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Jeff R. Sykes, ISB #5058

Richard L. Stacey, [SB #6800

McCONNELL WAGNER SYKES & STACEY PLLC
755 West Front Street, Suite 200

Boise, Idaho 83702

Telephone: 208.489.0100

Facsimile: 208.489.0110
svkes@mwsslawvers.com

stacev/@mwsslawyers.com

Attorneys For Valiant Idaho, LLC

IN THE DISTRICT COURT OF THE FIRST JUDICIAL DISTRICT
OF THE STATE OF IDAHO, IN AND FOR THE COUNTY OF BONNER

GENESIS GOLF BUILDERS, INC., ‘ Case No. CV-09-1810

formerly known as
NATIONAL GOLF BUILDERS, INC,,

a Nevada corporation,

; AFFIDAVIT OF
Plaintiff, CHARLES W. REEVES
vs.
PEND OREILLE BONNER Honorable Barbara A. Buchanan

DEVELOPMENT, LLC, !
a Nevada limited liability company; ef al.. |

Defendants.

AND RELATED COUNTER, CROSS
AND THIRD PARTY ACTIONS
PREVIOUSLY FILED HEREIN.
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VALIANT IDAHO, LLC,
an Idaho limited liability company,

Third Party Plaintiff, |
VS.

PEND OREILLE BONNER DEVELOPMENT
HOLDINGS, INC., a Nevada corporation;
BARK, INC,, a California corporation;
TIMBERLINE INVESTMENTS LLC,

an Idaho limited liability company;

AMY KORENGUT, a married woman,;

HLT REAL ESTATE, LLC,

an Idaho limited liability company;
INDEPENDENT MORTGAGE LTD. CO,,

an Idaho limited liability company; ‘
PANHANDLE MANAGEMENT |
INCORPORATED, an Idaho corporation; :
FREDERICK J. GRANT, an individual;
CHRISTINE GRANT, an individual;
RUSS CAPITAL GROUP, LLC,

an Arizona limited liability company;
MOUNTAIN WEST BANK, a division of
GLACIER BANK, a Montana corporation;
FIRST AMERICAN TITLE COMPANY,
a California corporation;

NETTA SOURCE LLC,

a Missouri limited liability company;
MONTAHENO INVESTMENTS, LLC,

a Nevada limited liability company;
CHARLES W. REEVES and

ANN B. REEVES, husband and wife; 5
and C. E. KRAMER CRANE & ;
CONTRACTING, INC., an Idaho corporation,

Third Party Defendants.
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STATE OF IDAHO )
) ss.
COUNTY OF BONNER )

I, Charles W. Reeves, being first duly sworn, depose and state as follows:

1. I am the president of Pend Oreille Bonner Development Holdings, Inc.
(“POBDH”), which is a managing member of Pend Oreille Bonner Development, LLC
(“POBD”). I make this affidavit based on my own personal knowledge and, if called as a
witness, I could and would competently testify as to the truth of the matters set forth herein.

2. As the president of POBDH, which is a managing member of POBD, I have
personal knowledge and familiarity with the loan agreements that were entered into between
POBD and R.E. Loans, LLC (“RE Loans”), the amounts RE Loans loaned to POBD pursuant t©
said loan agreements, and the amounts POBD still owes to RE Loans to repay said leans. As
president of POBDH, 1 was responsible to negotiate and execute loan documents on behalf of
POBD, to authorize all amounts POBD borrowed from RE Loans, and to authorize all loan
payments POBD made to RE Loans in repayment of its loans. Because of these responsibilities,
I have personal knowledge of the amounts POBD borrowed from RE Loans and the amount of
these loans that POBD has not repaid. I also have personal knowledge of the invoices and
reports that RE Loans’ loan servicing agent sent to POBD, and I have personally compiled and
maintained, or I have supervised employees of POBD who compiled and maintained, these
records on behalf of POBD.

