests
in the property will remain after the trustee’s sale by simply not
serving those parties (RCW 61.24.040(1)(b), .060); and codifying
inthe Actanexisting practiceunderRCW 62A.9-501(4), whereby
a trustee can sell a grantor’s interest in any personal property
which is secured by a deed of trust with security agreement
provisions (RCW 61.24.020, .050).

*Craig A. Fielden is an attorney with Stoel Rives LLP, where
he practices primarily in the areas of real estate finance,
development andleasing. Mr. Fielden wouldlike to thank Gordon
Tanner, Chair of the committee that drafted the 1998 Deed of
Trust Act amendments, and David Rockwell, Chair of the
subcommittee that addressed post-foreclosure liability, for their
help in the preparation of this article, and David Levant for his
assistance with the bankruptcy portions of this article. Messrs.
Rockwell, Tanner and Levant are also with Stoel Rives LLP.
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7-11-2007 Kaydee Deed of Trust
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'CONSTRUCTION DEED OF TRUST

DATE: .July 11 2&07 o

Reference # (i appncatlla) Additional on page
Grantor(s) W e % .
1 Kaydee Gan;l'ans a LI;C :'--'

Grantee(s) '\ "~ ,.-"' b
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2 Westward Flnant:lal Serwqes Corporatmn. Trustes

Legal Description A PORTION OF THE NE QUARTER OF 19-28-5,
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Assessor's Tax Parcel ID# 28Q§19 001-4022 00
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THIS DEED OF TRUST Is dated July 41, 2007, among Kaydee Gardens 9, LLC; A Washington
Limited Liability Company ("Grantor"); Horizon- Bank, whose malllng address Is Snohomish
Commercial Center, 2211 Rimland Drive, Suite 230 Beillngham WA 98226 (referred to below
sometimes as "Lender" and sometimes as’ 'Benuﬂclary“)* and Westward Financlal Services

Corporation, whose mailing address {5 1500 Comwall’ Avenue, Bellingham, WA 98225
(referred to below as “Trustee"). 5 .




DEED OF TRUST

.--"‘-:__Lban No: 6000002892 (Continued) Page 2

Aman,

o

_‘.-COIWBYMCE AND GRANT For valuable consideration, Grantor conveya to Trustee In trust with power of sale, right
" of entry and possession and for the benefit of Lender as Beneficlary, all of Grantor's nght, ttle, and interest in and to the

folfowenig described real property, together with all existing or subsequently erected or affixed buldings, improvements and

. Tixtufes, all easements, nghts of way, and appurtenances, all water, water righLa and dttcﬂ mhls (including stock in utihties

with ditcit of kmgajion rights), and all other nghts, royalles, and profits relating to the rty, including without limrtation
all mﬁarala ‘ol, gas, geotharmal and simiar matters, {the "Real Property”) lol::atad in Snugomish County,
Btate of Washlngton‘ ;

0 ALI.. TﬂAT POHTION OF THE WEST HALF OF THE NORTHEAST QUARTER OF SECTION

TDV@NSHI'P 28' NOFITH .RANGE 5 EAST, W.M., LYING WESTERLY OF THE WEST LINE OF
P.U. D ‘No. J"HIGH!I' OE' WAY AND LYING SOUTHERLY OF THE FOLLOWING DESCRIBED
60 FOO'[' STRIP\OF LﬁNQ‘

THAT S, POR’I’ION OF THE NORTHWEST QUARTER OF THE NORTHEAST QUARTER OF
SECTION 19, TOWNSHIP 28 NORTH, RANGE 5 EAST, W.M. IN SNOHOMISH COUNTY,
WASHINGTDN DESC‘HIBED AS FOLLOWS:

A PARCEL:,6F [AND-60.00 FEET IN WIDTH, THE NORTH LINE OF WHICH IS PARALLEL
WITH AND 30,00 FEET: SOUTH OF THE NORTH LINE OF SAID SECTION 19 AND THE
EASTERLY LINE BEING /THE.WEST LINE OF PUGET SOUND POWER AND LIGHT
COMPANY RIGHT OF WAY-NOW-HELD OF RECORD BY THE PUBLIC UTILITY DISTRICT
NO 1 OF SNOHOMISH COUNTY, AS ESTABLISHED BY DEED RECORDED UNDER
AUDITOR'S FILE NUMBER 178970, LYING 30.00 FEET ON EACH SIDE OF THE
FOLLOWING Descmssn CENTERLINE:

BEGINNING AT THE" NonTHwEST COFINER OF THE NORTHWEST QUARTER OF THE
NORTHEAST QUARTER OF' smo* SECTION 19;

THENCE SOUTH 00 03'2(4“ EkST ALDNG THE WEST LINE OF THE NORTHWEST
QUARTER OF THE NORTHEAS‘T QfMHTER OF SAID SECTION 19, A DISTANCE OF 3002
FEET; W

THENCE SOUTH B7 49'05" EAST A D!STJ\NCE QF 33.13 FEET TO A POINT ON THE
CENTERLINE OF SAID PARCEL OF LAND AI.SO BEING THE TRUE POINT OF
BEGINNING; =

THENCE SOUTH 23 19'05" EAST A DI'STAHCE OF 195 43 FEET TO THE BEGINNING OF A
TANGENT CURVE, CONCAVE NORTHEASTEFILY i

THENCE ALONG SAID CURVE, HA‘\!ING A FIADIUS OF 275.00 FEET, THROUGH A

CENTRAL ANGLE OF 49 31'17" AN AHC D‘ISTA‘NGE“ ‘OF, 237.69 FEET TO A POINT ON THE
WEST LINE OF SAID PUGET SOUND PﬁWER‘ AND LIGHI' COMPANY RIGHT OF WAY

AND THE TERMINUS OF SAID CENTERLINE;,” .~ ,~

EXCEPT ANY PORTION THEREOF LYING WlTHIN THE NORTH 30 FEET OF THAT
PORTION OF SAID WEST HALF OF THE NGHTHEhsT GUART ER LYING WEST OF P.U.D.
NO. 1 RIGHT OF WAY; v

EXCEPT THE FOLLOWING DESCRIBED PROPEFITY,.

BEGINNING AT THE NORTHEAST CORNER OF THE~NQRTHWE$T QUARTER OF THE
NORTHEAST QUARTER OF SAID SECTION 19; Zo il

THENCE NORTH 87 49'05" WEST ALONG THE NORTH I.INE QF THE NORTHWEST
QUARTER OF THE NORTHEAST QUARTER OF SAID: SEC‘TIQN 19 :A DISTANCE OF
1,038.49 FEET TO A POINT ON THE WEST LINE OF PUGET 'SOUND ‘PQWER AND LIGHT
COMPANY RIGHT OF WAY, NOW HELD OF RECORD BY THE PUBLIG' UT;IL]TY DISTRICT
NO. 1 OF SNOHOMISH COUNTY AND AS ESTABLISHED BY DEED’ RECORDED UNDER
AUDITOR'S FILE NUMBER 1789070, SNOHOMISH COUNTY FIECO‘HDS'

THENCE SOUTH 00 29'25" EAST ALONG SAID WEST LINE, A DlSTANCE OF li35 48 FEET
TO THE TRUE POINT OF BEGINNING;

THENCE CONTINUING ALONG SAID WEST LINE SOUTH 00 29'25" EASTA DISTANCE OF
120.13 FEET;

THENCE NORTH 87 49'05" WEST A DISTANCE OF 222.46 FEET; P -

THENCE NORTH 00 08'24" WEST PARALLEL WITH THE WEST LINE OF T1-IE. NQhTHWEST
QUARTER OF THE NORTHEAST QUARTER OF SAID SECTION 19, A DISTANCE OF 120,10
FEET; u

THENCE SOUTH 87 49'05" EAST A DISTANCE OF 221,72 FEET TO THE TRUE PleT -QF

T
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% BEGINNING'
eatcsp'r THE FOLLOWING DESCRIBED PROPERTY:

EEGINNING AT THE NORTHEAST CORNER OF THE NORTHWEST QUARTER OF THE
o NDR'FHEAST QUARTER OF SAID SECTION 19;

THENCE. NORTH- 87 49'05" WEST ALONG THE NORTH LINE OF THE NORTHWEST
QUARTER OF THE NORTHEAST QUARTER OF SAID SECTION 19, A DISTANCE OF

".,1,038:49-FEET/TO"A POINT ON THE WEST LINE OF THE PUGET SOUND POWER AND

LIGHT coupmv “AIGHT OF WAY, NOW HELD OF RECORD BY THE PUBLIC UTILITY

DISTRICT NO 1 OF S-NOHOMISH COUNTY AND ESTABLISHED BY DEED RECORDED

unosn Aum‘ron's m.E NUMBER 178970, SNOHOMISH COUNTY RECORDS;

THENGE souTH aa»zs ;5" EAST ALONG SAID WEST LINE, A DISTANCE OF 435.48 FEET
TO THE 'rniJE Pdm'r ‘OF BEGINNING;

THENCE NORTH ﬂf 905" WEST A DISTANCE OF 221.72 FEET;

THENCE NDRTH 00 08'24“ WEST PARALLEL WITH THE WEST LINE OF THE NORTHWEST
QUARTER OF THE NﬁRTHEAST QUARTER OF SAID SECTION 19, A DISTANCE OF 267.38
FEET; L]

THENCE SOUT{! 23 19’ 05" EAS'I' A DISTANCE OF 57.02 FEET TO THE BEGINNING OF A
TANGENT CURVE, .CQN.GAVE NORTHEASTERLY;

THENCE ALONG SAID GUWE “HAVING A RADIUS OF 305.00 FEET, THROUGH A
CENTRAL ANGLE OF 51 18'19" LANARC DISTANCE OF 273.11 FEET TO A POINT ON THE
WEST LINE OF lFORESAID PUGET SOUND POWER AND LIGHT COMPANY RIGHT OF
WAY (SAID POINT HAV]NG A BAbIAL BEARING OF NORTH 15 22'36" EAST);

THENCE SOUTH 00 29’ 25" EkST ALONG SAID WEST LINE, A DISTANCE OF 50.11 FEET
TO THE POINT OF BEGINNING“ e

AND EXCEPT ANY POH’TION THEHE‘DF LYING S_B.UTH OF THE FOLLOWING DESCRIBED
LINE:

BEGINNING AT THE NORTHWEST COFIHEH OF THE NORTHEAST QUARTER OF SAID

SECTION 19;

THENCE SOUTH 00 08'24" EAST ALONG 1:HE WEST LINE OF THE NORTHWEST QUARTER
OF THE NORTHEAST QUARTER OF'\.SMD SECTIOH 19 A DISTANCE OF 900.80 FEET TO
TRUE POINT OF BEGINNING; T

THENCE SOUTH 87 48'58" EAST A nismacs oF zsasz FEET TO THE END OF SAID
LINE; o

SITUATE IN THE COUNTY OF SNOHOMISH, é‘l'ATE OF WASHINGTON

The Real Property or Its address Is commonly Imown hp “11XX Bruskrud Rd, Lots 1-9,
Everett, WA 98208, The Real Property tax Identification’ number Is. ,280519-001-022-00.

Grantor hereby assigns as secunty to Lender, all of Grantor's nght, tile, and:i umaml ln and m all leases, Rents, and profits of
the Property This assignment is recorded in accordance with RCW 65 08 070, thé lien cieated by this assignment is intended
to be specific, perfected and choate upon the recording of tus Deed of Trust Lander grants tq.Grantor a hcense to collect
the Rents and profits, which license may be revoked at Lender's opbon and shall be dulnmnhculy fevoked upon acceleration
of all or part of the Indebtedness -

THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS .MD 'I'HE SE'CUHI.'N INTEREST IN THE RENTS
AND PERSONAL PROPERTY, IS GIVEN TO SECURE (A) PAYMENT OF THE |NDEBTEDNESS AND (B)
PERFORMANCE OF ANY AND ALL OBLIGATIONS UNDER THE NOTE, THE RELA‘I'ED DOCUMENTS, AND THIS DEED
OF TRUST  THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE,SECURITY INTEREST IN
THE RENTS AND PERSONAL PROPERTY, IS ALSO GIVEN TO SECURE ANY AND-ALL OF GRANTOR'S OBLIGATIONS
UNDER THAT CERTAIN CONSTRUCTION LOAN AGREEMENT BETWEEN GRANTOR AND.LENDER.OF EVEN DATE
HEREWITH ANY EVENT OF DEFAULT UNDER THE CONSTRUCTION LOAN AGHEMENI ‘OR ANY OF.THE RELATED
DOCUMENTS REFERRED TO THEREIN, SHALL ALSO BE AN EVENT OF DEFAUI'.T .UNDEH THIE DEED OF TRUST
THIS DEED OF TRUST IS GIVEN AND ACCEPTED ON THE FOLLOWING TERMS, .

PAYMENT AND PERFORMANCE Except as otherwise provided m this Deed ol Trust, G‘rﬂrﬂw shnﬂ piy to undsr all
amounts secured by this Deed of Trust as they become due, and shall stnctly and In a brnaly nunﬂnf pedorrn all o‘Grsmofs
obligatons under the Nole, thus Deed of Trust, and the Relaled Documents

CONSTRUCTION MORTGAGE This Deed of Trusl is a "construction mortgage® for the purpwés d Sachom 9-334 nnd
2A-309 of the Uniform Commercial Code, as those sections have been adopted by the State of Washington |

POSSESSION AND MAINTENANCE OF THE PROPERTY Grantor agrees that Grantor's possession: g usa o! the- Prl)pnﬂy
shall be govemed by the following provisions o %

Possession and Use. Untl the occurrence of an Event of Default, Grantor may (1) remam in pnssmm h.rﬂw-nroi nf :
the Property, (2) use, operala or manage the Property, and (3) collect the Rents from the Property [this mayvilgge i9a .-
license from Lender to Granlor automatically revoked upon default) The following provisions relate td the usa‘uof 1ho

_.

Property or to cther imutations on the Property The Real Property is not used pnncipally for agncultural p;}:msg; W,
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i ; I:Iuly to Maintaln Grantor shall mamntan the Property in tanantable condibon and promptly perform all repairs,
o nts, and 1ance y 1o preserva its value

,Nulumn. Waste. Grantor shall not cause, conduct or perms any nuisance nor comm, permi, or sulfer any stnpping of

o waste &n or to the Property of any purtlon of the Property Without limiting the uem'allly of the foregoing, Grantor will

-“not remove;, o grant to any other party the nght lo remove, any tmbar, minerals (including oil end gas), coal, clay,
! scona, 3ol qmva! of rock products without Lendar's prior written consent

Bml of Impravementa Grantor shall not demolish or remove any Improvements from the Real Property without
Lendar's prics-witten consent As a condition to the removal of any Improvements, Lender may require Grantor to make
arm.nménfg uualmlnry o Lender to replace such Improvemants with Improvements of at least equal value

“-Lender's- ‘Rlaht to ,Enlu. ~Lpnder and Lender's agents and representatives may enter upon the Real Property at all
@ tmee 1d-4tehd to Lender's interests and to mspect the Real Property for purposes of Grantor's compliance
withthe lorll!s and conditons oﬂhu Deed of Trust

cofnpun'nao with' Govammh{ldl Requirements. Grantor shall promptly comply, and shall promptly cause compliance
by alaumm,—bmnl‘s\um ons or entities of every nature whatsoaver who rent, lease or otherwise use or occupy
the Property in any mennéiy, vath-all laws, ordnances, and regulations, now or hereafter i effect, of all governmental
M'-unnba appjichble | whe use or occupancy of the Propeny. incluchng without limitation, the Americans With Disabities
Act Grantof may. corm:;tn goad fath any such law, ordinance, or regulation and withhold compliance dunng any
proceeding, ndmmgappmpggioappaah 50 long as Grantor has notlied Lender in wnting pnor to doing so and so

long as, n Lender's sole ppinion, Lenders interests in the Property are not jeopardized Lendar may require Granior to
post adoquaiéseg&’ﬂyﬂr a sureiy bmd reasonably satsfactory to Lender, 10 protect Lender’s interest

Duty to Protect. Gmmnfam na&urmanmﬁmorlmvs unattended the Property Grantor shall do all other acts, in
addmontnlhoaaas:hseﬁnrmdbwunm’sm which from the character and use of the Property are raambly
nwesmmwetzmdp:eswaﬂwi’mﬁqﬂv

Construction Loan’ If soméuor all ohha prﬁcaeds of the loan creating the Indebtedness are to be used to construct or
complete constructionsat, any-H on the Property, the Improvements shall be completed no later than the
maturity date of the Note (or such earjal date as Lender may reasonably estabiish) and Grantor shall pay in full all costs
and expenses i connection’with the work  Lender will disburse loan proceeds under such terms and condttions as
Lendar may deem reasonably necssary 1o insurg that the interest created by this Deed of Trust shall have pronty over
all possible liens, including theSe, of friitphat.supphers and workmen Lender may require, among other things, that
disbursement requests ba st.lppbrr.aﬂ by raun:ﬁau bills, _eypense affidavits, warvers of lens, construchon progress
reports, and such other lbcll'nanmm‘ 3. Landar n\ay raasonhb!y request

DUE ON SALE - CONSENT BY LENDER' Lenda: Imy at Lsrper's option, (A) declare immediately dus and payabls all
sums secured by this Dead of Trust or "(8) mse;ha intergs! rate provided for in the Note or other document evidencing
the Indebtedness and impose such other conditions, as Lender ‘deems appropnate, upon the sala or transfer, without Lender’s
Wmmmdaﬂwmymﬂmmhﬂwﬁmﬂv.ww interest In the Real Property A “sale or lransfer” means the
conveyance of Real Property or any nghl, ntr&br mtaJ:es\ in the Real Proparty, whether legal, beneficial or equitable, whether
voluntary or nvoluntary, whather by o saln dsed, nstallment sale"contract, land contract, contract for deed, leasehold
Interest with a term greater than three (3) years, Taase-opmn contract, or by sale, assignment, or transfer of any beneficial
interest in or to any land trust holding Ltle to the Real Pmpsmmbywwhrmmwmwmofmmmtmma
Real Property If any Grantor 15 a corporabon, partnership of: fimsted liatultty cdmpany, transfer also includes any change in
ownership ol more than twenty-five percent (25%) of the-voting stock, :parnérship interests o lmded labity company
interests, as the case may be, of such Grantor Hmw mdplnnshall ngt be exercised by Lender if such exercise IS
prohibited by federal law or by Washington law : )

TAXES AND LIENS The lallowng provisions relating 10"1119 mmahd Imm the Property are part of this Deed of Trust

Payment Granlor shall pay when due (and in all dv(ants poor 1o dmncy) all taxes, specal taxes, assessments,
charges (including water and sewer), fines and imposil Jpweﬂ ganst oron nt of the Property, and shall pay
when due all claims for work done on or for services rendered or matenal fumished to the Property Grantor shall
mamtain the Proparty free of all liens having pnority over or equal te‘the;intetest of Lender under this Deed of Trust,
except for the hen of taxes and assessments not due and oxcep! as%emlsa pmvﬂed in this Deed of Trust

Right to Contest Grantor may withhold payment of any tax, dssessmnl; or claim in connection with a good faith
dispute over the obligabion to pay, so long as Lender's nterest in the Pmpe:uwrmjeopardued It & len anses or 1s
filed as a result of nonpayment, Granlor shall wrthin fifteen (15) days after the lien ansés or, f a lien 13 filed, within fiftesn
(15) days atter Grantor has notice of tha fiing, secure the discharge of tHa hen, o, i refuestsd by Lender, deposit with
Lender cash or a sufficient corporate surety bond or other securty séusfapbry fo Lender mn an amount sufficient to
discharge the lien plus any costs and atiomeys' feas, or other chargey’ that could siccrue as a result of a foreclosure or
sale under the lien In any contest, Granlor shall dafand iisel! and Lender ahd shall ‘Salisty gny adverse judgment before
enforcemant against the Property  Grantor shall name Lender as an addtimél dpllgae undar urryr surety bond fumished

in the contest proceedings

Evidence of Payment Granlor shall upon demand furrush to Lender saiafactoty wndm nl payment of the taxes or
assessments and shall authonze the appropnate governmental official to deliver ]n l.sndar a‘l any nme a wntten statement
of the taxes and assessments agamst the Property

Notice of Construction Grantor shall notfy Lender at least fifteen (15) daya beh'xe any- W ‘Is. commenced, any
services are furmished, or any matenals are supplied to the Property, i any mechaiic's hesy, mg!enalnﬁns lien, or other
lien could be asserted on account of the work, services, or matenals Grantor wi] upon requUest ol Lénder fumish to
Lender advance assurances satsfactory 1o Lender that Grantor can and will pay the coét of-such upprwamqms

PROPERTY DAMAGE INSURANCE The lollowing provisions relating to Insunng the Pmpemf ala q part oQ Ihs Deed of
Trust

Maintenance of Insurance Grantor shall procure and mamtan policies of fire msurarm wrlh mnnda:d eﬁarued
coverage endorsements on a replacement basis for the full insurable value covenng all I.mptosfemqn!s on, the Real
Property in an amount sutficient to avoid application of any comnsurance clause, and with a stahdard rnmgnm clause n
favor of Lender Grantor shall also procure and mamntain comprehensive general kabiity insurgmte in uch, coverage
amounts as Lendar may request with Trustee and Lender being named as additional insureds In‘such bty insurance,
policies  Addihonally, Grantor shall mantan such other insurance, including but not limied- tohazard, buswess:
interruption, and boiler insurance, as Lender may reasonably requre  Policies shall be wntten in; I'orm uq‘nmts 4
coverages and basis reasonably acceptable to Lender and 1ssued by a company of companies reusmﬁly thb‘a to.
Lender Grantor, upon request of Lender, will deliver to Lender from time o time the policies or certfichtes iof lhaurama'
in form satisfactory to Lender, including stpulatons that coverages will not be cancailad or u:rmruahst wmibm 8t legst -
ten (10) days prior wntlen notice to Lender Each msurance policy also shall ncl an . providiry* that”
coverage In favor of Lander will not be impaired in any way by any act, omission or defaull of Grantor ‘- -any other
person Should the Real Property be located in an area designated by the Diector of the Fedsral Ermtnanq

_-’
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; Management Agency as a special flood hazard area, Grantor agrees to obtain and mantain Federal Flood Insurance,
avglable, within 45 days after notice is given by Lender that the Property 18 localed in a special flood hazard area, for the
full unpaid pnncipal balance of the loan and any pror liens on the property secunng the loan, up to the maximum policy
.+/Timsts*$bt. under the National Flood Insurance Program, or as otherwise required by Lender, and to maintain such
" Msurance (o7 the term of the loan

§ Appiicition‘of Proceeds Grantor shall p y notfy Lendaer of any loss or damage to the Property Lender may
_5 make proof éf loss rl'g_ranwrfaﬂsbodosowm Tifteen (15) days of the casualty Whether or not Lender's secunty 15
i !mpa.pdd Lsndpr rrdy, at.Lender's election, recene and retain the proceeds of any insurance and apply the proceeds to
the' radur.wﬁn of tha Indébtedness, payment of any lien affecting the Property, or the restoration and reparr of the
Property” It kender glects-to apply the proceeds to restoration and repair, Grantor shall repayr or replace the damaged or
‘-dm'fmwmn& 1.8 manner satisfactory to Lender Lender shall, upon satistactory prool of such expenditure,
pay ot termbures Grantor from the procesds for the reasonable cost of repair or restoraton if Grantor is not in default
ungler this Péed of Trust Any ‘proceeds which have not been disbursed within 180 days after their receipt and which
Lefder has not gommitted'to the repair or restoration of the Property shall ba used first to pay any amount owing to
l.endprmdar 'd'ﬂs Daed DLTrusf. then to pay accrued interest, and the remainder, f any, shall be appiied to the pancipal
“J Lender holds any proceeds after payment in full of the Indebtedness, such proceeds
shall be p'éld withain ﬁpwst\o‘ﬁt’anlu as Grantor's Interests may appear