3 Attached hereto as Exhibit A is a true and correct copy of the Promissory Note
Secured by Mortzage (“2006 RE Loans Note™) that [ executed on behalf of POBD.

4. Attached hereto as Exhibit B is a true and correct copy of the Mortgage,

Assignment of Rents, Security Agreement, and Fixture Filing (2006 RE Loans Mortgage”) that
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[ executed on behalf of POBD. The 2006 RE Loans Mortgage was recorded June 19, 2006 at
1:38 p.m., as Instrument Nos. 706471 and 706472, Records of Bonner County, Idaho.

5. Artached hereto as Exhibit C is a true and correct copy of a second Promissory
Note Secured by Mortgage (“2007 RE Loans Note”) that I executed on behalf of POBD.

6. Attached hereto as Exhibit D is a true and correct copy of a second Mortgage,
Assignment of Rents, Security Agreement, and Fixture Filing (*2007 RE Loans Mortgage”)
that [ executed on behalf of POBD. The 2007 RE Loans Mortgage was recorded March 15,
2007, at4:30 p.m. as Instrument No. 724829 and at 4:36 p.m. as Instrument No. 724834,
Records of Bonner County, Idaho.

7. Attached hereto as Exhibit E is a true and correct copy of a Loan Transaction
Detai! Report that POBD received from RE Loans’ loan servicing agent, Bar K, Inc. (“Bar K).
The Transaction Detail Report accurately identifies all amounts POBD borrowed from RE Loans
pursuant to the 2007 RE Loans Note and all payments POBD made to RE Loans to repay said
Nots. The amounts borrowed by POBD are listed as “DRAW A” through “DRAW J,” and the
payments POBD made to RE Loans are listed as “PAYDOWNS.”

8. As set forth on Exhibit E, POBD received advances and/or draws from RE Loans
totaling $21,200,000.00 pursuant to the 2007 RE Loans Note. The last payment POBD made to
RE Loans was on November 23, 2009 in the amount of $358,598.59. After said payment, the
balance owed to RE Loans is $278,147.65. POBD has not made any payments to RE Loans
since November 23, 2009.

9. The Loan Transaction Detail Report attached hereto as ExhibitE is a business
record that was sent to, received and maintained by POBD in the ordinary course of its business

as the borrower and developer of the Idaho Club project. Bar K sent all invoices and received all
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payments from POBD related to the RE Loans loan. I have personal knowledge of the Loan
Transaction Detail Reports that were received by POBD and it was part of my role as the
managing member for POBD to ensure that said Loan Transaction Detail Reports were kept and
maintained by POBD in the ordinary course of its business. The transactions identified on the
Loan Transaction Detail Report accurately reflect the amounts POBD borrowed from RE Loans
pursuant to the 2007 RE Loans Note and the amounts POBD repaid to RE Loans.

10.  POBD still owes Valiant the unpaid principal balance of $278,147.65 on the 2007
RE Loans Note. Moreover, interest has accrued and will continue to accrue against these
amounts in accordance with the terms of the 2007 RE Loans Note until paid.

11. As the president of POBDH, which is a managing member of POBD, I also have
personal knowledge and familiarity with a loan agreement that was entered into between POBD
and Pensco Trust Co., Custedian For The Benefit of Barney Ng (“Pensco™), the amounts Pensco
loaned to POBD pursuant to said loan agreement, and the amounts POBD still owes to Pensco to
repay said loan. As president of POBDH, 1 was responsible to negotiate and execute loan
documents cn behalf of POBD, to authorize all amounts POBD borrowed from Pensco, and to
authorize all payments POBD made to Pensco in repayment of its loan. Because of these
responsibilities, I have personal knowledge of the amounts POBD borrowed from Pensco and the
amounts that POBD has not repaid. [ also have personal knowledge of the invoices and reports
that Pensco’s servicing agent sent to POBD and 1 have personally compiled and maintained, or I
have supervised employees of POBD who compiled and maintained, these records on behalf of
POBD.