Grlntot ] aq»n on’ Imurahm. Upon request of Lender, however not more than once a year, Grantor shall lurmish 1o
Lender a rdport on eacl'l.-exlsbqg policy of nsurance showing (1) the name of the insurer, (2) the nsks insured, (3)
the amount of tHe poliay, (4 properry insured, the then curent replacemant value of such property, and the manner
of determining thal.valus, and (5) ".the expiration date of the policy Grantor shall, upon request of Lender, have en
independent aﬁpraaqr satisfactary to ‘fender determine the cash value replacement cost of the Property

LENDER'S EXPENDI'I‘UHEB It any‘acllaﬂ or ppdohedmg ls commenced that would matenally atfect Lender's interest in the
Property or if Grantor fajs tocomply with any pfovision of this Deed of Trust or eny Related Documents, mcludmg but not
limuted to Grantor's failurd.to dischiarge of pay "When dlie any amounts Grantor is required to discharge or pay under this Deed
of Trust or any Related Documents; Lender on Gmnw(sbamurnay {but shall not be obligated to) takearryac‘lm that Lender
deems appropnate, includmibut-riot, lifuted 1o’ aschugmg or paying ell taxes, hens, and
other claims, at any tme levied of. plaeeq the-Property and paying all costs for insunng, rnamlamng and preserving the
Property All such expenditures mcurred or paid bir.Lender for such purposes will then bear interest al the rate charged
under the Note from the date mumdbrpaqwmmnmedamufmpaym by Granlor  All such expenses will become
a par of the Indebtedness and, a'nt[.wdai‘sop‘:m .will, (A) be payable on demand, (B) be added to the balance of tha
Note and be apportioned among and be aplemhany mslﬂlmq'ltpaymemmmmmmgmmer (1] the tarm of
any applicable msurance policy, or (2) thé refnainmg ol the Nots, or (C) be as a ball t which will be
due and payable at the Note's matunty, The Deed of. Trust also 'Mil'secura payment of these amounts Such nght shall be n
additon 1o all other nghts and remedies to which l.nndqf may baenutlnd upon Default

WARRANTY; DEFENSE OF TITLE The l‘oglovwmu-pmnsapm relating to ownership of the Property are a part of this Deed of
Trust

Tile Grantor warranis that (a)Gmhmmmemdmlommmfwsma.
nnddeardﬂmwanmrrbmmu&mmnnﬂwessﬂwmnmanaalPrnpartydsscnptmotnmyuﬂa
nsurance policy, title repon, or final e opinion 1ssued Ln!a\rord and acdepted by, Lendar in connection with this Deed
of Trust, and (b) Granlor has the full nght, power, andauumtywauacutohnddslworMDMMTmthLmder

Defense of Title Subject to the exception in the pamgraph phtwa, Granlot warrants and will forever defend the title to
the Property against the lawful claims of all persong™ In the,event anj actigh or proceeding 18 commenced that questions
Grantor's titie or the interest of Trustee or Lenderynder #uis Deed of Trut, Grantor shall defend the action at Grantor's
expense Grantor may be the normal party n Such proceading, b!ﬂ Lender shall be enttied to partcipate in the
and to be rep d n the | g.by i of Lender's own choice, and Grantor will deliver, or
cause 1o be delivered, lo Lender such nstruments as ta,nder rnqy fbw from time to time to parmit such partcipation

Compllance With Laws, Grantor warmants that the Pmpeﬂy and'anlnl‘s m of the Property complies with all existing

applicabla laws, ordinances, and regulations of pwarnmenm ayhontps ;

Survival of Representations and Wi I Ia’l.ma made by Grantor i this
Deed of Trust shall survive the execution and d.sn‘ww of this Déed- ol - Trual. shaﬂ be contnuing in nature, and shall
remain In full force and eHact until such ime as Grantor's Indettjedness shall’ bg,pald- in full

CONDEMNATION The following provisions refating to condemnation pmweﬂlnoa area pa.rl'pf this Deed of Trust

Proceedings If any p di d\ bion 18 filed, Grantor shall prornpﬁv “fiotify Lander in writing, and Grantor
shall promptly take such steps a8 rnay be necessary to dsfend the action and objain 'fho award Grantor may be the
nomingl party ; such proceeding, but Lender shall be entifed to p te in the prog g and 1o be represented in
the proceeding by counsel of ts own choice all at Grantor's axma am Grérilor will dawarqmusa 1o ba daliverad to
Lender such nstruments and documentation as may be requested by Lardw frorrl ume ''o tme to permil such
participation o

Application of Net Proceeds. If all or any part of the Pwpeﬂyswﬂamadbyamwﬂdom&ﬁpmeﬂngsorhyaw
proceading or purchase in lieu of condemnation, Lender may at its electon réquire:that.all or ary portion of the net
proceads of the award ba applied to the Indebtedness or the repair or restoratiop of the Property’ The net proceeds of
the award shall mean the award after payment of all reasonable costs, expemes,amammws I'qos murred by Trustee
or Lender in connection with the condemnalion

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL ﬁUTHOFIIﬂEé- mmmpmmns relating to
govemmental taxas, fees and charges are a part ol this Deed of Trust o

Current Taxes, Fees and Charges. Upon request by Lender, Grantor shall executa sui!h dx:umams n add tion to this
Deed of Trust and take whataver other action is requested by Lander to perfact and confihue, L'ender’s Ten on the Real
Property  Grantor shall reumburse Lender for all laxes, as descrbed below, together with all expanses lncurrsd n
recording, perfecting or continuing this Deed of Trust, including without imitation all taxes, faea.'docprnem:y slamps,

and other charges lor recording or regstenng this Deed of Trust - -~

Taxes The following shall constiute taxes to which this secbon applies (1) nspocmmuponmupadneedoj
Trust or upon all or any part of the Indebtedness muradbyMDeedoiTnst (21 a spacilic: lax ‘on, Grantog: whictr.
Grantor 13 authonzed or required to deduct from pay on tha Indeb secured hyhstypeofbeedo‘('rmt 4
(3) a tax on thus type of Deed of Trust chargeable against the Lender or the helder of the Note, and fd} aépecﬂ:lax
on all or any portion of the Indebtedness or on payments of pancipal and interest made by Grantor H

Subsequent Taxes 1f any tax to which this section apphes s enacted subsequant 1o the data of this Daed of Trtlgwﬁp 7

event shall have the same elect as an Event of Default, and Lender may exercise any or all of its availablq, raﬁfadl&s Tor
an Evenl of Defaull as provided below unless Grantor either (1) pays the lax before it becomes dallnquént. or (2)
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"y ount;as'ra the tax as prowided above in the Taxes and Liens section and deposits with Lender cash or a sufficient
4 oorpomle surety bond or other secunty sabsfactory fo Lender

SEQUHI"[Y AGREEMENT, FINANCING STATEMENTS Tha following provisions relating 1o this Deed of Trust as a secunty
qgfagmbnt are’a, pan of thus Deed of Trust

Seemilynn‘teem Thus instrument shall consitute a Secunty A t to the extent any of the Property constitules
fmuresm!.em« s.hall have all of the nghts of a secured pany under the Undorm Commercial Code as amended from
pme to

Seurity Ilfwui Upon ‘request by Lender, Grantor shall take whatever action is requested by Lender to perfect and
c.nnhm,;a‘].w:dac’s spuumymtarasl n the Rents and Parsonal Property In addibon to recording this Deed of Trust m the

“roarpropsriy records, Liinger.may, al any time and without further authonzation from Grantor, file executed counterparts,
copies-Or reproductjods: & this“Deed of Trust as a financing stalement Grantor shall reimburse Lender for all expenses
mufred n pbrl'acﬂng or wnhnung this secunty interest Upon dafault, Grantor shall nol remove, sever or detach the
Personal-Property from themepeny Upon default, Grantor shall assemble any Personal Proporly not affixed to the
Proparty in & ménner and at & plack reasonably convenient to Grantor and Lender and make it available to Lender withn
three (3) dwh a!‘tar:sqolpln[wﬂﬂan demand from Lender to the extent parmitted by applicable law

Addresizs Thé mailng) addresses of Grantor (debtor) and Lender (secured party) from which Information concerming
the sacunly.rl'laml ranted- ﬁy this Deed of Trust may be obtamed (sach as required by the Unrdorm Commercial Code)
are as statbd o:}lhe 1|r5Lphge of this Deed of Trust

FURTHER ﬁSSURANCEB l‘l‘I’DENEY—IN-FhCT The following provisions relatng to further assurances and
attomey-in-fact are a,pu'ﬁ onhs andod‘l'{uai

Further Auurnn:qi AY my tima, _;and frome.time to time, upon request of Lender, Grantor will make, execule and
defiver, or will causa to:be made, executed” or Yelivered, lo Lender or to Lender's designee, and when requested by

Lender, causelnbéldad, ;a:nrded lq]ﬂnd*prtmmrdad as the case may be, at such tmes and in such offices and
places as Lender rnay deein apprepnall, any and all such morigages, deeds of trust, secunty deeds, secunty
agreements, nnanem \Eh lwdenla. ‘contmuabon statements, nstrumants of further assurance, certricates, and other
documents as may, in the sde*npmmvbl Lender, be necessary or desirable in order to effectuate, oomp(m perfact,

continus, or preserve (1) Grantor's.coligation® under the Note, this Deed of Trust, and the Related Documsnts and (2)
the liens and secunty interests credted by ‘this Déed of Trust as first and por liens on the Property, whether now owned
or hereaftar acquired by Gnimor Utldss ']rﬂhlblhﬂ by law or Lander agrees to the contrary in writing, Grantor shal

rembursa Landsrfornnnoshandmpemsgmunwmmgctmwm the matters referred to in this paragraph
Attomey-in-Fact If Grantor fails 1o o dhy of thethings efefred to m the p g paragraph, Lender may do so for
and n the name of Grantor and &} Granlir's expensg " For purposes, , Grantor hereby irrevocably appoints Lender
as Grantor's attomey-in-fact for the'pyrpose pf mglung uting, delvering, filing, recording, and doing all other things

as may be necessary or deslra.bla. n Landaﬂ snla apnruon to accomphsh the matters referred to in the preceding
paragraph

FULL PERFORMANCE. I Granlor pays aII !hs trﬂgb[adrms when dug;’iind otherwise performs all the obligations imposed
upon Grantor under this Deed of Trust, Lender.sha execute and delvér to Frustee a request for full reconveyance and shall
executs and deliver to Grantor suitable statennts of iammauqn “of any tinancing statement on lile evvdamu Lender's
secunity interest in the Rents and the Personal Property Anymcomgyame fee shall be pad by Grantor, if by
applicable law The grantee In any reconvey may be descnbed as the "petscn or persons legally entited thereto®, and
the recﬁalsmhmoomeymao!anymﬂemoshm memuamddmammctwmmmemor
m '

EVENTS OF DEFAULT Each of the lollowing, at Leﬂdar’s opboq. ﬁhall omsm an Event of Default under this Deed of
Trust

Payment Default Grantor fails lo make any pa\rrnsnt uehsn dugundpri‘l‘lé'hdebtadnass

Other Defaults  Grantor fails to comply with or to perl'orrn arrr mher term, nbhgahon. covenant or condition contaned in
this Deed of Trust or in any ol the Aslated Documsoclucmﬂy%o:wparlormsny term, obhigaton, covenant or
condiion contained in any other agreement batween Lendar nnd Granlor LAY

Compliance Default Failure to comply with any other term, érbllunlm. coveohﬂi or condrl:on contamed in this Deed of
Trust, tha Note or in any of the Related Documents

Default on Other Payments Failure of Grentor within the hme raqund b? Ihl.s Doed “af Trust to make any payment for
taxes of insurance, of any other paymant necessary lo prevent filing of orto effaet dschanga of any lien

False Statemenls Any warranty, represeniation or statement made qr furmI‘md m Lender by Grantor or on Grantor's
behalf under this Deed of Trust or the Related Documents is false or misleaffing mn any,| rnalanal respect, ether now or al
the tme made o furmished or becomes false or mislsading &t any tme thersaftér®, 2

Defective Collaterallzation This Deed of Trust or any of the Related Dwumams uasoe o be in full force and effect
(including tailure of any collateral document lo create a valid and perfected nwurw nntarpsl or pan] al any tme and for
any reason

Death or | The drssolubon of Grantor's (regardiess of whether aier:lm uorunms mpds). any member
withdraws from the limiled liability company, or any other termination of Grantor’s exis! 88'a going business or the
death of any member, the nsolvency of Grantor, the appointment of a recenver fotiny parl of Grantol's property, any

assignment for the benefit of creditors, any type of creditor workoud, or the gment of atly -,--- i ur'-der any
bankruptcy or insoivency laws by or against Grantor S s
Creditor ar Forfelture Proceedings Cormy of forecl or forlert pibcaq!nm wheihe[ by judicial

proceeding, sell-help, repossession or any other method, by any creditor of Grantor of: by mvemmen!a) agency
against any property secunng the Indebtedness This includes a gamishment of any of'G s accounts, ihcluding
deposit accounts, with Lender However, this Event of Default shall not apply f there 1s a gpod farth tispuite by Grantor
as to the vahdity or reasonablenass of the clamm which Is the basis of zue creditor or forfertura prpéaee‘m and ﬂ'Granmr
gives Lender wnitten natice of the creditor or forferture proceeding and its with Lender mariies_ot'a surgty bond for

the creditor or forfeiture proceeding, in an amount determined by Lender, in its sole discreton, as bemg an -dtlequats,
reserve or bond for the dispute '

Breach of Other Agreement. Any breach by Grantor under the terms of any other agrownenl betwgm Gm[m; and.‘.
Lender that 15 not remedied withn any grace pencd provided therein, including without mitation ‘i Jany, iy'arnanl
conceming any indebtedness or other obhgation of Grantor lo Lender, whether existing now or later

Events Affecting Guarantor Any of the preceding events occurs with respect lo any Guarantdy of 'mi‘ u}fim d :

Indebtedness or any Guarantor dies or bacomes incompelent, or revokes or disputes the validity of, ortisbiy uhder,
any Guaranty of tha Indebtedness In the evenl of a death, Lender, at its option, may, bulshnﬂnoibemqulrpdlo
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} pemit the Guarantor's eslate to assume uncondtionally the obligabons ansing under the guaranly m a manner

- am}sl'acmw to Lender, and, in doing so, cure any Event of Delault

Am Change. A matenal adverse change occurs in Granlor's financial condition, or Lendar believes the prospect of
pn"}rnsnt or.performance of the Indebtedness 18 impaired

it Insqeu:jty Larﬂar in good faith believes itself msecure

Right woufn. It any, defauit, other than a default in payment is curable and if Grantor has not been given & notice of a
bmuuh of the same ‘provision of this Deed of Trust within the preceding twelve (12) months, it may be cured if Grantor,
AH&T recening witten notice from Lender demanding cure of such default (1) cures the defauit wittun thirty (30) days,
or (2),.4 thé cure requires more than thirty (30) days, immediately iniates steps which Lender deems in Lender’s sole
“discration 1o be stﬂﬁglan'! 1p.gyre the default and thereafter continues and completes all reasonable and necessary steps
suﬂbleﬁltoprodueq.dqmpimnceas soon as reasonably practical

RIGHTS’ MID REMEI&IES ON, DEF!\ULT if an Event ol Default occurs under this Deed of Trust, al any bme thereaftar,
Trustee or Lefider may ‘exercisy ah-{me or mora of tha following nghts and remedies

POWERS AND OBLIGATIONS OF TRUSTEE The f g pre

Election of. Hen'led}u by Lender to pursue any remedy shall not exclude pursutt of any other remedy, and an
election .16 makg -Bxpendilures oY to take action to perform an obligaton of Grantor under this Deed of Trust, after
Grantor's, fa:!ulé to pelfcm'l. shall not affect Lender’s nght to declare a default and exercise its remedies

ﬂmmm’ lndeb‘lednm " Lander shall have the nght al its opbon to declare the enbre Indebtednass immediately due
and payable, |ncludman_y p‘ropajrmant panalty which Grantor would be required to pay

Foreclosure, "With rsapecl to,all or my part of the Asal Property, the Trustee shall have the nght to exercise its power of
sale and to foréciosg by natice*and sale, and Lender shall have the nght to foreclose by judicial foreclosure, In either
case in accordance with und to the !uJI extent prgvided by applicable law

UCC Remedies \ﬂinﬂ reagsct to'all‘or gry bg.n d the Personal Property, Lender shall have all the nghts and remedies of
a secured party ur'dar the Unl.tm CQn-rne}c

Collect Rents Landé'«uhell hgvﬁ the m without notce to Grantor 1o lake possession of and manage the Property
and collect the Rents, mclwq'ng amouriis past due and unpad, and apply the net proceeds, over and above Lender's
costs, against the Indebtednéss In'furthérance'af this nght, Lender may require any tenant or other user of the Property
tormltepaymanmoimmoguw'iamd' to Lender :fmnmamuonmwmw then Grantor irrevocably
dasaunalasLerdarasGrmfor’snﬂmm ct 1 endorse st ts ived In t thereol in the name of
Grantor and wmgomamesm ojﬂwﬂho Qrmeeds»?aymemaby tenants or other users to Lender in response
to Lender's demand shall satsty the;obligations fgf whigh' the’ tﬁaymems are mada, whether or not any proper grounds
for the demand existed Lender rmy em’clsa its'nghts’ l-l'ldat 1$ subparagraph euhar n parson, by agent, or through a
receer S Py

Appoint Recelver. Lender shallhweljwmmha a reoawerappantadmmkepossassmn of all or any part of the
Property, with the power to prolect and-preserve the Property, to operate the Property preceding or pending fareclosure

or sals, and lo collect tha Rents from mw?mpatly'm apply the prpciéeds, over and above the cost of the recevarship,
agamst the Indebledness The recener may.gerve without bond- 1f perinitted by law  Lender's nght to the appointment

of a recaver shall exist whether or not the' apparent value of the Propérly exceads the Indabtedness by a substantial
amount Employment by Lender shall not disqualfy a perspn'lrom sgr\nng as a recener

Tenancy at Sufferance. Il Grantor remains m possaqﬂbn of the Prmarty after the Property s sold as provided above ar
Lender otherwise becomes entiied to possession.df the Property .upon ;delault of Grantor, Grantor shall become a
Malswmmmwm:amswmhasdoﬂheﬁcpammds'lﬂ at Lender's option, etther (1) pay &
reasonable rental for the use of the Property, or {z}wncale lhq Propsﬂyfmrnodlnlaty upon the demand of Lender

Other Remedles Trustee or Lender shall have anv‘omef rlght or rprnody prmndad in this Deed of Trust or the Note or
avaiable at law or in equity

Notice of Sale Lander shall gve Grantor reasmable notice ol I.‘ne time a.nd ‘place of any public sale of the Personal
Property or of the ime after which any private sala or other ntanded dispogiiont of the Personal Property 1s to be made
Reasonable notce shall mean notice given &t least ten (10) dsys before (e tine of the sale or disposition Any sale of
the Personal Pmmmyumdanmmmws&admmwm

Sale of the Property To the extent parmitted by apphicable taw, Grantor héwby .waves any and all rights to have the
Pmpsny marshalled In exercising s nghts and remedies, the Tn{,s_[gg_uﬂf.ardar shall be [ree to sell all or any part of the

rty together or separately, in one sale or by separate sales Lander shaﬂbggnuﬁegtohadut any public sale on all
oranypoﬂmoll&wl’rupe

Attorneys' Fees, Expenses |l Laender institutes any suit or action lo anfprca an,v of i‘he terms of this Deed of Trust,
Lender shall be enttled to recover such sum as the court may adjudgé reaspngble &s‘attomeys’ fees at tnal and upon
any appeal Whether or not any court action s involved, and to the extent not prehibited by law, all reasonable
expenses Lender incurs that n Lender's opinion ar@ necessary at an9.hme for the protection of its interest or the
enforcement of its nghts shall become a part of the Indabtadnass pnyut:le on d'amqnﬂ und_,shnll bear intarest at the Note
rate from the date of the expenditure untl repard Expenses d by this’ wcludg, without imitation,
however subjec! to any limits under applicable law, Lender's attomeys' fees andLender's lo lagal expenses, whether or not
there 1s a lawsull, including attomeys' fees and expenses for bankruptcy proceedings ‘(includng efforts to modify or
vacate any automanc stay or inunction), appeals, and any anticipated post: judgmant oolreobon.sbrw;es the cost of
searching records, obtaning ttle reports (including foreclosure reports), surveyors' repw'ts. and appjasal fees, title
insurance, and 1ees for the Trustes, to the extent permitted by applicable law Gran\m( e]sq will pny w caurt cosls, n
addmon to all other sums prowided by law

Rights of Trustee Trustes shall have all of the ngm: and duties of Lender as set forth | m ﬂ'us-ésclpoh :3‘\‘
g to the powars and oblunbons oi Trustee

__“, .u

(pursuant to Lender's instruclions) are part of this Deed 01 Trust

Powers ol Trustee. In addibon to all powers of Trustee ansing as a matter of law, Trustes sha]!haue me pgwar 10 take
tha following actions with respect to the Property upon the wnttan request of Lender and Gmr?tor -{a) |om1h panng
and fling a map or plat of the Real Proparty, uuanmmﬂmmnoismtsoramenumbmw b} jomn iy |
grantng any easement or creating any restncbon on the Real Property, and (c) Jon in any buboi'dmum qt -qlher
agresmenrt affactlng this Deed of Trusl or the nterest ol Lender under this Deed of Trust i ~;

Obligations to Notify Trustee shall not be obligated to nobfy any other party of a pending sale undpr auy n_lha'r b’ust
deed or lien, or of any action or proceeding in which Grantor, Lender, or Trustee shall be a party, urlisswanwmd hu’
applicable law, or unless the action or proceeding 1s brought by Trustee

Trustee Trustee shall mesl all qualifications required for Trustee under applicable law  [n addhon lo rho nghls ahd
remodies set forth above, with respect to all or any par of the Property, tha Trustee shall have the nght to !'orscldse D¥

c-19
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: nobqe and sale, and Lender shall have the nght to foreclose by judicial foreclosure, in erther case m accordance with and
“ 10 e full extent provided by applicable law

suwr Trustee Lender, al Lender's option, may from tme fo tme appont a successor Trustes to any Trustee
" apponted-under this Deed of Trust by an instrument executed and acknowledged by Lender and recorded in the office
-* ; 'nt the recorder of Snohomish County, Stale of Washington The instrument shall contain, in addibon to all other matters
¢ requitéd by state law, the names of the onginal Lander, Trusles, and Grantor, the book and page or the Audttor's File
¢ Numbes whera this D,o,ed of Trust 15 recorded, and the name end address of the successor trustes, and the instrument
i shallbé amulad.aﬁd atknowledged by Lender or its successors in interest The st tn , without
dﬂ'ierp’erly shall sucéeed to all the ttie, power, and duties confarred upon the Trustes in this Dmdoi'rmsinndby
applra,bte law 'I‘rus pméodure for substiubon ol Trustee shall govem to the exclusion of all other provisions for
smm

NOTICES.~ S:.b]aol (i3 apduble la\n. and except for notice required or allowed by law to be given in another mannar, any
nobce nquuadm be gwen undar this: Deed of Trust, inciuding without mdation any nomofdofeull anda.ny mhr.ad sala
shall be gt in witing, and’ shall-Be effective when actually delivered, whan actually d by t

omsmsswaqulred by !nw)"'w\m dapoinad with a nabonally recognized ovemight couner, or, I mailed, when deposmd n
the Unrted States mail,.ds hrst.tlass, cérthed or registered mail postage prepad, directed 1o the addresses shown near the
beginning of fis Deed of Tnist Al copies of notices of foreclosure from the hoider of any lien which has prionty over this
Deed of Trust shall'be serti to Lepder's address, as shown near the beginning of this Deed of Trust Any party may change its
address for nobces under this, daedol Trusl by gnving formal wrtten notice lo the other parties, spacitying that the purpose of
thenoimmwchmqaﬂwpam"s Address For nobce purposes, Grantor agrees to keep Lender informed at all tmes of
Grantor's current eddress” Subject to appiicable law, and except for nolice required or allowed by law to be given in another
manner, d thers 1§ fnore umn mﬁmn?oa any notlcn gven by Lender 10 any Grantor 1s deemed to be notice given to all
Grantors | _,

ASSOCIATION OF UNﬂ' GWNEFIS e {anow prowisions apply # the Real Propery has been submifted to und
ownership law or similar I-hw fot- thh sslablrarménl ol Iniums or cooperative ownership of the Real Property

Power of Attorney "arsnmuram an mhumahla power of attomey to Lender to vote in Lender's discretion on any
matter that may come bélore the asgociation of unit ownars  Lender shall have tha nght to exercise this powsr of
attomey only after Grarwor's défau!t,h‘meysi‘ 'Landar may decline 1o exercise this power as Lendar sees fit

Insurance The insurance'as raquupd qhu{n may. be carned by the association of unit owners on Grantor's behalf, and
the proceeds of such nsurarfice-may be pad t9 the von of unit for the purpose of repainng or
reconstructing the Property If not so qsgdbuhaasmmsuchprooeeds shall be paid to Lender

Default. Grantor's (ailure to pet'[urrrr any. bt the obhgaﬂens rnposed on Grantor by the declaration submitting the Real
Property to unit ownership, by thé bylavws of thd associatiorrof unit owners, or by any rules or regulabions thereunder,
shall be an event of default under this'Deed,ef Trudt If Grantors interest mtheﬁael Property 8 a leasehold nterest and
suchprnpanyhasbeensubmtladmmtnmwshlp.n.mlaﬂurabyGrantottopeﬂo:manyaimuurnammedm
Grantor by the lease of the Real Proparty from its gwner, any default under such lease which might result in termination
ol the lease as it pertans to the Real Proferty, ot any fadure of Graptir as a member of an association of unit owners to
lake any reasonable action within Grantor's.power to prevent a‘defalilt under such lease by the association of unt
owners or by any member of the associatioh'shall be an Evm}ﬂfDefm.ﬂm_nderhsDeeddTrus!

MISCELLANEQOUS PROVISIONS The following rruscaﬂmanmpmm are &, part of this Deed of Trust

Amendments This Deed of Trust, togsther with any Ra!u;atl Doﬁurrrerh consttutes the entre understanding and
awmemulmapamasaswmmanmsalbrmmmlspudofw No alterabion of or amendment to this Deed of
Trust shall be effectrve unless given in wnting a.rn'-slgnad by me party urf.vamss soughl to be charged or bound by the
alterabon or amendment

Annual Repom. If the Property s used for purposes Mer marl Gramqfs residence, Grantor shall furmish 1o Lender,

upon rtfied statement of net g INCOMe 19 I'rom&nFmportydumgGrmmrupravnmnscal
year in such ion'n and detail as L.andar shall require Nai opelating incoma’ shall mean all cash receipts from the
Property less all cash expenditures made in connechon with the operauon 01 the 'Prnpeny

Caption Headings Caption headings in this Deed of Trust ar¢ lor mnvaumca pumosas only and are not to be used lo
interpret or define the provisions of this Deed of Trust

Merger There shall ba no merger of the interest or estate craaml by this, orTrusl with any other interest or estate
in the Property at any time held by or for the benefit of Lender in ahy- capﬂc without thiy written consent of Lender

Governing Law This Deed of Trust will be governed by federal law appl?éab]a to Lender and, to the extent not
preempted by federal law, the laws of the State of Washington without-regard to |is confilcts ol' law provisions
This Deed of Trust has been accepted by Lender in the State of Wuhm;tun

Cholce of Venue If there 1s a lawsuit, Grantor agrees upon Lenders raquasl to spbrnn ta‘lha |ur|sdr.1mn aof the courts of
Whatcom County, State of Washington il

No Walver by Lender Lender shall nol be deemed to have waved any nghts, undm s Daad,gl Trus! unless such
waiver s given in wrting and signed by Lender Nodelayuommmmmmwmrﬁexmmmrmtshan
operate as a wanver of such nghl or any other nght A warver by Lender of a‘pruvm\d this Déed of Trust shall not
prejudice or consttute a waver of Lender's nght otherwise to demand sinct comp!lanea ‘with that pm?lmn or any other
provision of this Deed of Trust No pnor warver by Lender, nor any course of deallr‘-u'between Lspd'ar ard Grantor, shall
constitute @ waiver of any of Lender's nghts or of any of Grantor's obligations as td,any. Hiturer transactons Whmavar
the consent of Lender s required under this Deed of Trust, the granting of such consent b}{ Lender,in.any nstance shall
not constitute continuing consent to subsequent instances where such consent is requxfad and nall ma: spch consent
may be granted or withheld in the sole d on of Lender e
Severabllity 1l a courl of competent junsdiction finds any prowision of this Deed olTrua;.'.'obell.lagul mahd or
unenforceatle as to any circumstance, that finding shall not make the offending pravision, llegal, invalid, or
unenforceable as to any other circumstance  If feasible, the offending provision shall ba corsidgréd moditied s that 1t
bacomes legal, valid and enforceable It the offending provision cannol be so modilied, it shel'be odnsidered delgled
from this Deed of Trust Unless otherwise required by law, the illagality, mvalidity, or unenforceabdity of gny provision'of

this Deed of Trust shall not affect the legalty, vality or enforceabily of any other provision of this' Deegof Trust

Successors and Assigns  Subject lo any lmitations staled i this Deed of Trust on transfer of Granlpr‘a intatest, ‘m't
Deed of Trust shall be binding upon and mure to the bensfil of the parties, therr successors and assigns ;| If Q\&Mmmp of !
the Property becomes vested in a person other than Grantor, Lender, without notice to Grantor, may deal with Grantor's
successors with reference 1o thus Deed ol Trust and the Indebtedness by way of forbearance or 0!Gan§nn ‘wnhpul
releasing Granlor from the obligations of this Deed of Trust or liabikty under the Indebtedness

Time Is of the Essence Time s of the essence in the performance of this Deed of Trust

c—Lo
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‘ Walye Jury All parties to this Deed of Trust hereby walve the right to any jury trial In any action, proceeding, or
owhterclalm brought by any party against any other party.

-Wa[m: of Homestead Exemption Grantor hereby releases and wawes all nghts and benefits of the homestead
,." _exémptiorf laws of the Stats of Washington as to all Indebtedness secured by this Deed of Trust

nmumons ‘!119 followng caprtalized words and terms shall have the following meanings when used in this Deed of Trust
Urﬁaasspecﬂcaﬂr slated to the contrary, all references to dollar amounts shall mean amounts in lawful money of the United
Etates of Almma‘ Worgsand terms used in the singular shall include the plural, and the plural shall include the singular, as
the contasi ma raquk'b Words and terms not otherwise defined in this Deed of Trust shall have the meanings attnbuted to
such terms in, Unrlnrm CDmmul Coda

Bem!’lclary The wprcl"'ﬂans;nclary means Honzon Bank, and its successors and assigns

Bomsr The‘wwd“%nawm:' means Kaydee Gardens 9, LLC and includes all co-signers and co-makers signing the
Ncna and, alf therr  Juccessgrs end assigns

Deeq o’t Trust The words 'bsed’of Trust” mean this Deed of Trust among Grantor, Lender, and Trustee, and includes
without I:rrqlabon all, asg.mmg‘i am‘ secunty interest prowisions relating to the Personal Property and Rents

Default J’ha wo'rd 'Dafhun rnnans the Dafault sat forth in this Deed of Trust in the section tited "Dafault

Event aT‘IJel‘auIL 1119 wntds “Event of Defaull® mean any of the events of delault set forth in thus Deed of Trust in the
events of dsral,dl ‘section’ of thsnaad of Trust

Grantor Thé. wurd ‘Gramm‘ meank Kaydee Gardens 9, LLC

Guarantor The wrtl ‘Ql.tkzrém:‘ra meem arqr guarantor, surely, or accommodation party of any or all of the
Indettedness ol

Guaranty. The wo!d 'Gua,canly‘ msnna mew.qrs,n'cy from Guarantor to Lender, ncluding without limitation a guaranty of
all or part of the Nots. 3

Improvements Thow m_pma-wt means all existing and future improvements, bulldings, structures, mobile
homes affixed on the Real Prwaﬂy l',adwuqs. additons, replacements and other construction on the Real Propew

Indebledness The word *indehtsdiness® mum’nil pringipal, nterest, and other amounts, costs and expenses payable
under the Mote or Related boeumem‘y. “ogether wuth all renewals of, extensions of, rnodmm of, consolidabons of
and substtutions for the Noté or-Related Documents and any amounts expended or advanced by Lender to discharge
Grantor's obligations or expensﬂs incrad By Trustee pr' Lender to enforce Grantor's obligations under this Deed of
Trust, together with interest on afach amounts as ptoszd in this Deed of Trust

Lender. The word "Lender” mmnsﬂam perk 45 sucgessors and assigns

te. The word "Note" means the proqedsary nole daled July 11, 2007, In the original principal amount of

52 561,625.00 from Grantor to Lender,- -togethar with all renewals of, extensions of, modifications of, refinancings of,
.dam and substtutions foF: \ha plmssory note or aﬂreement NOTI-GE TO GRANTOR THE NOTE

CONTMNS A VﬂﬂlﬁBLE INTEREST H.A:!'E

Personal Property The words "Personal F‘roperlv"mn B’ aqmpm-nt Ypctures, and other articles of personal property
nuwur!maaﬂarmnedbyGrantar.mmnrhmmhwuralmmmaﬂww together with all
accessions, parts, and additions to, all replacements ok and all stibstlutions for, any of such property, and together with
aﬂlssuossndpmmmcemmdpfmeeds (nncludmmmom.ah'utaman nﬁuranoe proceeds and refunds of prermums)

from any sale or other dispostion of the Pmpeny -

Property The word "Property” meansmllacln-‘slyheﬁsél PmpsrlyarﬂmaPammlepaﬂy

Real Property The words “Real Property” maeﬂlhe'mul pmpem.mtareqls and nghts, as further descnbed in this Deed
of Trust .y

Related Documents The words "Related Documants‘ mean a.lrammu,ssmrnqtas credit ag nts, loan ag s,
guarantes, secunty agreements, morigages, deeds of Irusf, sa:unry ﬂeeﬁs. collateral morigages, and all other
instruments, agreements and documents, whether now of hereafter-'exssing, executed In connection with the
Indebtedness, provided, that the | mdemnity agrements.are not *Related Documents® and are not secured
by this Deed of Trust ES e

Rents The word "Rents” means all present and future renis ‘rmrrum menrns tssuas royalties, profits, and other
benefits derved from the Proparty

Trustee. The word "Trustes® means Waestward Financial Services Corpom!m. wm‘sa mmlng address 1s 1500 Comwall
Avenue, Bellingham, WA 88225 and any substiiute or successor trustegs 3

GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS: cu= TH'I,S DE,ED or TRUST, AND GRANTOR
AGREES TO ITS TERMS J

GRANTOR

s_,!L

~ KR

-

e e



et DEED OF TRUST
" 1680 No* 6000002892 (Continued) Page 10

i LIMITED LIABILITY COMPANY ACKNOWLEDGMENT

. day(mf = 4 . 20 07 before me, the undersigned
Notary Puhhc pa:sqmljy ‘appeared Mark cnnstnpher Tapert, Member of Kaydee Gardens
9, Ll.c.aﬂdpemmany"inmlombor oved to onlha basis of saisfactory evidence to be members or designated
agents 6f the ymited kability company that executed the Deed of Trust and acknowledged the Deed of Trust to be the free and
voluntary’ f]:l and deed of the inited hability company, by authonty of statite, its articles of organization or fs operating
agreement, for the uses and plipodes theren mentioned, and on oath stated Ihatdlayms authonzed to execuls this Deed of
Trust and in { a:ewiﬁd tt‘in-De&d b}fmsi on behalf of the imrded habilty company

Residing Z

wy commiseon expires /28

STATE OF WASHINGTON

ST T TT T,

“" 4 COMMISSION EXPIRES
: . _::JUNE 18, 2008
= REGUEST FOH FULL RECONVEYANCE
To <! Trustee

The undersigned i3 the legal ownat aﬁd Feider, ok all lndabladnsss secured by this Deed of Trust  You are hereby requested,
upon payment of all sums owingto you, 1o réeonvey wmm wanmty. to the persons entiied thereto, the nght, ttle and
mrwmwhalﬂbyyouundwmnwdowmgn Nt -

Date et J R Beneficlary’
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NOTARY PAGE
n’A‘l‘a OF WASHINGTON }
} 58,
Cwnw of }

l‘ﬁenhrmll'? that | know or have satlsfactory evidence that

’ is ﬂoe P*'wn(t) Ahe awmmd before me, and sald person(s) acknowledged that (he, she, they) signed this
'lmmm am{ admowlqdnd It to be (his, her, thelr) free and voluntary act for the uses and purposes
a?enucnzd i thh hulrumm.

Printed Name " .': ‘

Residing at T
My appolntment upﬁu Y

STATE OF WASHINGTON ¢ s
. Y

County of fﬂq llv m\§ ¥= ‘} o

1 hereby certlfy that | know or have ",jf = éiidence that L%n('- Mable Hnrm-b

JJ

Is the p (s) who app d befi mq.. md sald pmnr_t(!) acklww'kdged that (he, she, they) signed this
Instrument, on oath stated that | e J' 3

authorlzed to ex:cutn the ent and :dmuwlul'te I: q.l‘tha th [P
of Kendw T&!N q,LLC J to be the free and voluntary
act of such pm} for the uses and purposes mlntiqntd h: this 'lnsmgmmt

Ty “1-20447 "

-\\\\““lh.

R 1,
Qﬁ:\\.\\m “‘rﬂi’?ﬁ‘

= A
e =-...-=4¥3~ an %,
Notary Public In and for the State of Washington 3 = ;@AQ.Q-,_ *~ 4%9, Z
N, = IR . z =2
B E - V% Z
ponc B clere
Printed Name AN 7 CRSAE
Reslding at 5 6'"6-.1\ i 54{?@’!‘"\. 2‘3\,\\:{@“"
My appointmant explres [ = ali QE o "“f“\',\\{t%\‘
S . ,.'-_\
\
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NOTICE OF FINAL AGREEMVIENT _

e

References In the boxes above are for Lender's use only and do not imit the applicability of this document to any particular loan or item,
Any item above containing "***" has been omitted due to text length limitatlons.

Borrower:  [aydee Gardens 9, LLC . Lender: Horizon Bank
10325 Airport Way Snohomish Commercial Center
Snohomish, WA 88236 2211 Rimland Drive, Suite 230
Bellingham, WA 98226
(877) 423-9742

ORAL AGREEMENTS OR ORAL COMMITIVIENTS TO LOAN MONEY, EXTEND CREDIT, OR TO FORBEAR
FROM ENFORCING REPAYMENT OF A DEBT ARE NOT ENFORCEABLE UNDER WASHINGTON LAW,

By signing this document each Party acknowledges receipt of the above notice. In addition {and not as a limitation on the legal effect of
the notice), by signing this document each Party represents and agrees that: (a) The written Loan Agreement represents the final
agreement between the Parties, (b) There are no unwritten oral agreements betwean the Parties, and (c) The written Loan Agreement
may not be cdntradicted by evidence of any prior, contemporaneous, or subsequent oral agreements or understandings of the Partles.

As used in this Notice, the following terms have the following meanings:

Loan. The term "Loan" means the following described loan: & Fixed Rate (3,0009% initial rate) Nondisclosable Loan to a Limited
Liability Company for $2,669,482.265 due on November 156, 2011, . :

Loan Agreement. The term "Losn Agreement" means one or more promlises, promissory notes, agreements, undertakings, securlty
agreements, deeds of trust or other documents, or commitments, or any combination of those sctlons or documents, ralating to the
Loan, including without limitation the followlng:

: LOAN DOCUMENTS
Amortizetion Schedule LLC Resolution: Kaydee Gardens 8, LLC

Business Loan Agreement Promissory Note
. WA Commerclal Guaranty: Lance Harvey WA Assignment of Rents
COLLECT INTEREST - Collect Interest . Disbursement Request and Authorization

Notice of Final Agreement : : :
Parties. The term "Fartles” means Horlzon Bank end any and all entitles or Individuals who ara obligated to repay the loan or have
pledged property as security for the Loan, Including without limitation the following:

Borrower: ° Kaydee Gardens 9, LLC
Grantor(s): - Kaydee Gardens 9, LLC
Guarantor 1;  Lance Harvey

" COUNTERPARTS. This Agreement may be executed in a number of identical counterparts and by each party on a separats courterpart, If so
executed, all of such counterparts shall collectively constitute one agreement. -

Each Party who signs below, other than Horizon Bank, acknowledges, represents, and warrants to Horizon Bank that It has received, read and
understood this Notice of Final Agreement. This Notice is dated November 20, 2008.

BORROWER:

ICAYDEE GARDENS 9, LLC

By: ' & e i gt e e
Lance Harvey, Member of Kaydes Gardens 9, LLC
. GUARANTOR:
X = T e '.‘_;."

Lance Harvey, Tndividually -

g-Is CPSEE



Loan No: 6000002892

NOTICE OF FINAL AGREEMENT
(Continued)

Page 2

LENDER:

HORIZON BANK

X

Authorized Signer

e
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EXHIBIT. /-
Exhibit F

11-20-2008 Kaydee Limited Liability Company
Resoclution to Borrow



/ SUBORDINATE DEBT

LIMITED LIABILITY COMPANY RESOLUTION TO BORROW / GRANT COLLATERAL

Company: [Kaydee Gardens 9, LLC ) Lender: Horizon Bank
10325 Airport Way X Snohomish Commercial Center
Snohomish, WA 98286 2211 Rimland Drive, Suite 230

Bellingham, WA 98226
(877) 423-9742

I, THE UNDERSIGNED, DO HEREBY CERTIFY THAT:

THE COMPANY'S EXISTENCE. The complete and correct name of the Company is Kaydea Gardens 9, LLC ["Company"). The Company Is &
limited lability company which Is, and at all times shall be, duly organized, valldly exlsting, and in good standing under and by virtue of the laws
of the State of Washington. The Company Is duly authorized to transact business'In all other &tates in which the Company Is dolng business,
having obtained all necessary filings, governmental licenses and approvals for each stata In which the Company Is dolng buslness, Specifically,
the Company Is, and at all times shall bs, duly qualified as & foreign limited liabllity company In all states In which the fallure to so qualify would
have a material adverse effect on its business or financlal condition. The Company has the full power and authority to own its properties and to
transact the buslness In which It Is presently engaged or presently proposes to engage. The Company malntains an office at 10326 Alrport
Way, Snohomish, WA 88286. Unless the Company has designated otherwise In writing, the- principal office Is the office at which the Company
keeps its books and records. The Company will notify Lendsr prior ta any change In the location of the Company's state of organlzatlon or any
change In the Company's name. The Company shall do all things necessary to preserve and to ksep In full force and effect its existence, rights
and privileges, and shall comply with all regulations, rules, ordinances, statutes, orders and decrees of eny governmental or quasl-governmental
authority or court applicable to the Company and the Company's business activities.

RESOLUTIONS ADOPTED. Ata meeting of the members of the Company, duly called and held on November 20; 2008, at which a quorum was
present and voting, or by other duly authorized action In lieu of a meeting, the resolutions set forth in this Resolution were adopted.
MEMBER. The following named person Is 8 member of Kaydee Gardens 8, LLC:

NAMES TITLES AUTHORIZED : ACTUAL .SIGNATURES

P

Lance Harvey Member Y b, SRS

ACTIONS AUTHORIZED. The authorized person [isted above miay enter Into any agreements of any nature with Lender, and those agreements
will bind the Company. Specifically, but without limitation, the authorized person is suthorized, empowered, and directed to do the following for
and on behalf of the Company:

Borrow Money. To borrow,.as a cusigne} or otherwise,-from time to time from Lender, on such terms as may be agreed upon between the
Company and Lander, such sum or sums of monay as in his or her Judgment should ba borrowed; without limitation,

Execute Ndtes. To execute and deliver to Lender the promissory note or notes, or other evidence of the Company's credit
accomnmodatlons, on Lender’s forms, at such rates of Interest and on such terms as may be agreed upon, evidencing the sums of money so
borrowed or any of the Company's indebtedness to Lender, and also to execute and dellver to Lender one or more renewals, extensions,
modiflcations, refinancings, consolidations, or substitutions for one or more of the notes, any portion of the notes, or any other evidence of
credit accommodations, -

Grant Securlty, To mortgage, pledge, transfer, endorse, hypothecate, or otherwlse encumber and deliver to Lender any property now or
hereafter belonging to the Company or In which the Company now or hereafter may have an Interest, Including without limitation all of the
Company's real property and all of the Company's personal property (tenglble or Intangible), as security for the payment of any loans or
credit accommodations so obtained, any promissery notes so executed (including any amendments to or medifications, renewals, and
extensions of such promissory notes), or any other or further indebtedness of the Company to Lender at any time owing, however the same
may be evidenced, Such property may be mortgaged, pledged, transferred, endorsed, hypothecated or encumbered at the time such loans
are obtained or such Indebtedness Is Incurred, or at any other time or times, and .may be either in addition to or in llsu of any property
theretofore, mortgaged, pledged, transferred, endorsed, hypothecated or encumbered.

Execute Securlty Documents. To execute and dellver to Lender the forms of mortgage, deed of trust, pledge agreement, hypothecation
agreement, and other security agreements and financing statements which Lender may require and which shall evidence the terms and
conditions under and pursuant to which such liens and encumbrances, or any of them, are glven; and also to execute and deliver to Lendar
any other written Instruments, any chattel paper, or any other collateral, of any kind or nature, which Lender may deem necessary or proper
in connection with or pertaining to the giving of the liens and encumbrances,

Subordination. To subordinate, in all respects, any and all present and future indebtedness, obligations, liabllities, claims, rights, and,
demands of any kind which may be owed, now or hereafter, from Bny person or entity to the Company to all present and futurs
Indebtedness, obligations, liabllities, clalms, rights, end demands of any kind which may be owed, now or hereafter, from such persen or
entity to Lender ("Subordinated Indebtedness"), together with subordination by the Company of any and all security interests of any kind,
whather now exlsting or hereafter acquired, securing psyment or parformance of the Subordinated Indebtedness; all on such subordination
terms as may be agreed upon between the Company's Members and Lender and in such amounts as in his or her Judgment should be
subordinated. .

Negotiate Items. To draw, endorse, and discount with Lender all drafts, trade acceptances, promissory notes, or other evidences of
Indebtedness payable to or belonging to the Compeny or In which the Company may have an Interest, and sither to recelve cash for the
same of to cause such proceeds to be credited to the Company's account with Lender, or to cause such other disposition of the proceeds
derived therefrom as he or sha may deem advisable,
Further Acts. In the case of lines of credit, to designate additional or alternate individuals as bsing authorized to request advances under
_ such lines, and in all cases, to do and perform such other acts and things, to pay any arid all fees and costs, and to exscute and dsliver
such other documents and agreements, including agreements walving the right to a trial by jury, as the member may in his or her discretion
desm reasonably necessary or proper in order to carry Into effect the provisions of this Resoclution.



LIMITED LIABILITY COMPANY RESOLUTION TO BORROW [ GRANT COLLATERAL /
SUBORDINATE DEBT
Loan No: 6000002892 ) (Continued) Page 2

ASSUMED BUSINESS NAMES. The Compeny has filed or recorded all documents or filings required by law relating to all assumed business -
names used by the Company. Excluding the name of the Company, the following is a complete list of all assumed business names under which
the Company does business; None. T

NOTICES TO LENDER. The Company will promptly notify Lender In writing at Lender's address shown above (or such other addresses as
Lender may designate from time to time) prior to any (A) change In the Company's name; (B) change In the Company's assumed business
nema(sl; (C) change In the management or in the Members of the Company; (D) change in the authorized signer(s); (E} change In the
Company's principal office address; (F) change in the Company's state of organization; (G] conversion of the Company to a new or.different
type of business entity; or (H) change In any other aspect of the Company that directly or indifectly relates to any agresments between the
Company end Lender, No change in the Company's name or state’of organization will take effect untll after Lender has recelved notice,

COUNTERPARTS. This Agreement may be executed in a numbér of Identical counterparts and by each party on a separate counterpart. If so
executed, all of such counterparts shall collectively constlitute one sgreement.

CERTIFICATION CDNCEBNJNE; MEMBERS AND RESOLUTIONS. The member named above Is duly elected, appointed, or employed by or for the
Company, s the case may be, and occuples the positlon set opposite his or her respective name. This Resolution now stands of record on the
books of the Company, is In full force @nd effect, snd has not been modified or revoked In any manner whatsoever.

CONTINUING VALIDITY. Any end all acts authorized pursuant to this Resolution and performed prior to the f:uassaga of this Resolution are
hereby ratifled and approved. This Resolutlon shall be continuing, shall remaln in full foree and effect and Lender may rely on it until written
notice of its.revocation shall have been dellvered to and received by Lender at Lender's address shown abové {or such addresses as Lender may
deslgnate from time to time), Any such notige shall not affect any of the Company's sgreements or commitments in affsct at the time notice is
given, .

IN.TESTIMIONY WHEREOF, | have hereunto set my hand and attest that the signature set opposite tha name Iist;d above is his or her genuine
signature. ¥ . i

| have read all the provisions of this Resolutlon, and | personally and on behalf of the Company certify that all statements and representations
made in this Resolution are true and correct. This Limited Liability Company Resolution to Borraw / Grant Collateral / Subordinate Debt Is dated
Movember 20, 2008, ’ '

CERTIFIED TO AND ATTESTED BY:

B "

. e -
LR L
)

of .I(Ia\rr.laa -Gardans 9, LLC

MOTE: I the member slgning this lution Is des) d by the foregolng d t 83 one of the members suthorlzed 1o act on the Company's behalf, It Is advisabla to have this R
" slgned by at least ons non-sutherlzad bor of tha C
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BUSINESS LOAN AGREEMENT

e e

References In the boxes above are for Lender's use only and do not limit the applicability of this document to any particular loan or item.
Any item above containing "*#**" has beén omltted due to text length limitations.

Borrower:  IGaydee Gardens 9, LLC Lender: Horizon Bank
10325 Alrport Way Snohomish Commercial Center
Snohomish, WA 982986 2211 Rimland Drive, Suite 230

Bellingham, WA 98226
(877) 423-9742

THIS BUSINESS LDAN AGREEMENT dated November 20, 2008, is made &nd executed between Kaydee Gardens 9, LLC ("Borrower") and
Horizon Bank ("Lender") on the following terms and conditions. Borrower has received prior commercial loans from Lender or has applied to
Lender for a commercial loan or loans or other financial accommodations, including those which may be described on any exhibit or schedule
attached to this Agreement. Borrower understands and agrees that: (A) In granting, renewing, or extending any Loan, Lender is relying upon
Borrower's representations, warrantles, and agreements as set forth in this Agreement; (B) the granting, renewing, or extending of any Loan
by Lender at all times shall be subject to Lender's sole judgment and discretion; and [C) all such Loans shall be and remain subject to the terms
and conditions of this Agreement, :

TERM. This Agreement shall be effective as of November 20, 2008, and shall continue in full force and effect until such time as all of
Borrower's Loans In favor of Lender have been pald In full, Including principal, Interest, costs, expenses, attorneys' fees, and other fees and
charges, or until such time as the parties may agree In writing to terminate this Agreement, :

CONDITIONS PRECEDENT TO EACH ADVANCE. Lender's obligation to make the Initial Advance and each subsequent Advance under this
Agreement.shall be subject to the fulfillment to Lender's satisfaction of all of the conditions sst forth In this Agreement and in the Related
Documents,
Loan' Documents. Borrower shall provide to Lender the following documents for the Loan: (1) the Note; (2) Security Agreements
granting to Lender security interests In the Collateral; (3) financing statements end all other documents perfecting Lender's Security
Interests; (4) evidence of insurance as required below; (5) gusrentles; (6) together with all such Related. Documents as Lender may
raquire for the Loen; all in form and substance satisfactory to Lender end Lender's counsel, 4 '

_ Borrower's Authorization, Borrower shall have provided In form and substance satlsfactory ta Lender properly certifled resolutlons, duly
authorizing the execution and dglivery of this Agreement, the Note and the Related Documents. In additlon, Borrower shall have provided
such other resolutions, autherizations, documents and instruments as Lender or its counsel, may require,

Payment of Fees and Expenses. Borrower shall have peld to Lender all fees, charges, and other expenses which ara then dua and payable
as specified in this Agreement or any Related Document,

Representations and Warranties. The representations and warrantles set forth In this Agreement, In the Related Documents, and in any
document or certificata delivered to Lender under this Agreement are true and correct, .

No Event of Default. There shall not exist at the time of any Advance a condition which would constitute an Event of Default under this
. Agreement or under any Related Document.’ ’

REPRESENTATIONS AND WARRANTIES. Borrower represents and warrants to Lender, as of the date of this Agreement, es of the date of each
disbursement of loan proceeds, as of the date of any renswal, extenslon or madiflcation of any Loan, and at all times any Indebtedness exists:

Organization. Borrower Is a limited llabillty company which Is, and at all times shall be, duly organized, validly existing, and in good
standing under and by virtue of the lsws of the State of Washington, Borrower Is duly euthorized to transact business In all other states In
which Borrower Is doing business, having obtained all necessary filings, governmental licenses and approvals for each state In which
Borrower is dolng business. Specifically, Borrower Is, and st all times shall be, duly qualifled as a forelgn limited liabllity company In all
states in which the failure to so qualify would have a material adverse effect on Its buslness or financial condition. Borrower has the full
power and authority to own its propertles and to transact the business in which It is presently engaged or presently proposes to engage.
Borrower maintains an offlce at 10326 Alrport Way, Snohomish, WA 8B8236. Unless Borrower has designated otherwise In writing, the
principal office Is the office 8t which Borrower keeps Its beoks and records including its records concerning the Collateral. Borrower will
notify Lender prior to any change in the locatjon of Borrower's state of organization or any change In Borrower's name. Barrower shall do
all things necessary to preserve end to keep In full force and effect Its existence, rights and privileges, and shall comply with all regulations,
rules, ordinances, statutes, orders and decrees of any governmental or quasl-governmental authority or court spplicable to Borrower and
Borrower's business actlvitles. i

Assumed Business Names. -Borrower has filed or recorded all documents or filings required by law relating to all assumed business names
used by Borrower, Excluding the name of Borrower, the following Is a complets fist of all assumed business names under which Borrower _

does business: None,

Authorlzation. Borfower's execution, dellvery, and performance of this Agreement and all the Related Documents have been duly
authorized by ell necessery action by Borrower and do not conflict with, result in a violation of, or constitute a default under (1) any
provision of {a) Borrower's articles of organization or membership agreements, or (b} any agreement or other instrument binding upon
Borrower or (2) any law, governmental regulation, court decres, or order applicable to Borrower or to Borrower's properties.

Financial Information. Each of Borrower's financlal statements supplied to Lender truly and complstely disclosed Borrower's financial
conditlon as of the date of the statement, and there has been no materlal adverse change In Borrower's financlal condition subsequent to
the date of the most recent financlal statement supplled to Lender. Borrower has no materlal contingent obligations except as disclosed in
such financial statements. .

Legal Effect. This Agreement constitutes, and any Instrument or agreement Borrower is required to give under this Agreement when
delivered wlill constitute legal, valid, and binding obligations of Borrower enforceable against Borrower In accordance with thelr respective
terms.

Properties, Except as contemplated by this Agresment or as praviously disclosed In Borrower's financial statements or n writing to Lender
and as accepted by Lender, and except for property tax llens for taxes not presently due and payable, Borrower owns and has good title to
all of Borrower's properties free and clear of all Security Interests, and has not executed any securlty documents or financing statements
refating to such properties. All of Borrower's properties are titled In Borrower's legal name, and Borrower has not used or filed a financing
statement under any other name for at lsast the last five (6) years.

€ —21 CPSTe



BUSINESS LOAN AGREEMENT
Loan No: 6000002892 - {Continued) Page 2

Hazardous Substances. Except as disclosed to and acknowledged by Lender in writing, Borrower represents and warrants that: (1) During
* the perlod of Borrower's ownership of the Collateral, there has been no use, generation, manufacture, storage, treatment, disposal, release
or threatened release of any Hazardous Substance by any person on, under, about or from any of the Collateral. {2) Borrower hes no
knowledge of, or reason to believe that there has been (a) any breach or viclation of apy Environmental Laws; (b) any use, generatlon,
manufacture, storage, treatment, disposal, release or threatened release of any Hazardous Substance on, under, about or from the
Collateral by any prior owners or occupants of any of the Collateral; or (c) any actual or threatened litigation or claims of eny kind by any
person relating to such matters. (3) Neither Borrower nor any tenant, contractor, agent or other authorized user of any of the Collateral
shall use, generate, manufacture, store, treat, dispose of or release any Hazardous Substance on, under, about or from any of the
Callateral; and any such activity shall be conducted in compliance with ell eppliceble federal, state, and local laws, regulations, and
ordinences, Including without limitation all Environmental Laws. Borrower authorizes Lender and Its agents to enter upon the Collateral to
make sGch-inspections and tests as Lender may deem appropriate to determine compliance of the Collateral with this sectlon of the
Agreement. Any Inspectlons or tests made by Lender shall be at Borrdwer's expense and for Lender's purposes only and shall not be
construed to create any responsibility or llability on the part of Lender to Borrower or to any other person. The representations and
warranties contalned herein are based on Borrower's due diligence In investigating the Collateral for hezardous waste and Hezardous
Substances. Borrower hereby (1) releases and waives any future claims against Lender for indemnity or contribution in the avent
Borrower becomes llable for cleanup or other costs under any such laws, and (2) agrees to Indemnify, defend, and hold harmless Lender
agalnst any and all claims, losses, liabilitles, damages, penaltles, end expenses which Lender may diréctly or Indirectly sustaln or suffer
resulting from a brgach of this section of the Agreement or as a consequence of any use, generation, manufacturs, storage, disposal,
release or threatened release of a hazardous waste or substance on the Collaterel. The provisions of this section of the Agreement,
Including the obligation to indemnify end defend, shall survive the payment of the Indebtedness and the termination, expiration or
satisfaction of thls Agreement and shall not be affected by Lender's scquisition of any Interest In any of the Collateral, whether by
foreclosure or otherwise. '

- Litigation and Claims. No litigation, claim, investigation, administrative proceeding or similar actlon (Including those for unpald taxes)
agalnst Borrower Is pending or threatened, and no other event has occurred which may materlally adversely affect Borrower's flnancial
condition or properties, other than litigation, clalms, or other events, if any, that have been disclosed to and acknowledged by Lender in
writing. ’

Taxes. To the best of Borrower's knowladge, all of Borrower's tax returns and reports that are or were required to be filed, have been
filed, and all taxks, assessments and other governmental charges have been pald In full, except those presently being or to be contasted by
Borrower in good falth in the ordinary course of business end for which adequate reserves have been provided.

Lien Priority. Unless otherwise previously disclosed to Lender in writing, Borrower has not entered Into or gran.tad any Security
Agreements, or permitted the filing or attachment of any Security Interests on or affecting any of the Collateral directly or indlrectly
securing repayment of Borrower's Loan and Note, that would be prior or that may In any way be superlor to Lender's Sscurity Interests and
rights in and to such Collateral. . : '

Binding Effect. This Agreement, the Note, all Security Agreements (If any), and all Related Documents are binding upon the signers
thereof, as well as upon thelr successors, representatives and asslgns, and ere legally enforceabls in accordance with thelr respective
terms. 5 .

AFFIRMATIVE CUVENﬁINTs. Borrower covenants and agrees with Lender that, so long as this Agreement remains in efiect, Borrower will:

Notices of Claims and Litigation. Promptly inform Lender In writing of (1) all material adverse changes In Bofrower's financlal condition,
and (2) ell existing and all threatened litigation, claims, investigations, administrative proceedings or similar actions affecting Borrower or
any Guarantor which could materially affect the financial condition of Borrower or the financial condition of any Guarantor,

Financial Records, Malntaln its books and records In accordance with GAAP, applied on a consistent basls, and permit Lender to examine
and audit Borrower's books and records at all reasonable times.

Financial Statements. Furnlsh Lender with the following:

Tax Returns. As soon as available, but in no event later than thirty (30) days after the applicable fillng da‘té for the tax reporting period
ended, Federal and other governmental tax returns, prepared by a tax professional satisfactory to Lender.

Additional Requirements. Borrower to provide anpusl financial statements, prepared by Borrower, due with tax returns.

All financlal reports required to be provided under this Agreement shall be prepared In accordance with GAAP, applied on a consistent
basis, and certified by Borrower as being true and correct,

Additit}nai Information. Furnish sueh additional Information and statements, as Lender may request from time to time.

Insurance. Maintaln fire and other risk Insursnce, public liabillty insurance, and such other Insurance as Lender may require with respect to
Borrower's propertles and operations, in form, amounts, coverages and with Insurance companles acceptabla to Lendsr, Borrower, upon
request of Lender, will dellver to Lender from time to time the policles or certificates of Insurance in form satisfactory.to Lender; Including:
stipulations that coverages will not be cancelled or diminished without at least ten (10) days prior written notice to Lender. Each insurance
policy also shall include an endorsement providing that coverage In favor of Lender will not be impaired In any way by any act, omission or
default of Borrower or any other person. In connection with all policles covering assets In which Lender holds or Is ofiered a security
Interest for the Loans, Borrower will provide Lender with such lender's loss payable or other endorsements as Lender may require.

Insurance Reports. Furnish to Lender, upon request of Lender, reports on each existing insurance policy showing such information as
Lender may reasonably request, Including without limitation the following: (1) the name of the Insurer; [2) the risks Insured; (3) the
amount of the policy; (4) the properties Insured; (5) the then current property values on the basis of which insurance has been obtained,
and the manner of determining those values; and (6) the expiration date of the pollcy, In addition, upon request of Lender (however not
more often than annually), Borrower will have an Independent appralser satisfactory to Lender determine, as applicable, the actual cash
value or replacement cost of any Collateral. The cost of such appraisal shill be pald by Borrowsr. ;

Guaranties. Prior to disbursement of any Loan proceeds, furnish executed guaranties of the Loans in faver of Lender, executed by the
guarantor named below, on Lender's forms, and In the amount and under the conditions set forth in those guaranties,

Name of Guarantor Amount
Lance Harvey . Unlimited

Other Agreements. Comply with all terms and conditlons of all other agreements, whether now or hereafter exlsting, betwesn Borrower
and any other party and notify Lender immediately In writing of eny default in connection with any other such agreements,

Loan Proceeds. Use all Loan proceeds solely for Barrower's business operations, unless specifically consented to the contrary by Lender in
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writing.

Taxes, Charges and Liens. Pay and discharge when due all of its Indebtedness and obligations, Including without limitation all assessments,
taxes, governmental charges, levies and liens, of every kind and nature, Imposed upon Borrower or its properties, Income, or profits, prior
to the date on which penalties would attach, and all lawful claims that, if unpald, might become a lien or charge upon any of Borrower's
propertles, Income, or profits. Provided however, Borrower will not ba required to pay and discharge any such assessment, tax, charge,
levy, lien or claim so long as (1) the legality of the same shall be contested In good faith by appropriate proceedings, and (2) Borrower
shall have established on Borrower's books adequate reserves with respect to such contested assessment, tax, charge, levy, llen, or clalm
in accordance with GAAP.

Performance. Perform and comply, in a timely manner, with all terms, conditions, and provislons set forth in this Agreement, in the Related
Documents, and In all other instruments and agresments between Borrower and Lender. Borrower shall notify Lender immediately in
wrlting of any default in connection with any agreement.

Dperations. Maintain exscutive and management personnel with substantially the same qualifications and experlence as the present
exaoutive and management personnel; provide written notlce to Lender of any change in executive and management parsonnal; condudt its
business effairs in a reasonable and prudent manner. k

Environmental Studles. Promptly conduct and complete, at Borrower's expense, all such investigations, studles, samplings and testings as
may be requested by Lender or any governmental authority relative to any substance, or any waste or by-product of any substance defined
as toxic or a hazardous substance under applicable federal, state, or local law, rule, regulation, order or directive, at or sffecting any
property or any facility awned, leased or used by Borrower. :

Compliance with Governmental Requirements. Comply with all laws, ordinances, and regulations, now or hareafter in effect, of all
goveinmental authoritles applicable to the conduct of Borrower's properties, businesses and operations, and to the use or occupenicy of the
Collateral, including without limitation, the Americans With Disabilities Act, Borrower may contest In good faith any such law, ordinance,
or regulation and withhold compliance during any proceeding, Including appropriate appsals, so long as Borrower hes notliled Lender In
writing prior to doing so and so long as, In Lender's sole opinion, Lender's Interests in the Collateral ére not jeopardized. Lender mey
require Borrower to post adequate security or a surety bond, reasonably satlsfactory to Lender, to protect Lender's Interest,

Inspection. Permit employees or agents of Lender at any reasonabla time to inspect any and all Collateral for the Loan or Loans and °
Borrower's other properties and to examine or sudit Barrower's books, accounts, and records end to meke copies and memoranda of
Borrower's books, accounts, and records. |f Borrower now of at any time hereafter malntalns any records lincluding without limitation
computer generated records and computer software programs for the generation of such records) In the possession of a third party,
Borrower, upon request of.Lender, shall notify such party to permit Lender.free access to such records at all reasonable times and to
provide Lender with coples of any records It may request, all at Borrower's expense. :

Environmental Compliange and Reports. Borrower shall comply In all respects with any and all Environmental Laws; not cause or permit to

. exist, as a result of an Intentional or unintentional actlon or omisslon on Borrower's part or on the part of any third party, on proparty
owned and/or occupied by Borrower, any environmental activity whers demage may result to, the environment, unless such environmental
actlvity Is pursuant to and In compliance with the conditions of a permit Issued by the appropriate federal, state or local governmental
authorities; shall furnish to Lender promptly and in any event within thirty {30} days after receipt thereof a copy of any notice, summons,
lien, citation, directive, letter or other communication from any governmental agency or instrumentality concerning eny Intentlonal or
unintentional actlon or omisslon on Borrower's part in connectlon with any environmental actlvity whether or not thefe is damage to the
environment and/or other natural resources. x

Additional Assurances, Make, execute and deliver to Lender such promlssory notes, mortgages, deeds of trust, security agreements,
assignments, financing statements, instruments, documents and other agreements as Lender or [ts attorneys may reasonably request to
evidence and secure the Loans and to perfect all Security Interests. .

LENDER'S EXPENDITURES. If any action or proceeding |s commenced that would materlally affect Lender's interest in the Collateral or if
Borrower fails to comply with any provision of this Agreement or any Related Documents, Including but not limited to Borrower's failura to
discharge or pay when due any amounts Borrower Is required to discharge or pay under this Agreement or any Related Documents, Lender on
Borrower's, behalf may (but shall not be obligated to) take any actlon that Lender deems appropriate, Including but not limited to discharging or
paying all taxes, llens, security interests, encumbrances and other claims, at any time levied or placed on any Collateral and paying all costs for
Insuring, malntalning and preserving any Collateral, All such expenditures Incurred or pald by Lender for such purposes will then bear Interest at
the rate charged under the Note from the date Incurred or pald by Lender to tha date of repayment by Borrower, All such expenses will become
a part of the Indebtedness and, at Lender's option, will (A} be payable on demand; (B) be added to the balance of the Note and be
apportioned among and be payable with any Installment payments to become due during either (1) the term of any applicable Insurance pollcy;
or {2) the remalning term of the Note; or (C] be treated as a belloon payment which will be due and payable at the Note's maturity.

NEGATIVE COVENANTS. Borrower covenants and agrees with Lender that while this Agreement is in effect, Borrower shall not, without the
prior written consent of Lender:

Continuity of Operations. (1) Engage In any business activitles substantially different than those-In which Borrower s presently engaged,
[2) cesse operations, liquidate, merge, transfer, acquire or consolidats with any other entity, change Its name, dissolve or transfer or sell
Collateral out of the ordinary course of business, or (3) make any distribution with respect to any capital account, whether by reduction of
capital or otherwise.

Agreements. Borrower will not enter into any agreement contalning eny provisions which would be violated or breached by the
performance of Borrower's obligations under this Agreement or In connection herewith,

CESSATION OF ADVANCES. If Lender has made any commitment to make any Loan to Borrower, whether under this Agreemsnt or under any-
other agreement, Lender shell have no obligation to make Loan Advances or to disburse Loan proceeds If: (A) Borrower or any Guarantor Is In
default under the terms of this Agreernent or any of the Related Documents or any other agreement that Borrower or any Guarantor has with
Lendef; (B) Borrower or any Guarantor dies, bacomes Incompetent or becomes Ingolvent, files a patition in bankruptey or similar proceedings,
or Is adjudged a bankrupt; (C) there occurs a materlal adverse change In Borrower's financlal condition, In the financial condition of any
Guarantor, or In the value of any Collatersl securing any Loan; or (D) eny Guarantor seeks, claims or otherwise attempts to limit, modify or
revoke such Guarantar's guarenty of the Loan or any other loan with Lender; or (E) Lender in good faith deems itself insecure, even though no
Event of Default shall have occurred.

RIGHT OF SETOFF. To the extent permitted by applicable law, Lender reserves a right of setoff in all Borrower's accounts with Lender (whether
checking, savings, or some other account). This Includes all accounts Borrower holds [ointly with someone else and all accounts Borrower may
open in the future. However, this does not Include any IRA or Keogh accounts, or any trust accounts for which setoff would be prohibited by
law. Borrower authorizes Lender, to the extent permitted by applicable lew, to charge or setoff all sums owing on the Indebtedness aga}nsi any
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and all such accounts, and, at Lender's option, to adminlstratively freeze all such accounts to allow Lender to protect Lender's charge and setoff
rights provided In this paragraph.

DEFAULT., Each of the following shall constitute an Event of Default under this Agreement;

Payment Default. Borrower fails to make eny payment when due under the Loan.

Other Defaults, Borrower falls to comply with or to perform any other term, obligation, covenant or condition contained In this Agreement
or in any of the Related Documents or to comply with or to perform any term, obligation, covenant or condition contalned in any other
agreement betwesn Lender and Borrower. '

False Statements. Any warranty, representation or statement made or furnished to Lender by Borrower or on Borrower's behalf under this
Agreement or the Related Documents |s false or misleading in any materiel.respect, either now or at the time made or furnished or becomes
false or misleading at any time thereafter, :

Death or Insolvency. The dissolutlon of Borrower (regardless of whether electlon to continue is made), any member withdraws from
Borrower, or any other termination of Borrower's existence as a golng business or the death of any mermber, the insolvency of Borrower,

- the appolntment of a recelver for any part of Borrower's property, any asslignment for the benefit of creditors, any type of creditor workout,
or the commencement of any proceeding under any bankruptey or Insolvency laws by or against Borrower,

Defective Collateralization. This Agreement or any of the Related Documents ceases to be in full force and effect tinc-ludlng failure of any
collateral document to create & valid and perfacted security Interest or-lien) at any time and for any reason.

Creditor or Forfeiture Proceedings. Commencement of foreclosure or forfeiture proceedings, whether by Judicial proceeding, self-help,
repossession or any other method, by any creditor of Borrower or by any governmental agency against any collateral securing the Loan.
This includes a garnishment of any of Borrower’s accounts, Including deposit accounts, with Lender. Howsver, this Event of Default shall
not apply if there is a good faith dispute by Borrower as to the validity or reasonableness of the claim which |s the basls of the creditor or
forfelture proceeding and if Borrower gives Lender written notice of the creditor or forfelture proceeding and deposits with Lender monles or
a surety bond for the creditor or forfeiture proceeding, In an emount determined by Lender, in its sole discretion, as being an adequate
reserve or bond for the dispute.

Events Affecting Guarantor. Any of the preceding events occurs with respect to any Guarantor of any of the Indebtedness or any
Guarantor dies or becomes incompetent,'or revokes or disputes the validity of, or llability under, any Guaranty of the Indebtedness.

Adverse Change. A material adverse change occurs in Borrower's financlal condlition, or Lender believes the prospect of payment or
performance of the Loen Js impalred.

Insecurity. Lender In good falth believes Itself insecure.

Right to Cure. If any default, other than a defsult on Indebtedness, is curable and If Borrower or Grantor, as the case-may be, has not been
given a notice of a similar default within the preceding twelve (12) months, it may be cured If Borrower or Grantor, as the case may be,
after recelving written notice from Lender demanding cure of such default: (1} cure the default within thirty (30) days; or (2) If the cure
raquires more than thirty (30) days, Immediately Initiate steps which Lender deems in Lender's sola discretion to be sufficlent to cure the -
default and thereafter continue and complete all reasonable and necessary steps sufficient to produce compliance as soon as reasonably

prapﬁca!.

EFFECT OF AN EVENT OF DEFAULT. If any Event of Default shall ocour, except where otherwise provided In this Agreement or the Related
Documents, all commitments and obligations of Lender under this Agreement or the Related Documents or any other agreement Immediately will
terminate (Including any obligation to make further Loan Advances or disbursements), and, at Lender's option, all Indebtedness immediately will
become due end payable, all without notice of any kind to Borrower, except that in the case of an Event of Default of the type described In the
"Insolvency” subsection above, such acceleration shall be automatic and not optional. In addition, Lender shall have all the rights and remedies
provided in the Related Documents or avallable. at law, in equity, or atherwise, Except as may be prohibited by applicable law, all of Lender's
rights and remedies shall be cumulative and may be exercised singularly or concurrently. Election by Lender to pursue any remedy shall not
exclude pursuit of any other remedy, and en election to make expenditures, or to take action to psrform an obligation of Borrower or of any
Grantor shall not affect Lender's right to declare a default and to exercise its rights and remedies, .

COUNTERPARTS. This Agreement may be executed in a number of identical counterparts end by each party on a separate counterpart, If so
exacuted, all of such counterparts shall clnlie::tlvety constitute one agreement,

PARTIAL RECONVEYANCE. If Borrower Is current in all of Borrower’s obligetions on.the Note, Credit Agreement and Related Loag-Documents,
In order to obtaln from Lender a Psrtlal Reconvayance of its Deed of Trust for eny portion of the property, Borrower must make a principal

payment equal to:

the agreed release price assigned to sach lot, unit, parcel or pad, as follows:
100% of seller's net proceeds, not to be less than §285,000,00 per unit,

If Borrower Is dellnquent In one or more of Borrower's obligations on the Note, Credit Agreement or Related Loan Documents, in order to obtain
a Partial Reconveyance of Lender's Deed of Trust, Borrower must make a principal payment equal to the greater of (a) 100% of the net sales
proceeds genersted from the sale of the lot, unit, parcel or pad, or the releess amount as specified above. "Net sales proceeds” shall bs egual
to the gross selling price for the lot, unit, parcel or pad, reduced by the sum of Borrower's resl estate commission, real estata excise tax,
recording fees, escrow fes, title Insurance premium and other incidental fees customarily pald by a seller. Ifrespective of whether Borrower |s
current or In delinquent in Borrower's obligations to Lender, Borrower must also satisfy the following edditlonal conditions: (a) Borrower must
bring current all of Its obligations on the Note, Credit Agreement and Related Loan documents, Including the payment of accrued interest; (b)
Borrower must be current In its obligations, covenents and conditions contalned In any other agreements betwseen Lender and Borrower; (o)
Borrower must pay Lender a $160.00 per lot processing fee for each property to be Reconveyed; and, if necessary (c) Borrower must pay the
Trustee's Normal Reconveyance fees assoclated with the recordation of any partial or full Reconveyance.

MISCELLANEOUS PROVISIONS. The following miscellansous provisions are & part of this Agreement:

Amendments. This Agreement, together with any Related Documents, constitutes the entire understanding and agreemient of the parties
as to the matters set forth In this Agreement. No alteration of or smendment to this Agreement shall be effective unless given In writing
and signed by the party or partles sought to be charged or bound by the alteratlon or amendment. .

Attomneys' Fees; Expenses. Borrower sgrees to pay upon demand &ll of Lender's costs and expenses, including Lender's attorneys' fees
and Lender's legal expenses, incurred in connection with the enforcement of this Agreement. Lender may hire or pay someane else to help
enforce this Agreement, and Borrower shall pay the costs and expenses of such enforcement. Costs and expenses Include Lender's
sttorneys' fees and legal expenses whether or riot there Is 8 lawsuit, Including ettorneys’ fees and legal expenses for bankruptcy
proceadings (including efforts to medify or vacate any automatic stay or injunction), appeals, and any anticipated post-judgment collection
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services, Borrower also shall pay all court costs and such additional fees ss may be directed by the court.

Caption Headings. Caption headings in this Agreement are for convenlence purposes only and are not to be used to interpret or define the
provisions of this Agreement, :

Consent to Loan Participation.. Borrower agrees and consents to Lender's sale or transfer, whether now or later, of one or more
participation- interests In the Loan to one or more purchasers, whether related or unrelated to Lender. Lender may provide, without any
limitation whatsoaver, to any one or mora purchasers, or potential purchasers, any Information -or knowledge Lender may have about
Borrower or about any other matter relating to the Loan, and Borrower hereby walves any rights to privacy Borrower may have with respect
.to such matters. Borrower additionelly walves any and all notices of sale of participation Interests, as well as all notices of any repurchase
of such participation interests. Borrower also agress that the purchasers of eny such participation Interests will be considered as the
absolute owners of such interests in the Loan and will have all the rights granted under the participation agreement ot agreements
governing the sale of such particlpation interests. Borrower further walves all rights of offset or counterclaim that it may have now or later
apalnst Lender or against any purchaser of such a participatlon interest end unconditionally agrees that either Lender 'or such purchaser may
enforce Borrower's obligation under the Loan Irrespective of the failure or Insolvency of any holder of any interest In the Loan. Borrower
further agrees that the purchaser of any such partlcipation interests may enforce its Interests Irrespective of any persdnal clalms or
defenses that Borrower may have agelnst Lender. £

Governing Law. This Agreement will be governed by federal law applicable to Lender and, to the extent not preempted by federal law, the
laws of the State of Washington without regard to its conflicts of law provisions. This Agreement has been acceptad by Lender in the
State of Washington.

Chelce of Venue. If there is a lawsult, Borrower agress upon Lender's request to submit to the jurlsdiction of the courts of Whatcom
County, State of Washington. * '

No-Walver by Lender. Lender shall not be deemed to have wealived any rights under this Agreement urless such waiver Is given In writing
and signed by Lender. No delay or omission on the part of Lender In exercising any right shall operate as a waiver of such right or any
other right. A walver by Lender of a provision of this Agréement shall not prejudice or cénstitute a walver of Lender's right otherwise to
demand strict compliance with that provision or any other provislon of this Agreement. No prior walver by Lender, nof any course of
dealing between Lender and Borrower, or between Lender and any Grantor, shall constitute a walver of any of Lender's rights or of any of
Borrower's or any Grantor's obligations as.to any future transactlons. Whenever the consent of Lender is required under this Agreement,
the granting of such consent by Lender In eny instance shall not constitute continuing consent to subsequent Instances whers such consant
is required and in all cases such consent may be granted or withheld In the sole discretion of Lender.

Notices. Subject to applicable Jaw, and except for notice required or allowed by law to be given In anather manner, any notice required to
be given under this Agreement shall be given in writing, and shall be effective when actually delivered, when actually received by
telefacsimile (unless otherwise required by law), when deposited with a natlonally ‘recognized overnight courier, 6r, If mailed, when
deposited In the United States mall, as first class, certified or registered mall postage prepald, directed to the addressas shown near tha
beginning of this Agreement. Any party may change its address for notices under this Agreement by giving formal written notlce to the
other partles, specifying that the purpose of the notioe Is to changs the party's address, For notice purposes, Borrower agrees to keep
Lender informed &t all times of Borrower’s current address. Subject to applicable law, and sxcept for notice required or allowed by law to
be given in another manner, If there Is more then one Borrower, any notice givan by Lender to any Borrower is deemed to be notlce given to
sll Borrowers. £ *

Severability. [If a court of competent jurisdiction finds any provision of this Agreement to be lliegal, invalid, or unenforceable as to any
clrcumstance, that finding shall not make the offending provision lllegal, Invalid, or unenforceable as to any other circumstance, If feasible,
the offending provision shall be considered modified so that it becomes legal, valid and enforceable. If the offending provision cannot be so
modlfled, it shall be considerad delsted from this Agreement. Unless otherwise required by law, the illegality, invalidity, or unenforceahility
of any provision of this Agreement shall not affect the legality, validity or enforceability of any other provision of this Agreement,

Subsldiaries and Affillates of Borrower. To the-extent the context of any provisions of thls Agreement makes It approprlate, Including

without limitation eny representation, warranty or covenant, the word "Borrower" as used in this Agreement shall include all of Borrower's

subsidiaries and affiliates, Notwithstanding the foregoing however, under no circumstances shall this Agreement be construed to require
" Lender to make any Loan or other financlal accommodation to any of Borrower's subsldiarles or affillates. .

Successors and Assigns. All’ covenants and agreements by or on behalf of Borrower contalned In this Agreement or any Related
Documents shall bind Borrower's successors and asslgns and shall inure to the benefit of Lender and Its successors and essigns. Borrower
shall not, however, have the right to essign Borrower's rights under this Agreement or any interest therein, without the prior written
consent of Lender. :

Survival of Representations and Warrantles, Borrower understands and agreées that in making the Loan, Lender is relylng on all

representations, warrantles, and covenants made by Borrower In this Agreement or In eny certificate or other Instrument delivered by

Borrower to Lendsr under this Agreement or the Related Documents. Borrower furthei agrees that regardless of any investigation made by

Lender, all such representations, warrantles and covenants will survive the making of the Loan and delivery to Lender of the Related

Documents, shall be continuing In nature, and shall remeln In full force and effect untll such time as Borrower's Indebtedness shall be paid

in full, or until this Agreement shall be terminated In the manner provided above, whichever s the last to occur,

Time Is of the Essence. Time is of the essence In the performance of this Agreement.

Walve Jury. Al parties to this Agreement hereby waive the right to any jury trial In any action, proceeding, or counterclaim Im:uéht by any

party against any other party.
DEFINITIONS. The following capitalized words and terms shall have the following meanings when used In this Agreement. Unless specifically
stated to the contrary, all references to dollar amounts shall mean amounts In lawful money of the United States of America. Words and terms
used In the singular shall Include the plural, and the plural shall Include the singular, as the context may require. Words and terms not otherwise
defined In this Agreement shall have the meanings sttributed to such terms In the Uniform Commercial Code. Accounting words end terms not
otherwise defined In this Agreement shall have the meanings assigned to them In accordance with generally accepted accounting principles as in
effect on the date of this Agreement:

Advance. The word "Advance” means a disbursement of Loan funds made, or to be made, to Borrower or on Borrower's behalf on a line

of credit or.muitiple advance basls under the tarms and conditions of this Agreement. :

Agreement. The word "Agreement" means thls Business Loan Agreement, as this Business Loan Agreement may be smended or modified
from time to time, together with all exhibits and schedules attached to this Business Loan Agreement from time to time. :

Borrower, The word "Borrower" meins Kaydse Gardens 9, LLC and includes all co-signers and co-makers signing the Note and all thair
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successors and assigns,

Collateral. The word "Collateral" means all property and assets granted as collateral security for a Loan, whether real or personal property,
whether granted directly or Indlrectly, whether granted now or In the future, and whether granted in the form of & security interest,
mortgage, collateral mortgage, deed of trust, essignment, pledge, crop pledge, chattel mortgage, collateral chattel mortgage, chattel trust,
factor's llen, equipment trust, conditional sale, trust receipt, llen, chargs, lien or title retention contract, lease or consignment intended &s a
security device, or any ather securlty or lien Interest whatsosver, whather created by law, contract, or othérwise,

Environmental Laws, The words "Environmental Laws" mean any and all state, federal and local statutes, regulations and ordinances

* relating to the protectlon of human health or the environment, Including without limitation the Comprehensive Environmental Respanss,
Compensation, and Llability Act of 1980, as amended, 42 U.5.C. Section 9601, et seq. ["CERCLA"), the Superfund Amendments and
Reauthorization Act of 1986, Pub, L. No. 89-489 ("SARA"), the Hazardous Mateflals Transportation Act, 49 U.S.C. Sectlon 1801, et seq.,
the Resource Conservatlon end Recovery Act, 42 U.S,C. Sectlon 6901, et seq., or other applicable stats or federal laws, rules, or
regulations adopted pursuant thereto,

Event of Default. The words "Event of Default" .mean any of tha events of default set forth in this Agreement In tha default sectlon of this
Agresment.

GAAP. The word "GAAP" means generally acceptad accounting principles.

Grantor, The word "Grantor” means sach and all of the persons or entities granting a Security Interest in any Collateral for the Loan,
Including without limitation' all Borrowers granting such a Sscéurity Interest.

Guarantor. The word "Guarantor" means any guarantor, surety, or sccommodation party of any or all of the Loan,

Guaranty. The word "Guaranty” means the guaranty from Guarantor to Lender, Including without Il;nita,tion a guaranty of all or part of the
Nota. .

Hazardous Substances. The words "Hazardous Substances” mean materials that, because of thelr quantity, concentration or physical,
chemical or Infectlous characteristics, may cause or pose a presént or potentlal hazard to human health or the environment when
Improperly used, treated, stored, disposed of, generated, manufactured, transported or otherwise handled. The words "Hazardous
Substances" are used In thelr very broadest sense and include without limitation any and all hazardous or toxic substances, materials or
waste as defined by or llsted under the Environmental Laws. The term "Hazardous Substafices” also Includes, without limitation, petroleum
and petroleum by-products or any fraction thersof and asbestos, ’ .

Indebtedness. The word "Indebtedness” means the Indebtedness’evidenced by the Note or Related Documents, including all principal and
Interest together with all other indebtedness and costs and expenses for which Borrower Is responsible under this Agreemeant or under any
of the Related Documents.

Lender. The word "Lender" means Horlzon Benk, Its successors qnd sssigns.

Loan. The word "Loan” means any and all loans and financlal eccommodations from Lender to Borrower whether now or hereafter
existing, and however evidenced, Including without. limitation those loans and financlal accommodations described herein or described on
eny exhlblt or schedule attached to this Agreement from time to time. : =,

Note. The word "Note" means the Note executed by Kaydea Gardens 9, LLC In the principal amount of $2,6569,482.26 dated November
20, 2008, together with all renewals of, extenslons of, modifications of, refinancings of, consolidations of, and substitutions for the note or
credit agreement. ' : '

Related Documents. The words "Related Documents" mean all promissory notes, credit agreements, loan agreements, environmental
-Bgreéments, guarantles, security agresments, mortgages, deeds of trust, seourity deeds, collateral mortgages, and all other Instruments,
agreements and documents, whether now or hereafter existing, executed In connection with the Loan, ’

Sscurity Agresment. The words “Security Agreement” mean end Include without limitation any agresments, promises, cn\rllanants,
arrangements, understandings or other agreements, whether created by law, contract, or otherwise, evidencing, governing, representing, or
creating a Security Interest. )
Security Interest, The words "Security Interest” mean, without limitation, any and all types of collateral security, present and future,
whether In the form of a lien, charge, encumbrance, mortgage, deed of trust, security deed, assignment, pledgse, crop pledge, chattel
mortgage, collaterel chattel mortgage, chattel trust, factor's lien, equipment trust, conditional sale, trust receipt, lien or title ratention
contract, lease or consignment Intended as a securlty device, ér any other security or lien Interest whatsoever whether created’ by law,
contract, or otherwise,
BORROWER ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS BUSINESS LOAN AGREEMENT AND BORROWER AGREES TOD
ITS TERMS. THIS BUSINESS LOAN AGREEMENT IS DATED NOVEMBER 20, 2008,

BORROWER:

KAYDEE GARDENS 8, LLC

. TP AL e R Tl 4L
fara e v g VoL, e 0 A
By: by 10 s TR, e e

% KU > = .
Lance Harvey, Member of Kaydee Gardens 8, LLC
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. LENDER:
HORIZON BANIC

By

Authorized Signer

LASER PO Landing, Ver, 5.42.00.004 Capr, Hudiad Fnancls] Selurions, lne. 1697, 3000, ASTights Maserved. « WA sl\CRWINICFILPLICAOUFT TR-3400
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'PROMISSORY NOTE e

e

Reforencos in-the boxes above are {6r Lender's use only and do not limit the applicability of this document to any particular loan or {j4
Any Itemn above contalning "**"* has been omltted due to text length limitations,

' LLC = : i 3
10326 Alrport Way Snohomish Commercial Canter
Snohomlsh, WA 98286 2211 Rimland Drive, Sulte 230

Belllngham, WA 98228
(877) 423-9742

Transfer File

I;r}'ncipal Amount; $2,569,482.25 ' ' " Date of Note: November 20, 2008

PROMISE TO PAY. Haydee Gardens 8, LLC {"Borrower") promises to pay to Horlzon Bank ("Lender"}, or erder, In lawful money of the United
States of America, the princlpal amount of Two WMilllon Five Hundred Fifty-nine Thousand Four Hundred Eighty-two & 25/100 Dollars
($2,669,482.26), together with Interest on the unpald principal balance from November 20, 2008, until pald In full,

PAYMENT. Borrower will pay this loan In accordance with the following payment schedule, which caloulates Interest on the unpald principal
balances as desoribed In the "INTEREST CALCULATION METHOD" paragraph using the Inlerest rates described In this paragraph: 15 monthly
consecutive interest payments, beginning January 15, 2008, with Interest calculated on the unpald principal balances using an interest rate of
3,000% per annum based on a year of 360 days; 19 monthly consecutive princlpal and interest payments of $10,852.29 elich, beginning April
15, 2010, with interest calculated on the unpald principal balances using an interest rate of 3.000% per annum based on a year of 360 days;
and one principal and Interest payment of $2,481,266.06 on November 16, 2011, with Interest caloulated on the unpald principal balances
using &n Interest rate of 3.000% per snhum based on & year of 360 days. This estimated final payment Is based on the assumption that all -

- payments will be made exactly as scheduled; the actual finai payment will be for all principal and accrued intergst not yet pald, together wilh

any ather unpald amounts undor this Note. Unless otherwise agreed or required by applicable law, payments will be applied first to any acorued
unpald Inferest; {hen to principal; then to any late charges;and then to any unpald collection vosts. Borrower will pay Lender at Lender's

address shown sbove or at such other place as Lender may designate in wiiting.

INTEREST CALCULATION METHOD. Interest on this Note Is computed on a 365/360 basis; that Is,, by applying the ratlo of lhe Interest rate
over @ year of 360 days, mulllplied by the outstanding princlpal balance, multiplied by the actual number of days the principal balance Is

- outstanding. All Interest payable under this Note Is computed using this method,

PREPAYMENT. Borrower may pay without penalty all or 8 portion of the amount owed earlier than it s due, Early payments will not, unloss
agreed to by.Lender in wrlling, relieve Borfower of Borrower's obligation to continue to make payments under the payment sohedule, Rather,
early payments will reduce the principal balance due and may result In Borrower's making fewer payments. Borrower agrees not to send Lender
payments marked “pald In full", "without recourse”, or simllar language. If Borrowar ssnds such a payment, Lender ‘may acoept it without
losing any of Lender's rights under this Note, and Borrowsr will romain obligaled to pay any further amount owed to Lender. All written

. communlcations concerning disputed amounts, Including any check or other payment Instrument that Indicates that the payment constitutes

"poyment In full® of.the amount owed or that is tendared with other conditlons or limitations or as (ull satlsfaction of a disputed smount must be
mailed or deliversd to: Horizon Bank, Commerclal Banking Center, 2211 Rimland Drive, Suite 230 Bellingham, WA 98226,

LATE CHARGE, Il a psyment ls 10 days or more late, Borrower will be charged 5.000% of the regularly scheduled payment ar $10.00,
whichever [ greater. :

INTEREST AFTER DEFAULT. Upon deféult, Including fallure to pay upon final maturity, the Interest rate on this Note shall be increased by
adding & 4.000 percentage polnt margin ("Defeult Rate Margin®), The Default Rate Margin shsll also apply to each succeeding interest rate
change that-would have applied hed there been no default, After maturily, or efter this Note would have matured had there been no default, the
Dsfault Rate Margin will continue-to apply to the flnal Interest rate described In this Note. If judgment Is entered In connection with thls Note,
Interest will contlnue to accrue after the date of judgment st the rate in effect et the time judgment Is entered. However, in no event will the
interest rate exceed the maximum interest rata limitatlons under opplicabla law,

DEFAULT. Each of the following shall canstitute on event of default ("Event of Default") under this Note:

Payment Default. Borrower fails to make any payment when duo under this Note,

Other Defaults. Borrower falls to comply with or to perform eny other term, obligation, covenant or condition contalned In this Nota or In
any of the related documents or to comply with or to poarform any Lerm, abligation, covonani or condition contained in sny other agreement
between Lender and Borrower.

False Statements. Any warranty, representstion or stotement made or furnished to Lender by Borcower or on Borrower's behalf under this
Note or the related documents is false or misleading In any material respect, elther now or at the time made or furnished or becomes false
or misleading at any time therealter. : .

Death or Insolvency. The dissolution of Borrower (regardioss, of whethaor oloctlon to continue Is madel), eny member withdraws from
Borrower, or any other termination of Borrower's exlstence ss & going business or the death of any member, the Insalvency of Borrawer,
the appolntment of a receiver for any part of Borrower's properly, any assignment for the benofit of creditors, any type of creditor workout,
or the commoencement of any proceeding under any bankruptcy or Insolvency laws by or against Borrower.

Creditor or Forfeiture Proceedings. Commencemant of foreclosure or forfelture proceedings, whether by judicial proceeding, seli-help,
repossession or any other method, by any creditor of Borrower or by any governmental egency against any collateral socuring the loan,
This Includes a garnishment of any of Borrower's accounts, Including deposit-accounts, with Lender. However, this Event of Default shall
not apply If there Is & good falth dispute by Borrower us to the velfdily or reasonableness of the claim which is the basls of tha creditor or
forfelture proceeding and if Borrower glves Lender wrltien notice of the creditor or forfeiture proceeding and deposits with Lender monles or
a surety bond for the credltor or [orfelture proceeding, In an amount determined by Lender, In its sole discretion, as being an adequate
resarve or bond for the dispute, )

Evenls Affdcling Guarantor, Any of the praceding svents occurs with raspact 1o any Guarantor of any of the Indabtodness or dny
Guarantor dies or becomes Incompetent, or revokes or disputes the validity of, or labillty under, any gusranty of the Indebtedness
evidenced by thig Note.

Advorse Change. A materfal adverse change occurs in Borrower's financial condition, or Londer bolioves the prospoct of payment or
performance of this Note is Impaired.

Insecurity, Londer in good fslth believes itsell insocure.
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Cura Provisions, If any default, other than a default In payment Is curable and if Borrower has not been given a notlee of a breach of the
same provision of this Note within tho preceding twelve (12) months, it may be cured If Borrower, after receiving writte notice from
Lender demanding cura of such defsult: {1] cures the default within thirty {30) days; or {2) if the cure requires more than thirty {(30)
days, immedialely Initiates steps which Lender deems in Lendor's sole diseretion to be sufficlent to cure the default and therealter

contlnues and completes all rossonable and nacnssacy steps sullislent-te-predueccomplitnceassoorras Teasonably pracucal,

LENDER'S RJGHTS. Upon defoult, Lender may declare he entire unpald princlpal balanco under thls Note and all accrued unpald Interest
Immediately dus, and then Borrower will pay that amount. i

ATTORNEYS' FEES; EXPENSES, Lender may hire or pay someone else to help collect this Nole Il Borrower does not pay. Borrower will pay
Lendor that amount, This Includes, subject to any limits under applicable law, Lender's ettorneys’ fees and Lender's lngal expenses, whether or
not there is a lawsult, Including attorneys® fees, expenses for bankrupicy proceedings (inoluding efforts to modify or vacate any automatio stay
or Injunction), and appesls. If not prohibiled by applicable law, Borrower slso will pay any tourt costs, In additfon to all other sums provided by
law,

JURY WAIVER. Lender and Borrower hereby walve the rlght to any jury trial in finy action, proceeding, or counterclalm brought by either Lender
or Borrower agalnst the other. <
GDVERNING LAW, Thls Noto will be governed by faderal law applicable to Lender and, to the oxtent not presmpted by federal law, Uie laws of
the State of Washington without regard to its conflicts of law provisfons. Thls Note has been acoepted by Lender In the State of Washington,

_CHOICE OF VENUE, If there Is a lawsult, Borrower agrees upon Lender's request to submit to the Jurlsdiction of the caurts of Whatecom County,

State of Washington. ;

RIGHT OF SETOFF, To the extent permittad by applledble law, Londer reserves a right of setoff In all Borrower's accounts with Lender [whether
checking, savings, or some other account}, This Includes all acaounts Borrower holds jointly with someone else and all accounts Borrower may
open In the future. Howaver, this does not include any IRA or Keogh acoounts, or any trust accounts for which sotoff would be prohibited by
law. Borrower authorizes Lender, ta the extent permitied by applicable law, to chorge or seloff all sums owing on the Indebtedness against any
and all such accaunts, and, at-Lender's option, to administratively freezo all such accounts to allow Lender ta pratect Lendsr's charge and setoff

sights provided In this paragraph.

COLLATERAL. Borrower acknowledges this Note Is securad by tha following collaterel doscribed In the security Instrument fisted hereln:

(A} a Construciion Dead of Trust dated July 11, 2007, to o trustee In favor of Lender on real property loceted in Shohomish County, State of
Washington, . .

{B) an Asslgnment of All Rents dated November 17, 2008, on roal property locatad In Snohomish County, State of Weshington.

PAYMENT CHANGE, The calculated Payment amount may change dua to a varlety of clroumstances or events, Including, but not llmited to; an
inoraase In interest rate resulting from a change in the Index or Borrower's defeult; the ‘date payment Is received; or, the actual numher of
calendar days remaliing In the amortizatlon of the Indebilednass. .

.COUNTERPARTS. This Agreement may be executed In a number of Identical counterparts and by each parly on & seperate counterpart. If so
exsouted, all of such counterparts shall callectlvely constitute one agreemant. .
PRIOR NOTE, This Note Is a renewal and replacement ol Promissory Note from Borrower ta Lender deted July 11, 2007 in the original amount
of $2,661,626,00. All references In the loan documents to the old Note shall he deemed to bo a reference to the new Note,
SUCCESSOR INTERESTS. The terms of this Note shall be binding upon Borrower, and upon Borrawer's helrs, personsl representatives,
suocessors and asslgns, and shall Inure to the benellt of Lender and ils successors and assigns,
GENERAL PROVISIONS. If any part af this Note cannot be enforced, this fact will not alfect the rest of the Note. Lender may delay or forgo
enforcing any of Its rights or remadies under this Note without losing them, Borrower and any other person who signs, guarentees of endorses
this Note, to the extent ellowed by law, walve presentment, demand for payment, and notlee of dishonor. Upon any change In tha terms of this
Note, and unless otherwlse expressly statod in writing, no party who slgns this Note, whether as maker, guarantor, sceommodation maker or
endorser, shall ba released from llobllity, All such partios agree that Lender may renew or extend {repeatedly end.for any length of time) this
loan or relesse any parly or guarantor or colleteral; or impalr, fall to reslize upon or porfect Lender's seourity Interest in the collateral end take
any other action deemed necessary by Lender without the consent of or notice to anyone, All such parties elso agres that Lender may modify
this loan without the consent of or notlce to anyeone olher than ths party with whem the modifieation Is madoe. The obligations under this Note

are Joint and several, ’
PRIOR TO SIGNING THIS NOTE, BORROWER READ AND UNDERSTOOD ALL THE PROVISIONS OF THIS NOTE. BORROWER AGREES TO THE
TERMS OF THE NOTE. ’

BORAOWER ACKNOWLEDGES RECEIPT OF A COMPLETED COPY OF THIS PROMISSORY NOTE.

BORROWER:

ICAYDEE GARDENS 9, LLC

By:

i
Lance Harféy\Member of Kaydee Gardons 9, LLC

7 LASEN 10 Lancien, Vit Copty Debiband Fanmclad §rhatlens, bnce 1897, 2093 A3 R Brtarved, + WA EACTRVIESTPLAUOROFG TNI128
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Raferencas In tha boxoa above oro for Lender's use only and do not lifit who opplloabiliity of this documdnt fo eny perticufer foan orjam,
Any item obava contolning ** 2" hos been duo 1o text Tength Imitations.

Borrower;  Kaydos Gerdens 8, LLG Lender; Horfzon Bank
' 10325 Almart Way ; - Snehomish Corvmercial Conter
Snohiomish, WA 38228 2211 Rimland Drivo, Sulto 230
Bollfngham, WA 98226
- {B877) 423-8742

Guarenfor: Lanco Hervoy
10326 Alrpoit Way
Snohomish, WA 98286

CONTINUING GUARANTEE OF PAYMENT AND PERFQRMANCE. For good pnd valunble consideration, Guorentor absolutaly and untonditfonelly
gusranteay full and ptmofuel payment and snafacton of the Indobrednase of Borrowsr to Landor, and e perfoimency end discharga of all
Borrower's obllgations undar tho Nota and tho Ralated Dacuments. This Is & guaranty of paymant snd performanso and npt of collsotion, aor
Lander gan enforce this Guarany against Guarantor aven Whan Lender hes not exfausted Landar’s romadioe agolnst anyona dlan cbilgated 1o
pay the Indsbtudneas or egalnat ony collsteral zocuilng the Indsbtednacs, this Guaranty or eny athar guaranty of the |ndeblodness, Guararitor
mﬂmatu any payments ta Lander or iia order, on demand, In lagal téinder of the Unfted Etates of Amurce, in same-dey funds, whhotst sat-ofl or
deduction-or counterclalm, and wil atherwisa pdrfoom Boirowor's abligations under the Nota and Ralsted Doguments, Usdar this Guoranty,
Guarantor's liobllity Is uniimited end Guerantor's oblgations ara continulng. .

" INDEBYEDNESS. The word *mdebtadness™ aa used In thls Guaranty meana all of tha princlpo] amount Jing from time to timo and st any
one of more limes, scorusd unpald Interest tharaon and &l collactian costs and lagal expensee rolatad theroto pormittod by law, attomays® (ees,
uid’ng'f:lun any and all dobts, fiobiitioa ond obligetiona of evory natura or foim, noWw exlstfg or herealter arlsing or scquired, thet Bomower
Individually or.collectively or [nterchongeably with otfior, owas or will.owa Lendar, *Indsbtednesa™ Includes, without imiislon, loang, udvancen, =
dabto, overdmft Indobtodnoss, credit card Indebtedness, feasa cbilgations, Tabllitlon end obligetions under ony Intorest rata protsction
sgreemonta of forelgn cunency exafiango sgreements of commodily prica protoction ogresmentd, other obigations, and liabiliilos of Borrower,

. and sny present oy futwe [udgmsnto ngalnst Borower, futura ndvances, loana oc Iransections that renow, exiand, modify, reilnance, consolidate
or substitute thesp dobts, I[sbilitias and cblignilons whethors voluntarily or [nvoluntanly Incurred; due or (o becomo dua by thalr terdis or
accolaratlon; ebgoknte or contingant; liguidated or upliquldotad; dotormined or undetermined; drn.?ut or Indlract; pelmary or sacondary In fotisre or
niisTng from a guarenty or sul‘arz] secured or unsecurad; foint or saveral or Joint ond sevoral; oyidenchd by & nepotiablo or non-negotiabla
Instrument o5 witing: orlginatad by Lendor or anothar or others; barred or unonforoesbls agelnst Borower for any reagen whatsosvey; for any

, tonsactons that muy ba voldeble for eny todgon {such ox Infonoy, Insenity, vilra Vires or otherwlse); and ofighotdd then reducod or
oxtingulshad and ihen efterwards Increasad or roinstatod, . :

W Londer firasontly holds one or more guoranles, ar horonfter recelves additional guaranties from Guarantor, Lander's righis undor afl guaranies
shall ba cemulative. This Guaramty ohall not [unlecs specillcaiy provided below 1o tha contrary] alfect or invalidats eny.such other guarantiay,
Guarantor's lability will bo Guaranior's sggregats llabliity under th terma of this Guaranty and ony such other unterminaled guaranties.

CONTINUNG GUARANTY. THIS IS A "CONTINUING GUARANTY" UNDER WHICH GUARANTOR AGREES TO GUARANTEE THE FULL AND
PUNCTUAL PAYMENT, PERFORMANCE AND SATISFACTION OR THE INDEBYEDNESS OF BORROWER TO LENDER, NOW EXISTING DR
HEREAFTER ARIBING OR ACQUIRED, ON AN DPEN AND CONTINUING BAEIS, ACCORDINGLY, ANY PAYMENTS MADE ON THE
INDEBTEDNESS WILL NOT DISCHARGE OR DIMINISH GUARANTOR'S OBLIGATIONS AND LIABILITY UNDER THIS GUARANTY FOR ANY
REMAINING AND SUCCEEDING. INDEBTEDNESS EVEN WHEN ALL OR PART OF THE OUTSTANDING INDEBTEDNESS MAY BE A ZERD
BALANCE FROM TIME TO TIVE, : : \

DURATION OF GUARANTY. This Guaranty will tako effoct when recelved by Londer without tha necessity of ony acceptance by Lender, or any

notics {o Guarantor or (g Borrower, and will continua In full forco until all the Indobtodnuge Incurrod of cenvacted bafora ravelpt by Lendor of

any notica of roveoation shall havy been fully and Mnally pald snd salaficd and ol of Guarantor'a othpr-obligatians undor this Guaranty shall hava

boen porformed In full, |} Guarantor elects 10 ravoke thin Guannty, Guarantor may only do 5@ In writing, Guarantor’s writton notice of

ravecetion niust ba malled to Lander, by cortifled mul, at Londer’s addrasa listed pbova or such other place as Lendar may designata In veritng.

Written ravocation of thig Guaranly will apply only to new Indabiednasa created after aciunl rcalpt by Lender of Guarenfor's witten ravoeation,

For thls purposa and without limitatlon, U term "now Indebtodness® dooo not Includo the Indebtadnasa which et 1he time of notkce of

rovocation Is contingont, unliquidsted, undatermined or not due ond which [ater Bucomes absoluty, liquidated, determined or dus, For Uds

purpoan ond without Iimitaon, “now Indobladneza™ doss not Intlude a or part of o dabtednons that fo; Incued by Bowrower prior to

tavosation; Incurred under & commitmont that becamo binding baforo revocation; yny renewals, oxtansions, substiunions, and modifmions of
" tha Indoblvdness. This Gusranty shall bind Guarantor's estate ng fo iha Indebiadnioss craatod both belore end after Guarantor's dadth or

Inzopacity, regardioss of Lendor'a actuo! notles of Guarintor’s death. Subjest 1o tha forageing, Guarintor’s executor of sdminlstrator or othor

legal roprasentative may tarminato this Gugranly In the ssme manaer In which Guarantor might have tarminatad it snd withths sama effoct.

Aelessg of any othor guarantor of termination of any othor guarsnty of tha Indobtednqss shall ot affect tha lsbilily of Guarantor undar this

Guaranty. A ravocetion Lender recalves from any onv or more Guarantors shall not affcot tha lisbiiRy of sny remuining Guorentors under this !

Guaranty. It fs anticipated that fiuctuations may oocuy In the agaragato amount of e indeblednosw covered by thls Guaranty, and Guaranlay v

specifically ncknowledgas and ngrees that redustions kn tha amount of the ladebtodnesy, aven {o zer dollara (30,00}, shall not cansttiule 8 .

termination of this Guaranly, This Quaranty Is Hndh'?'ﬂ:n Guprantor and Guarantor'a heire, succossors and assigns =g long =u any of the ,
- Indoblednoss remolne unpold and even thaugh tha Inde ess may fram Umo to Ume ks zero dolfars ($0.00],

DPUGATIONS OF MARRIED PERSONS, If | am mumled, | hereby oxprasely ograo that | om acting on behall'of my marital cammunity, thet the
Guaranty benolfts or I3 oxpaoted 1o bonefit the community, end that rocourse moy be had agalnst both my saparato proporty and community
propaity. . '

GUARANTOR'S AUTHORRZATION TQ LENDER., Guorantor autfinrizes Lendar, elther befaro or alter any revecotion hereaf, without notice or
demand and withoul Jeasening Guarantoss labflity under tils Guaronty, from (ima (o tfmoz (A) prior to revocation as sat tordfr shova, 1o moka
ona or mofe additonal escurod or unsocuiod fosna (o Borrawor (o [sasa oquipment of other goods to Borower, or otherwlas to exdend
addltional crudit ta Bosrowseéry (B) 1o lter, compramico, ronow, oxlend, acceforate, or otherwise change ona or moro dmos thie Ume for payment
or olher forms of the Indebtadness or any part of the Indebtednecs, Including Increases snd deoroasea of the rote of ktereat on the
Indebtadnass; extansions may bo rapested ond moy bo for longer than tha eriginal loan term; (€) 10 Eka und hofd gucurty for the paymant of
this G v of the indebtadnags, and oxchangs, enforco, wiive, subordinote, fail of daclds not to | and rel; any such sogutity, with
of without the substitution of naw collateral; [D) to rolaase, substiuto, agros not 1o sua, of desl with eny one of moro uf Bormuwat'a surotiay,

WAFED-HAR 000284
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ondotuers, or other guerantora on eny terma of in eny manner Londor may choose; (E) to detennina how, when end what opplication of
paymanta and credita shall ba made on the Indabtadness; (F to pply such sacurity and direct tha arder or manner of sala thereof, lcluding
Without EmHation, any nnn]'LIrdlelel s6lo pormittod by tho forma of tha controlling security agreemant or deod of trust, as Lendar [n ita discratlon
may dotorming; {G) fo sell, ransfer, eesign or grant partclpotions In oll o7 any part of the [ndeblednuss; snd [H) to asskyn of tronsfer this
Guaranty In whole of In part,

GUARANTOR'S REPRESENTATIONS AND WARRANYIES. Guarentor ropresonts and warama to Lender yhat (A) no reprosentstionn or

enrasments of any kind hava besn msda to Guarsntor which would limit or qualify In any way the terma of thls Guaranty; (8) 1hs Guemnty is
oxacutsd st Borrowor's requact and not 2t tha roquast of Landar; [C} Guorantor has full power, right end suthority to enter inta this Guaranty;
(D) tha provislons of this Guaranty do not coniliot with or result In o default under any egreamant or otfier natrument binding upon Guarentor
ond do nut rosult In & viofation of any faw, repulation, court dearae or erder spplizabla 1o Guarantor; [E) Guarsntor hus ot and wil not, without
tha prior writton consont of Lendesr, so¥, lesge, sosign, encumbor, ocals, Vransfer, or atharwite disposa of all or gubstantiolly all of

- Guaréntor'a assets, or eny interest thereln; (F] upon Lendet's requast, Guarantor will provide to Lender financtal and cradit tnfosmation [n form

scgoplobla 1o Lendor, end all such finonzs) informaton which wmnﬂr has besn, and &l future financlal informetion which will ba provided ta
Londsr [ and wlil bo trua end oomoct kv all matorfal roopests ond fa drr fuannt Gusrantor's financlal condition e oF the detes the Faenclal
Information Is provided; (B) no Tal ad chenga hee occurred [n Guarnntoir’s finenclal conditfon sinee the dste of the most racont
(inenclal stetomanta pravided to Landor and no event haa cccurrsd which moy matorlally adversely affoct Guaranto's financlal condiilary (H)
na Itigotion, clalm, lvestigation, edministrativa procooding or clmilar gclion (Including those for vnpald.texes) egelnst Guarantos ls pending or
theestanad; (I} Lendey has meda o repragentation 1o Guerantor os to the croditwurthinexa of Botrower; end {J) Guarantor has ostabiished
‘wdoquale means of obtalnlng from Bomower on a continulng baols infurmetion regarding Bomrower's finantial condition, Guarantor agrens 1o
keep adoquately [nfoimed from such means of any factu, ovents, or clrewmstances which mlglzl In any way offsot Qusrantor's itk under thin
Guarsnty, and Guarentor fusthor ogreos that, sbsent a requesl for information, Lender shall have no cbligstion to diecloea to Guarsntor eny
irformation o documants aoquired by Lender In the course ol fis relationship with Barrowor. :

" GUARANTOR'S FRYANCIAL STATEMENTS, Guarantor agjous, to fumlsh Lander with tha lollowlog:

Tax Retumn. As goon oa avallsbls, but n no ovent later than thirly (30) days after tha upplicable filing date for the tax reposting perfod
* anded, Fodoral and other governmantal 1ax relums, prepared by a tex professional sofisfoctory to Lendar, . .
Additional Requkemants. Gusrantor 1o pravide personel financial statemsnts, proparcd by Guerantor, dua onnually with 1a¥ relums.
Fumlsh such additlonal Information ond statemants, 8s Londor may request from fimo 1o Ume. All financlal roporta required fo ba provided
undor this Guaranty shwll bs submlited on Lender'a forms, or ethorwise ba n form end substance accoptablo to end aw required by Landar,
Al financlal raporta roquired to be provided undor this Guaranty shall ba. prepared In accordance with GAAP, sppliad on a oonslstont bacds, and
cortiilsd by Guarsntor aw belng trua and commct.
GUARANYOR'S WAIVERS, Excopt o prohibitad by epplicabls lsw, Guarantor wolves any right ta roquima Lender {A) o contlnua fending

monay or to extend other crodit to Borower; [B] 1o moke any prasantment, protast, domend, of notico. of any kind, Insludng notlce of eny
nonpayment of tha Indebtedness of of eny nonpaymant relofad to any collatorol, or notlgo of eny action or nonsotion on tha part of Bomower,

Landar, any sursty, endorser, or othor guarentor In connaction with the Indehtadnass or In connootion with the crastlon of naw or edditional -

foans or obligations; [C) t resort for payment of to proaoad dimoily or &t onco ngelnot eny person, Inoluding Bomower or sny othor quBITor;

{D} to procead directly agalnst or sxfaust any collatoral held by Landor from Borrower, any other guarantor, of any ather parson; (E} to pursua

:.:1"? aﬂﬁu remedy within Londer’s power; of (F] to commit any act or omisslon of any kind, or Bt any ime, with respect ta uny matter
alsvaver.

Guarantor also walves any ond oll ffahta or defanses based op suretyehip or Impairmont of colaterel lnnh.ndTnu..hul not Mmited to, w rights or *
‘onm

dafanses arsing by ramzon of - (A 2ny “oho acHon® or 'nnﬂ-dnﬁnluncr" law or any other lew which may pravent Lender from biinglog any
estlon, lncluding a clalm for deficoncy, sgeinst Guarontor, bafora o after Lendor's commencement or complation of eny foraclesure cction,
qlther judicinlly or by oxerclse of 8 power of salo; (B] uny election of remadies by Lander wiich destroya or otherwisa adversoly -offecta
Guamnnlor's subrogation rights or Guarantor's rights 1o proceed ageinst Bamower for rofmbursement, Including without Umitstion, eny loss of
rights Guaranior may sulfor by neazon of any law imiting, qualifying, or discharging the Indabtednoss; [C) any disability or othier defonse of
Borfower, of any othar guarantor, or of any other pereon, or by reason of tha coxuation of Borrowas®s Hability from ony cause whotscovar, other

- than payment [n full In legal tandar, of U Indebtedness; (D) any right ta claim discherga of the [ndobtedness on tha basts of unjustlilod

Impafmant of any collateral for tha Indutiednose; (E] ony stotuto of Iimitetions, if at any timo ony action of sult brought by Lander agelnst
Guarantor fs commenced, thera Is outstanding Indabtotnans whizh Is not barred by sny applicable statita of fmitotons; of (] any defonges
glvan to guacaniora ot law of [n exqulty other than actual psyment end performanco of tha Indabtedness. If payment Is made by Bomower,
whathor voluntarly or otherwlse, or by any third party, on the Indebtednesa end thereafter Lander [ forcad to romit tha smount of that peyment
fo Borrawer's trustes n bankruptey or to any similor porson under any federal or stolo bankruptoy law or Taw for tho rallal of debters, the
Indabtadnass ghall be consldered unpald fur the purposo of tha anforcement of thiz Guaranty.

Guarantor fusther wolves ond agross not ta assert or clafm at any time any doductions to the amount guaransed undor this Guaranty for any
clelm of sotolf, counterolalm, countor domend, rocoupment or similar right, whothor such elalm, domaend or dght muy bo assorted by the
Botrower, the Guamntor, or both,

BUARANTOR'S UNDERSTANDING WITH RESPECT TO WAIVERS, Guorsnlor warants and egrees thst esch of the walvera sot forth ohova [a
meda with Guarantos"s full knowledga of Hs significanco and consaquencen end that, under tha clicumstancas, tho walvore ara rossonsdio and
not contrary to'publio polloy of law, [IF eny such walver ls determined {o ba contrary to eny apploabla law or publio policy, such waiver shall ba
slfective only 1o the extant pérmitted by law or pubBo policy.

RIQHT OF BETOFF, To tha extant permitted by applicable jaw, Lendar rosorves a sight of satoff In oll Guorantor'a sccounts with Lander

({whathor checking, sevings, or soms othar agcount), This includes oll occounts Guamntor holda Jointfy with someond wlae end ell nccounta
Guaranior rmrLopan In the futurs, However, th'o dooo not Include any IRA or Ksogh accounts, or eny trust accounta for which sotoff would bo
profilbied by low. Guarantor suthorfzes Londer, 1o the extent pormitted by applicable law, 10 hold these funds If there Ia & dofault, and Lendor
may spply the funds in these accounts ta pay what Guarantor owes undar the terma of this Guaranty,

SUBORDINATION OF BORROWER'S DEBTS TD GUARANTOR, Guarantor aprees thet the Indebiednoss, whather now axisting or hermoftor
craatsd, shisll ba guperlor to any olalm thet Guarantor may now hava or heraalter soquire egalnst Bomowsr, whethar or not Bomowor becomos
Insotvent. Quarantor harebry uxpronsly subordinaten sny clalin Guarantor may huve eguinet Bomowor, upon sny account whatoever, 1o any
claim that Lendar may now or hareaiter havo againet Borrowor, In tho ovant of inaclvency and consequant liquidation of the aseols of Borrower,
through bankruptoy, Iz on sasignment for the banefit of creditors, by voluntary liquidation, or otharwise, tha sssets of Borrower epplicabie (o
tha payment of tho clalma of both Lendor and Guerentor shall be pald to Lender end shell bo first applied by Londer to the Indabtadnosa.
Guarenlor does harsby assign fo Lendor ofl clalma whish it may have or uvire egalnst Borrower or ngeinst any essignoe or trustse In
banknuptcy of Borrowar; providsd owaver, thot such saslgnmont shall bo effective only for the putpose of asauring ta Londer full payment In

i
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lagel tondar of the Indebtadneso, If Lendar so roquosts, any notes of orsdit pgroomants now or hereafiar ovidencing any debls or obligatons of
Homower {p Guerantor ghall b markod with a legend that tha same are subject to this Guarenty and ehall ba dativared 1o Londer. Guarantor
eqrang, ard Londer fs horoby authorlmd, in the namo of Guarantor, ftom tima to Uma o {fo financing statemanta and ontinuallon atatements
H:n :onmu decumente ond to teke cuch other getiong 32 Londor deama y or cpproprloto fo parfact, prasorva end enfors ita ghts
undar franty, .

MISCELLANEOUS PROVISIONS. The following miszollansous provisions sra a part of thia Guaranty:

Amsndments. Thls Gusrenty, tegethor with any Ralated Documents, constitirtas tho onilre uwda'rarmdhg end agraemant of tha portlos og
to the matters sot forth In thls Guaranty. No sHoration of or amendmunt to this Guaranty shall bo dffactive unlaso given In wiiting and
signoid by the party or parlies sought ta ba chaiged or bound by tha glteratien oy amendmont.

Attomsye’ Fens; Expaniues, Guarontor ograce to pay upon demand all of Londer'a costs and pxpenses, including Lepdor's stiomoys® fooa
wud Landor's lagal expanses, ingymed In connaction with the enforcomant of this Guananty, Landar mey hire or pay somaono elso 10 hofp
enforca thls Guaranty, end Gueramor shall poy the cosls and expensen of such onfarcement, Coxls and expensea jnglude Londor's
attomoyn® fess end Jagal oxponson whethos or not thom is a lawsult, Incuding attoreyn® fees snd lagal oxponses for benkruptoy
procewdings (including efforts to modify of vacsta eny sutomatio stay or Injuncton), appoals, and any enticipatad post{udgment collectlon
services. Guarantor plso shall pay all court costs snd such oddhlonal feus as may be diracted by tha court.

~ Caplion Haadings. Caption haadings in this Guaranty ara for gonvenlenca purposus; only and oro not 1o be used {o Interpret of dofina the
= ptovislona of this Guaranty.

Govaring Luw. This Quaranty will bo govemed by fedarel liw appReabls o Lander and, 1o the extant not praemptad by fedsral law, the

Lawrs of tha Blale of Washlaglon wilhgut regard to [l confifoln of Eaw provisions.

Choles of Venue. If thera Ia a lawsult, Guarantor agrook Upon Lendor's request to submit ta the jurediction of the courts of Whatcom
County, Stats of Washington,

Imegration. Guarsnior further agreds thet Guarantor haa rexd and fully undarstands tha (erma of this Guarsnty; Guarantor hag kad the
opportunity to be advized by Guarantor's stfornay with respact to this Guaranty; the Guarsnty fully relfects Guerantor's Intentions end parel
evidence [ not required to | tha terma of thia Guurlm]r. Guarantor freby | s and hokds Lendor harmioes from ol logaos,
clafime, damsges, and coate g Londar’s attomoya® feas] suHored of Incurred by Londer as a result of any breach by Guarantos of the
wairentas, rsprasantations and agrasmants of this paregraph. .

Intepretallon, In il cases whoro tharo [a more than one Botrower or Quarsntor, thon all words ysed In this Gueranty In the elngular shal) '

B doomed 1o have bssn usad in tha plursl whoro the context and eanstruction so ruqulre; and whero there Is more then one Brerrowor
namod n thls Guaranty or when \hs Guoranty In executed by-moro than one Guorentor, tha words "Bomower® wod “Guaranici™
respantivaly ghell maen all and eny ono or more of them, The wards “Guarantar,” *Boriowar,” and "Landar™ includo the helm, succexsors,
aswlgno, and transforees ol pech of them, If a court {inds that any provision of this Guoranty is not valid or should not be. enforeod, that
fact by Itsolf will not maan that the reet of thie Guorsnty Wil not bo vaid or enforced. ThoriTore, o court-will enforga tho rest of the
pravisiona'of (his Guaranty even if 8 provision of this Gmm; may ba found to bo Invelld or unenforssable. If any ona or more of
Borrowor or Guarentor ere corporations, partnesships, liméted fabilty companlug, or similar emitles, it I3 ot necesaary for Lender ta Inqulrs
Into the powers of Borrower or Guarantor or of tha officars, director, partners, managors, or ather agents acting or purponlng ta ack on
glelr behalf, and eny Indobtadness mada or creatod In rellance upon tho profosssd exerciea of such powera ahiall be guasantssd under this
unrenly. H . '

.Notlees. Subfact to opplicekla law, end oxoept for notica requited or affowod by law to ba glven In snother manner, any notica reguired to
bo plven undér thiy Guasranty shell bo ghvon In wiiting, end, oxcept for revocation noticas by Guarantor, shol ba offective whan actually
deliverad, whan ootually resstved by taloTaosimila {unlese: sthorwlaa roquirad by law}, whan deposited with a netfanally rocognlzed ovemight
courlor, or, I malled, when depasited In tha Unlted Btatas mall, aw Hret clasy, cenllied or reglsterad mall postago plopald, dirctod to tho
oddreacas shown nesr tha beglnping of thls Guarenty. All mvocation noticas by Guarantor shall ba In wiiling nd sha¥ ba effestive vpan
dolivery to Londar as provided i tho saction of this Guerenty entitied *DURATION OF GUARANTY.” Any party may chango ite sddrens for
notfces undor ths Guaranty by giving formal wiitten notfca to tho other partios, s uﬂwn%that the purpose of tho natce Iz to changs tha
perty'a addrass, For notlc purposas, Guorontor 8groqa 1o keep Londor Infoimad at all timos of Guarantor's current addrass, Subfect to
applicobla law, and excopt for nolice raquind or allownd by lmw to ba ghven In another mannat, if there s mora than one Guarantor, any
notics givan by Lander to any Guarantor Is desmed to b notice glven to el Guarantors.

No Wakver by Lender. Londer shall not be deemed to havo walved any righta undor this Gupranly unleas such walyvor Is givan In wiiting and.

signed by Lander, No dalay of omigslon on tha part of Landor In exarlslng sny right shall uperate 8s n walver of auch right or eny other
right, A wsiver by Londar of a provisian of this Guaranty ehiall not profudica or constituta a walver of Londer's right othorwlos to damand
atrizt compllanca with that provirfon or any othor provicfon of this Guaranty. No prior waiver by Lender, ner any coursa of dealing batwesn
Londor ond Guarantor, shal] conotituto a walver of eny of Landor’a rights or of ony of Guorantor's obligations as to eny future vensoctions.
Whenaver tha consent of Landsr Is required undor this Guaranty, tha grantng of such conoent by Lander [n eny stance shall not constiuta
continulng consent to subsequent Instancas where such consont s roquired and i oll caxes such consent may bo granted or withheld In
tho sofa dizcration of Lendar, :
Sucoesiora ond Assigas. Subjeot to any Emitstions etated In thia Guaranty on transfor of Guarontor's intorost, this Guarsaty shall bo
binding upon end knure tu tha banolic of the partles, thelr successore and sosigns, )
Walva Jury, Londer snd Guarsntor hersby walve the right W any Jury tlol kv any ectlon, proceeding, or countecclalm brought by either
Leader or Guarntor sgalnst the ather.
DEFINITIONS, Tha following capitalized words and tarms shall hava the followlng meanings when usad In this Guarenty. Unfoas specifically
stated to tha contrary, ol refarencos ta dollar amounts ohall mean amounta In lwiul money of the United Status of Amorica, Words ond terms
usod In tho singular shall Incfude tha plural, and the plurel shall Incuide the singular, as the context may roquire, Wards and terms not olharwlao
dofined In s Guaranty shall have the meanings sitrbuted to such terms in the Unlform Commeraial Cade: ,
Horrowar. The word "Bomower™ menns Kaydea Gardons 8, LLC and Includes ol co-sfgnemns ond co-makars £lgnlng the Note snd all their
successors and caakgne.
GAAP. Tha word "GAAP* moons gorarally acoopled accounting principles. :
Guorantor. Tha word *Guarantor moone overyona slgning this Guaranty, fncluding without limiation Lanco Hatvay, ond In each caza, oy
olgner's successors and asslgns.
Guaranly, Tho word *Guaranty" means this guaranty from Guarontor to Londor.
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Indebtednass. Tha word *Indebtednoss™ moana Borrowsr's indebtednona to Londor a3 more partlcularly doseribod In this Guarantys
Londar. The word *Londer” moans Hatfzon Bank, Its successors end assigns.

Nole. Tho word "Note™ moans and Includes without IImitatlon a1l of Borrows('s promlesory notde end/or credit cgreoments wrdémlnq
Hofrowés"s loen obligatlons In favor of Lendar, togothor with pll renowals of, extensions of, moditicotlona of, reflnenclngs of, consolidationa
of pnd subsilfutions for promissory noles of cradit sgraemonts, '

Related Dacuments, The words "Relatod Documents® muan all promissory notes, eradit sgrasments; foin sgrosmenie, onvironmantal
agraements, gueranties, securlty sgrmaments, morgages, desds of trust, sosurily deeils, collaters) mortgages, and a8 other Instrumants,
agroements snid documents, whatlier now or horesitar sxisting, executad in conngetfon with'fhwe Indobtednean,

EAGH UMDERSIENED GUARANTOR ACKNDWLEDGES HAVING READ ALL THE PROVISIONS OF THIS GUARANTY AND AGHFES TO ITS
TERMSG. IN ADDITION, EACH GUARANTOR UNDEASTANDS THAT THIS GUARANTY 13 EFFECTIVE UPON GUARANYOR'S EXECUTION AND
DELIVERY OF THIS GUARANTY TO LENDER AND THAT THE GUARANTY WILL CONTINUE UNTIL TERMIHATEL IN THE MARNER SETY FORTH
IN ‘THE SECTION TITLED "DURATION OF QUARANTY", NO FORMAL ACCEPTANCE BY LENDER IS NECESSARY YO MAKE THIS GUARANTY
EFFECTIVE, THI3 GUARANTY 1S DATED NOVEMBER 20, 2008, '

AUARANTOR:
X .
“Tonow Harvay
“, u.\nmt-n.;v..mam Cope. Haiod (am e Ealier b 11T, 2058, A Wb 1) P, + WA SACHABENAPOLIOIT Thiaan
1
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200811210193

ELECTRONICALLY RECORDED

. . 200811210193 7
e 11/21/2008 11:27 AM | 48.00
__RETURN ADDRESS: SNOHOMISH COUNTY, WASHINGTON

" Hosfzon Bank
%'Dncumen!aﬁoﬂ Dept -
A

o ..-" 12211, mmnu Dr, Ste 230

"' BeHlngham WA 53223

i ol

ASSIGNMENT OF RENTS

-,

Reference # [if appﬂpab’ie} Dﬂ?ﬁ?MQGQB{CMLGZBQ Additional on page
Grantor(s):

..........

Grantee(s) "‘" "-:“': i .
7 -~ : ot

1. Horizon Bank e

Legal Description: A PORTION GFF THE NE QUARTER OF 19-28-5
A o " Additional on page
Assessor's Tax Parcel ID#: 280519:901-022-00 .

"Grantor”) and Horizon Bank, whose mailmg -address’ ia 2211 Rimland Drive, Suite 230,

Bellingham, WA 98226 {referred to below as "Lender” l. r } j

Said dooument(s}maré filad for remrd hy Paclfic
N.W. Thle as accdmmedatign-bniy. It as not
been examined as to propar ex&cuﬂan«pr astolits
effect upon title,
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; ASSIGNMENT OF RENTS
i (Cpntinued) % Page 2

ASS!GNM ENJ'.,E.or valuable consideration, Grantor hereby assigns, grants a continuing security
interest in.: “and conveys.-'ta Lender all of Grantor's right, title, and interest in and to the Rents
from t‘he fnﬂ'&wmg a‘.&s_nribed Prnpertv located in Snohomish County, State of Washington:

Sae Exhi‘Ent ",A" whith. @ sttached to this Assignment and made a part of this Assignment
as H‘fully set furth hgragin.

The Properw of’ |ts arddress is commonly known as 1201 Bruskrud Rd, Everett, WA 98208,
The Property tax’fdenﬁﬁcptlen pumber is 280519-001-022-00,

THIS ASSIGNMENT. S—‘GIVEN TO $ECUFIE (1) PAYMENT OF THE INDEBTEDNESS AND (2) PERFORMANCE OF ANY
AND ALL OBLIGATI NS-‘OF GHhNtDR UNDER THE NOTE, THIS ASSIGNMENT, AND THE RELATED DOCUMENTS.
THIS ASSIGNMENT IS G]VEN AND ACCEPTED o ’T}IE FOLLOWING TERMS:

PAYMENT AND PEHFORMANCE. ,Except a5 mb"brw:sa provided in this Assignment or any Related Documents, Grantor
shall pay to Lender all amounts. Securéd by.thls Assignment as they become due, and shall strictly perform all of
Grantor's obligations under this A;slgnmant. Ynless and until Lender exerclises its right to collect the Rents as provided
below and so long as there is no default undér this*Assignment, Grantor may remain in possession and control of and
operate and manage the Propel‘t?. amt collect,tha-Benfs, provided that the granting of the right to collect the Rents shall
not constitute Lender's consent tg thp' use of cashocnllataral in al bankruptcy proceeding.

GRANTOR'S REPRESENTATIONS AN’D WARBANTIES:’Gantar wgrrants that:

ey

Ownership. Grantor Is entitled 10 “feceive, Afie Bents fred "and cleer of all rights, loans, liens, encumbrances, and
claims except as disclosed to and acaentéd blf'l.andar'fn writing.

Right to Assign. Grantor has the full r{ght, quer and authnrlty L entar Into this Assignment and to assign and
convay the Rents to Lender. ., *

No Prior Assignment. * Grantor has not praviously asmgri'ad or wnveyad the Rents to any other person by any
instrument now In force. _,-' i i

No Further Transfer, Grantor will not sell, assigr;” encumbar, or. otherwb#e dispose of any of Grantor's rights in tha
Rents except as provided in this Assngnment. Y - o

LENDER'S RIGHT TO RECEIVE AND COLLECT RENTS. Lander shall. haye the right at any time, and even though no
default shall have occurred under this Assignment, to colleét.and n&cald'e the Rents. For this purpose, Lender is hereby
given and granted the following rights, powers and authority: _.' ;
Notice to Tenants., Lender may send notices to any anﬂ all.” tenanfs of the Property advising them of this
Assignment and directing all Rents to be paid directly to Lender of.Lender' sdgent.

Enter the Property. Lender may enter upon and take pussesslm‘l of ;h&*Pmparty, demand collect and recelve from
the tenants or from any other persons liable therefor, all of the Rents;- Instltuta-and garry on all legel proceedings
necessary for the protection of the Property, including such prupeadwgs ns‘ may be necessary to recover
possession of the Property; collect the Rents and remove any tenant er teaants or o:har persons from the Property.

Maintain the Property. Lender may enter upon the.Property to. ma:ntain the Prgpeny and keap the same In repair;
to pay the costs thereof and of all services of all employees, including their. eqliprdtient, and of all continuing costs
and expenses of maintaining the Property In proper repair and condition, and alsb to pay aII takes, assessments and
water utilities, and the premiums on fire and other insurance effected by Lendbr on -‘lha P-rﬁpsrty

Compliance with Laws, Lender may do any and all things to execute and cumplv wlth the |BWS-‘ of the State of
Washington and also sll other laws, rules, orders, ordinances and requirements a‘f aII gther gnvernm’nmal sgencies
affecting the Property, b5 ey

Lease the Property. Lender may rent or lease the whole or any part of the Property fur su_:;h tel;n"r or te;ms and on

such conditlons as Lender may deem appropriate. 3 EC 3

Employ Agents. Lender may engage such agent or agents as Lender may deem apprdprlate, Bithm’ In Le‘nder s
name or in Grantor's name, to rent and manage the Property, including the collection and akpﬂcat{m of Hﬂ:ﬂs

Other Acts. Lender may do all such other things and acts with respect to the Property as Len;.le’r mhv daam—_
appropriate and may act exclusively and solely In the place and stead of Grantor and to have a|l.of 1113 powers. of =

Grantor for the purposes stated above. _.- P

No Requirement to Act. Lender shall not be required to do any of the foregoing acts or things, and thl: tan that d
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ndqr__ahnfl'-pave performed one or more of the foregoing acts or things shall not require Lender to do any other
s specific act or thing.

APPL‘QMI&N QF RENTS. AJl costs and expenses incurred by Lender in connection with the Property shall be for
Gr,gnior's acgeln and Lepder may pay such costs and expenses from the Rents. Lender, in its sole discretion, shall
detérrlne-the application of‘any. and all Rents recelved by it; however, any such Rents received by Lender which are
not applied.to such-zests™and expenses shall be applied ta the Indebtedness. All expenditures made by Lender under
this Asslgnment~and ‘not reimbursed from the Rents shall become a part of the Indebtedness secured by this
Assignmént-tind shall'be paya_ﬁla‘-p’n'dqmand, with interest at the Note rate from date of expenditure until paid.

FULL PERFDQMANCE,,--ﬁ\G'[_arﬁ'u[‘n;yé' all of the Indebtedness when due and otherwise performs all the obligations
imposed uporrGrantof under this Assignment, the Note, and the Related Documents, Lender shall execute and deliver to
Grantor a suitable’ satisfaction.of this Assignment and suitable statements of termination of any financing statement on
file evidencing Lenddr's sgcirity-interast In the Rents and the Property. Any termination fee required by law shall be
paid by Grantor, if permitted by applicabls law,

it

LENDER'S EXPENDITURES. If.any agtion:or procgeding is commenced that would materially effect Lender's interest in
the Property or if Grantof fails to corfiplyWith ady ptovision of this Assignment or any Related Dacuments, Including but
not limited to Grantor's fallure 10"dlschbrgg-o?.p'§y_.w en due any amounts Grantor is required to discharge or pay under
thls Assignment or any Rblated Dpcuments, Lénder on Grantor's behalf may (but shall not be obligated to) take any
action thet Lender deems appropriate, incitiding but not limited to discharging or paying all taxes, liens, security
interests, encumbrances and othef claims, at efy fime levied or placed on the Rents or the Property and paying all costs
for insuring, malntaining and presesving.-the Qrgperty.  All such expenditures Incurred or paid by Lender for such
purposes will then bear interest at'the‘rate Uﬁ‘ﬂ?ed uni_’ar the Note from the date incurred or paid by Lender to the date
of repayment by Grantor. All such éxpepses.will’become a,part, of the Indebtadness and, at Lender's option, will (A)
be payable oh demand; (B) be addéd to -tha"balar_n:se' of.the Not& and be apportioned among end be payable with any
installment payments to become due ‘during elther,.{1) the”term of any applicable insurance policy; or {2) the
remalning term of the Note; or (C)} bé treatéd.aé a balldon payment which will be due and payable at the Note's
maturity, The Assignment also will securépayment of.thase amounts. Such right shall be In addition to all other rights
and remedies to which Lender may be entitled upgp‘Dafaurt. i

DEFAULT, Each of the following, at Lender's dfition, shall cun‘s_r,iﬂﬁa an Ev%njt of Default under this Assignment:
Payment Default. Grantor falls to make any paymanl_:.wﬁen dga-tﬁi_er the Indebtedness.

Other Defaults. Grantor falls to comply with g to pﬁl’f&;‘ﬂl am" cthg!: term, obligation, covenant or condition
contained in this Assignment or in any of the &elateﬂ.'[}uc_:um'ents'm‘ to comply with or to perform any term,
obligation, covenant or condition contained in any dther aghéement between Lender and Grantor.

Default on Other Payments. Failure of Grantor withl'ﬁ'-th_e,ﬂm‘f&qﬂlﬁ&’ﬁ?._thfs Assignment to make any payment
for taxes or Insurance, or any other payment necessary to prevent ﬁl_ip.g.oJ orto effect discharge of any lien.

False Statements. Any warranty, representation or stataq{snt,fﬁada_.ﬁr ﬁ_.i'rnishsd to Lender by Grantor or on
Grantor's behalf under this Assignment or the Related Docemenity. is false.'or misleading in any material respect,
either now or at the time made or furnished or becomes false*pr mlsleaqip'g; Bt-any time thereafter.

Defective Collateralization. This Assignment or any of the Re[atE&"DBEuFﬁam; .£gases,to be in full force and effect
{including failure of any collateral document to create a valid and perfgtted securify interest or lien) at any time and
for any reason. i F i

Death or Insolvency. The dissolution of Grantor's (regardless of Whether “glectionto, epntinue is made), any
+ member withdraws from the limited liability company, or any other termination p#-Grantpr's existence as a going
business or the death of any member, the insolvency of Grantor, the appointrnent of"a recelyer for any part of
Grantor's property, any assignment for the benefit of creditors, any ftype of eréditor:workout, or the
commencement of any proceeding under any bankruptcy or insolvency laws by or dgaifist Grantor,-,

Creditor or Forfeiture Proceedings. Commencement of foreclosure or forfeltur'q'?ﬁmcgpd'ings',"whgﬂ_‘_@r by judicial
proceeding, self-help, repossession or any other method, by any creditor of Grantag or by,.aily governmantal agency
against the Rents or any property securing the Indebtedness. This includes a garnishment-of any of Grantor's
accounts, Including deposit accounts, with Lender, However, this Event of Dafaui’t_sh,all"nqt--iipplv ithere is a
good faith disputa by Grantor as to the validity or reasonableness of the claim which is-Yhe brasis of -the credjtor or
forfelture proceeding and if Grantor glves Lender written notice of the creditor or forfaiturg procesding énd deposits
with Lender monies or a surety bond for the creditor or forfeiture proceeding, In an umnuhr{,de‘ta{mmad I':.wl'_ender.
in its sole discretion, as being an adequate reserve or bond for the dispute, -

Property Damage or Loss. The Property is lost, stolen, substantially damaged, sold, or bnrrum;éq Bgi'i'ué't': '

i et

Events Affecting Guarantor. Any of the preceding events occurs with respect to any Guarantos’ of - @n) 'b‘[..tlhe i
Indebtedness or any Guarantor dies or becomes Incompetent, or revokes or disputes the validit{‘_ of}, or* liabllity.”
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e ‘underﬁ any Guarantv of the Indebtedness.

_:‘ Atlurerss Chdnge. A.material adverse change occurs in Grantors financial condition, or Lender believes the

!. aroa_pact offpa;.rn}a-nt or pgrfurrnanca of the Indebtedness s impaired.
Insecu,r.ltv J.‘ender i guad‘ faith believes Itself Insecure.

Cure ?rﬁ'.rlslons-., Warw"defa’ldt other then a default in payment is curable and if Grantor has not been given a
notjc@ of a.breach of the > same;, provislon of this Assignment within the preceding twelve (12] months, it may be
cured (f- Granturs ‘after reaar\ml‘b “written notice from Lender demanding cure of such default: (1) cures the default
withiiy thirty- {30) daw.i,.or lZJ it -the cure requires mora than thirty (30) days, immediately initiates steps which
Lender deems i “Lender’s s‘ule “discretion to be sufficient to cure the default and theresfter continues and
cnmpleta& a|l. feasopab'is and-‘nacessan,r steps sufficlent to produce compliance as soon as reasonably practical.

RIGHTS AND FIEMI{;DIES ON- DEE&ULT, Upon the occurrence of any Event of Default and at any time thereafter, Lender

may exercise any one or tnoré of the 1ol1pwmg rights and remedies, In addition 1o any other rights or remedies provided
bylaw: v S e ~

Accelerate Indebled’ness Lend’eJ 5hall haaté the right at its option without notice to Grantor ta declare the entire
Indebtedness rmme&nataly—dua and’ pa:{éhlés including any prepayment penalty that Grantor would be required to
pay. R S

Collect Rents. Lender shall hhve thd l'ithv..Wllhcut notice to Grantor, to take possession of the Proparty and
collect the Rents, including’ amoun‘ln past dusgnd unpaid, and apply the net proceeds, over and above Lender's
costs, against the Indebtedngss. In"furiheranca’nf this right, Lender shall have all the rights provided for in the
Lender's Right 1o Receive and (;El'hac: Rahzg Sectan, aboye. If the Rents are collected by Lender, then Grantor
irrevocably designates Lender s Grantdus auor;-t'ey-nq.-féct to endorse instruments received in payment thereof In
the name of Granteor and 1o neghﬂate the sama and cnl!ecj;‘the proceeds. Payments by tenants or other users to
Lender in response to Lender's dama‘nd shail satl‘.r.fy the~ u'bllgsiluns for which the payments are mads, whether or
not any proper grounds for the demand- 'sx:stad Lant!ar may exercise its rights under this subparagraph either in
person, by agent, or through a receivef., .* -

Appoint Receiver. Lender shall have the '!iph‘t to have a receiver appﬁmted to take possession of all or any part of
the Property, with the power to protect and preserve thp-l-"rupartv. to*pperate the Property preceding or pending
foreclosure or sale, and to collect the Rents from the E’rbpartv and- .applv“the proceeds, over and above the cost of
the receivership, against the Indebtedness. The redsiver mdy serve wlthout bond if permitted by law. Lender's
right to the appointment of a receiver shall exis{ whethel' or not'the qpparent value of the Praperty exceeds the

Indebtedness by a substential amount. Ernploymgnt Bv,z,l,gndm shall not disqualify a person from serving as a
recelver.

"

Other Remedies. Lender shall have all other rights anﬁwmed}es pruwded- m this Assignment or the Note or by
law, it ]

. 1

Election of Remedies. Election by Lender to pursue any remédy sharl nat exclude pursuit of any other remedy, and
an election to make expenditures or to take action to perforn} an ‘obligation.df Grantor under this Assignment, after

Grantor's failure to perform, shall not affect Lender's right to dec!ara a defgult' and" 'axarclse its remedies.

Attorneys' Fees; Expenses. If Lender institutes any suit or actlon 10 Qn?urce,.aw of tha terms of this Assignment,
Lender shall be entitled to recover such sum as the court may adj leha reasona_hla ak attorneys' fees at trlal and
upon any appeal, Whether or not any court action is Involved, and 1o the ene.at net prohibited by law, all
reasonable expenses Lender incurs that In Lender's opinion are ne(‘}assar\r a1 .any tlrrle for the protection of its
interest or the enforcement of its rights shall become a part of the lndeb:aclness p able an'demand and shall bear
interest at the Note rate from the date of the expenditure until repaid. Expensas Covered by 1hi§ paragraph include,
without limitation, however subject to any limits under applicable law, Lsndg_r 5 nt;;ﬁrneys’“ feesxand Lender's legal
expenses, whether or not there Is a lawsuit, including attorneys' fees and expenses-for bankfuptcy proceedings
(including efforts to modify or vacate any automatic stay or injunction), appeals,.apd any arf{ncipdted past-Judgment
collection services, the cost of searching records, obtaining title reports {lncludii\g forec! ogurra reporits], surveyors'
reports, and appraisal fees, title insurance, and fees for the Trustee, to the extant’ Dann'[tted. bv Bppin:ab!a law.
Grantor also will pay any court costs, in addition to all other sums provided by law. ‘:' &
COUNTERPARTS. This Agreement may be executed In 8 number of identical counterpams” and bv each parf'g on a
separate counterpart. |f so executed, all of such counterparts shall collectively constitute one &rg:eement .‘ !

MISCELLANEOUS PROVISIONS. The following miscellaneous provisions are a part of this Asslg’nment' _.-‘l

Amendments. This Asslgnment, together with any Related Documents, constitutes tha ant:}a und.erstahdlng and'_
agreement of the parties as to the matters set forth In this Assignment. .No alteration of or*artiendment fothis
Assignment shall be effective unless given In writing and signed by the party or parties sought to.-ba ghafy,ac!. or ¢

bound by the alteration or amendment.

. C-40 7
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‘' '_ 'Captlon Heaﬂmgs. Caption headings in this Assignment are for convenience purpases only and are not to be used
:.‘ to, .-nhrp,rat or define the provisions of this Assignment.

éovgrnmg Law. .Tﬁls A;sfgnment will be governed by fadetal law applicable to Lender and, to the extent not
preamptqd by !ederal .law} the laws of the State of Washington without regard to its conilicts of law provisions.
-‘I]}iaAsslgnmenl ha‘i be&'n am::eptud by Lender In the State of Washington.

Choice’ of Vanue. i Ihare is a,lawsuit, Grantor agrees upon Lender's request to submit to the jurisdiction of the
coerts uf Whatcojh Cuunjw State of Washingtan,

Merghr. Thara sha}l b& -no mgrger of the interest or estate created by this assignment with any other interest or
estate in. !he Propérty at an\?-ﬂm! held by or for the benefit of Lender in any capacity, without the written consent
of Lender, S

lnterpretatiun. AT In- all .zeses- where there is more than one Borrower or Grantor, then all words used in this
Asslgnmant in.the,sih tar shall ba‘deemed to have been used in the plural where the context and construction so
require. (2) If mnrs an ane* p_arsu-n signs this Assignment as "Grantor,” the obligations of each Grantor are joint
and several. This means that ff Lepder brifigs & lawsuit, Lender may sue any one or more of the Grantors, If
Borrower and Grantpr are nvt the. sdme, person,, ~Lender need not sue Borrower first, and that Borrower need not be
joined in any lawsuit. (3)" “The namés giVen to paragraphs or sectlons in this Assignment are for convenience
purposes only. They are-not. t& bp—ﬂsed {o'interpret or define the provisions of this Assignment.

No Walver by Lender. Lendef shall fiot be"déemed to have waived any rights under this Assignment unless such
walver Is given in writing a‘nd signed by Le‘nuer = No delay or omission on the part of Lender in exercising any right
shall operate as a waiver oF\suclv right or, .any mher right. A walver by Lender of a provision of this Assignment
shall not prejudice or constitufe a wajve?-vuf Lgnder's.- tight otherwise to demand strict compllance with that
provision or any other provislon ‘of his, ﬁ\éslgrlmem No prior: waiver by Lender, nor any course of dealing between
Lender and Grantor, shell constitUte 2 Walver of any of Lerider's rights or of any of Grantor's obligations as to any
future transactions. Whenever the: cunsent of Lender “Is required under this Assignment, the granting of such
consent by Lender in any Instance $héll not consthute continuing consent to subsequent instances where such
consent is required and in all cases such cunsqnt ‘may be gfanh!d o wl‘thheld in the sole discretion of Lender.

Notices. Subject to appllcabla faw, ana' ‘axcapt for notil;e ‘required *or gllowed by law to be given in another
" manner, any notice required to be given under thls A;signmen_t.-shall b.a given in writing, and shall be effective
when actually delivered, when sctually recelved by telefaus:mllp l!uriless otherwise requirad by law}, when
deposited with a nationally recognized overnight Pcrurler. Qr; i mmlad v\!_hen deposited in the United States mail, as
first class, certified or registered mail postage prapaid, directed- Yo the,dddresses shown near the beginning of this
Assignment. Any party may change its address for, notices’ Under thls Assignment by giving formal written notice
to the other parties, specifying that the purpose 6;‘ the nmice ig,.ta.ghange the party's address. For notice
purposes, Grantor agrees to keep Lender informed at all-times’ of Grantor’ §.current address. Subject to applicable
law, and except for notice required or allowed by law to be, givar; ire- ﬁ.nctlfer manner, if there is more than one
Grantor, any notice given by Lender to any Grantor is deemed to he nut:oe gu.’en to all Grantars.

1
Powers of Attorney. The varlous agencies and powers of altarnélﬁ mnwzveh on Lender under this Assignment are
granted for purposes of security and may not be revoked by Gran!or un_lll' ;ur!h tiitre, as the same are renounced by
Lender.

2 o

Severability. If a court of competent Jurisdiction finds any prows:ou‘ of this Assign;hent 1o be illegal, invalid, or
unenforceable &s to any circumstance, that finding shall not male the offerrding prpvision illegal, invalid, or
unenforceable as to any other circumstance, |f feasible, the o!fendlng prov‘rglon shall‘ba .considered moditied so
that it becomes legal, valid and enforceabls. [f the offending prnﬂs!an gannot’ be s modified, it shall be
consldered deleted from this Assignment. Unless otherwise required by.faw, tha illegality, invalidity, or
unenforceability of any provision of this Assignment shall not affect the }egalitv. valid:p,- or &;furcaabsl[ty of any
other provision of this Assignment. LI o

.t

Successors and Assigns. Subject to any limitations stated in this Asslgnment on' ‘h‘ansfertn'! Gramor.s interest, this
Assignment shall be binding upon and Inure to the benefit of the parties, thgir sl.rcpessurs and"gssigns. |f
ownership of the Property becomes vested in a person other than Grantor, Lender; without noﬁt:‘é to Gl‘.antm, may
deal with Grantor's successors with reference to this Assignment and the Indebtedrigss hy-Wwaybf forBearance or
extenslon without releasing Grantor from the obligations of this Assignment or liability um:l'zr tHe Indab,tedness

Time Is of the Essence. Time is of the essence in the perforrnanca of this Ass!gnmsnt. \ _:" o !

" |.

counterclaim brought by any party aga!nst any other party.

Waiver of Homestead Exemption, Grantor hereby releases and waives all rights and banefﬂs of tha hnmast&ad 3
exemptlon laws of the State of Washington as to all Indebtedness secured by this Assignment. £ N

=
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ﬁEFINFT[ONB “The following capitalized words and terms shall have the following meanings when used in this

4 Assignfnént. ' Unlpss speciflcally stated to the contrary, all references to dollar amounts shall mean amounts in lawful
rioney of thé United, States-of America. Words and terms used in the singular shall include the plural, and the plural
shall inolatle thp- sitigalar, as the context may require. Words and terms not otherwise defined in this Assignment shall
hinve tha mgamngs attribmad 1¢ such terms in the Uniferm Commercial Code:

Asslgmn‘ent. The. wo:d"Asal’g.nmant" means this ASSIGNMENT OF RENTS, as this ASSIGNMENT OF RENTS may
be amunded or mddii:ed fmm t?;ma to time, together with all exhibits and schedules attached to this ASSIGNMENT
OF HENTS fromﬂme 10 trme‘. L,

Borrowerq,-The wurd"'-Borr@wa: means Kaydee Gardens 9, LLC.
Default. ‘{ha. ward "Default"-'maans the Default set forth in this Assignment In the section titled "Default".

" Event of Duiauit. Thu. -\nor.ds- "Event of Default" mean any of the events of default set forth in this Assignment in
the default ser:tmrl,a‘f thrs Asslgnmh;lt.

Grantor. The word -Grantor mpana'KavdeeBa:densS LLC.

Guarantor. The wbrd "Gugran'tor meaﬁ& ar})l guarantor, surety, or accommodation party of any or all of the.

| Indebtedness. '-.\ ,.
' Guaranty. The word "thafanzp maans tha guaranty from Guarantor to Lender, including without limitation a
guaranty of all or part of thp Note. . et

| Indebtedness. The word "h,debtadmaas “means, all princlpal, interest, and other smuunts. costs and expenses
' payable under the Note or Relafed Ducum_gnts, together with all renewals of, extenslons of, modifications of,
consolidations of and substitutidns f57 the Note gf He!ﬁtéd Documents and any smounts expended or advanced by
Lender to discharge Grantor's o'h!Igalwﬁs or eﬁpepséa |nc,uried by Lender to enforce Grantor's obligations under
I this Assignment, together with Inter'e'st on, ,nl:lch ah‘munts #s provided in this Assignment.

Lender. The word "Lender” means H'urizqn Banit. s ‘successors and assigns.

I Note. The word "Note" means the prnmls,snry note dated Novarbber 20, 2008, in the original principal
amount of $2,559,482.25 from™Grantor to Lendet, together with all renewals of, extensions of,
modifications of, refinancings of, consolldations of, and pubsﬂml}ut;s for qhe promissory note or agreement,

Property. The word "Property” means all of G;ahtcrs rig'ht, tl:ﬂa ar\d intarest in and to all the Property as
described in the "Assignment" section of this Assmnmapt e

Related Documents. The words "Related Docuq\ams “miean all” pmmissory notes, credit agreements, loan
agreements, environmental agreements, guaranties;. security, ﬂgreaments. mortgages, deeds of trust, security
deeds, collateral mortgsges, and all other mstrumanisr-agraar;nents and "documents, whether now or heresfter

existing, executed in connection with the Indebtedness. e, 1 :

Rents. The word "Rents" means all of Grantor's present arf'd 1uture r{ght-.;. ditle and interest in, to and under any
and all present and future lsases, Including, without limitation, all rents, revenue, income, issues, royalties,
bonuses, accounts recelvable, cash or security deposits, advance renta.ls,i - profits and proceeds from the Property,
and other payments and benefits derived or to be derived from ‘SueM Teades of every %ind and nature, whether due
now or later, including without limitation Grantor's right to enforce sus'h Ieas€s aﬁd 10: receive and collect payment
and procseds thereunder. t :

PERSONALLY BUT AS AN AUTHORIZED SIGNER, HAS CAUSED THIS ASSIGNMEN’T TU BE SIG‘NED AND EXECUTED
ON BEHALF OF GRANTOR ON NOVEMBER 20, 2008.

GRANTOR: A

KAYDEE GARDENS ¢, LLC

THE UNDERSIGNED. ACKNOWLEDGES:HAVINGREAD -ALL THE PnuwsmruS“hF—Tms ASSIGNMENWAN:HNOT&“
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Notary Public in and for the State of }0%'
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ment onbehatf 6f the limited liability company,

Residing at __ S’mﬁngé { Ed

My commlssion expires #'37'/ 2

-

. before me, the undersigned
Notary Public, pérsonally appedred Lance Harvey, Member of Kaydee Gardens 9, LLC, and personally known to me or
proved to me on th& basig of sefisfaciery evidence to be a member or designated agent of the limited liability company
that executed the ASSIGNMENT OF RENTS and acknowledged the Assignment to be the free and voluntary act and
dsed of the limited liability cnmp‘ény‘,i by duthorlty_of statute, its articles of organization or its operating agreement, for
the uses and purposes t“nerein' mentioned, and.on oath stated that he or she is authorized to execute this Assignment
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Exhibit K

11-20-2008 Kaydee Disbursement Request



DISBURSEMIENT REQUEST AND AUTHORIZATION

; 1081 3 0000028921 D
References in the boxes above are for Lender's use only and do not limit the applicability of this document to any particular loan or item,
Any item above containing "***" has been omitted due to text length limitations.

Borrower:  Kaydee Gardens 9, LLC Lender: Horizon Bank
10325 Airport Way J Snohomish Commercial Center
Snohomish, WA 98296 2211 Rimland Drive, Suite 230

Bellingham, WA 98226
(877) 423-9742

LOAN TYPE. This is a Fixed Rate (3.000% initial rate) Nondisclosable Loan to a Limited Liability Company for $2,559,482.25 due on November
15, 2011.

- PRIMARY PURPOSE OF LOAN. The primary purpose of this loan is for:
[ Personal, Family, or Household Purposes or Personal Investment.

Business (Including Real Estate Investment).

FLOOD INSURANCE. The property that will secure the loan is not located in an area that has been identified by the Director of the Federal
Emergency Management Agency as an area having special flood hazards. Therefore, although flood insurance may be available for the property,
no special flood hazard insurance protecting property not located in an area having special flood hazards is required by law for this loan at this
time.

DISBURSEMENT INSTRUCTIONS. Borrower understands that no loan proceeds will be disbursed until all of Lender's conditions for making the
loan have been satisfied. Please disburse the loan proceeds of $2,669,482.25 as follows:

Other Disbursements: $2,559,482.25
$2,659,482.25 Current principal balance

Note Principal: $2,65669,482.25

CHARGES PAID IN CASH. Borrower has paid or will pay in cash as agreed the following charges:

Prepaid Finance Charges Paid in Cash: $0.00

Other Charges Paid in Cash: ' $3,850.00
$3,850.00 Appraisal Fee to: McCaulay & Assoc.

Total Charges Paid in Cash: $3,850.00

DOCUMENT PREPARATION. In connection with this Loan, Lender has selected, prepared, drafted or completed certain instruments or
documents which will affect Borrower's legal rights. Lender has done this solely for its own benefit and to protect its own interest in the
transaction. BORROWER HAS BEEN ADVISED BY LENDER THAT BORROWER SHOULD CONSULT WITH BORROWER'S OWN LEGAL COUNSEL

TO PROTECT BORROWER'S INTERESTS AND TO ANSWER ANY QUESTIONS BORROWER MAY HAVE ABOUT THE INSTRUMENTS,

DOCUMENTS OR THE TRANSACTION.

AGENCY APPOINTMENT AGREEMENT. The Borrower and Guarantors, if any, hereby agree to be solely liable for payment of third party
services. Further, Borrower has made arrangements with Horizon Bank (Lender) to obtain, assume or otherwise qualify for.a loan. Borrower
may have given Lender an application deposit for any expenses incurred during the processing of the loan. These expenses may include, but are
not limited to, the cost of: appraisals, environmental assessments, title insurance reports, construction inspections, tax review services, credit
reports, and flood determinations. Borrower will receive credit for the deposit at the time the loan is funded. If the loan request is withdrawn or
denied by Lender, the Borrower and Guarantors, if any, agree to be responsible for all expenses incurred by Lender in processing the loan
documentation. If the actual expenses are more than the deposit, Borrower agrees to pay the difference to Lender within thirty (30) days of
receipt of the billing statement. If the actual expenses are less than the deposit, Lender agrees to refund the difference to Borrower.

Borrower hereby appoints Lender to act as agent in obtaining items furnished by third parties and acknowledges that Lender, in obtaining such
items and rendering payments for said items, acts solely as the Borrower's agent for payment purposes only to third party providers, and
assumes no contractual liability for payment of these expenses which are the Borrower's sole responsibility

COUNTERPARTS. This Agreement may be executed in a number of identical counterparts and by each party on a separate counterpart. If so
executed, all of such counterparts shall collectively constitute one agreement.

FINANCIAL CONDITION. BY SIGNING THIS AUTHORIZATION, BORROWER REPRESENTS AND WARRANTS TO LENDER THAT THE
INFORMATION PROVIDED ABOVE IS TRUE AND CORRECT AND THAT THERE HAS BEEN NO MATERIAL ADVERSE CHANGE IN BORROWER'S
FINANCIAL CONDITION AS DISCLOSED IN BORROWER'S MOST RECENT FINANCIAL STATEMENT TO LENDER. THIS AUTHORIZATION IS
DATED NOVEMBER 20, 2008.
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DISBURSEVMENT REQUEST AND AUTHORIZATION

Loan No: 6000002892 (Continued) Page 2

BORROWER:

KAYDEE GARDENS 9, LLC

ance Harvey, Member of Kaydee Gardens 8,
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