12 Attached hereto as Exhibit F is a true and correct copy of the Promissory Note

Secured by Mortgage (“Pensco Note”) that I executed on behalf of POBD.
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13. POBD borrowed $2,700,000.00 from Pensco pursuant to the Pensco Note.

14.  Attached hereto as Exhibit G is a true and correct copy of the Mortgage,
Assignment of Rents, Security Agreement, and Fixture Filing (“Pensco Mortgage™) that [
executed on behalf of POBD. The Pensco Mortgage was recorded on August 6, 2008 at 1:38
p.n., as Instrument Nos. 756394, 756395 and 756396, Records of Bonner County, Idaho.

15.  Attached hereto as Exhibit H is a true and correct copy of an invoice that POBD
received from Pensco's loan servicing agent, Bar K. This invoice accurately identifies the
principal amounts POBD borrowed from Pensco and accrued interest thereon through August [,
2009. The amounts borrowed from Pensco and the monthly interest amounts accruing thercon
are listed under the column entitled “P0106.” The invoice attached hereto as Exhibit H also has
certain handwritten notes written on it. Someone wrote “Pensco” in cursive above the monthly
interest amounts that had accrued on the Pensco loan thru the date of this invoice. This column
accurately shows that POBD owed Pensco a balance of $2,700,000.00 as of August 1, 2006,
POBD has not made any payments to Pensco to repay this loan.

16. POBD still owes Valiant the unpaid principal balance of $2,700,000.00 on the
Pensco Note. Moreover, interest has accrued and will continue to accrue against these amounts
in accordance with the terms of the Pensco Note until paid.

17. As the president of POBDH, which is a managing member of POBD, I also have
personai knowledge and familiarity with a loan agreement that was entered into between POBD
and Mortgage Fund "08 LLC (*MFO08"), the amounts MFO08 loaned to POBD pursuant to said
loan agreement, and the amounts POBD still owes to MFO8 to repay said loan. As president
of POBDH, I was responsible to negotiate and execute loan documents on behalf of POBD,

to authorize all amounts POBD borrowed from MF08, and to authorize all loan payments
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POBD made to MF08 in repayment of its loan. Because of these responsibilities [ have personal
knowledge of the amounts POBD borrowed from MFO08 and the amounts that POBD has not
repaid. I also have personal knowledge of the invoices and reports that MF08’s servicing agent
sent to POBD and I have personally compiled and maintained, or I have supervised employees of
POBD who compiled and maintained, these records on behalf of POBD.

18.  Attached hereto as Exhibit I is a true and correct copy of the All-Inclusive Note
Secured by Mortgage (“MF08 Note”) that I executed on behalf of POBD.

19. POBD borrowed $2,127,409.34 from MFO08 pursuant to the MF08 Note.

20. Attached hereto as Exhibit J is a true and correct copy of the Mortgage,
Assignment of Rents, Security Agreement, and Fixture Filing (*MF08 Mortgage”) that I
executed on behalf of POBD. The MF08 Mortgage was recorded August 6, 2008 at 3:37 p.m.,
as Instrument Nos. 756397, 756398 and 756399, Records of Bonner County, Idahe.

21. Attached hereto as Exhibit H is a true and correct copy of an invoice that POBD
received from MFO8’s loan servicing agent., Bar K. This invoice accurately identifies the
amounts POBD borrowed from MFO08, all payments POBD made to MF08 in repayment of these
amounts, and accrued interest thereon thrcugh August 1,2009. The amounts borrowed from
MFO08 and the monthly interest amounts accruing thereon are listed under the columrn entitled
“P0107.” Someone wrote “MFO8” above the monthly interest amounts that had accrued on the
MFO08 loan through the date of this invoice. This column accurately shows that POBD owed
MFO08 a balance of $2,127,409.34 as of August 1, 2009. POBD has not made any payments to
MF08 to repay this loan since February 1, 2009.

22. The invoice attached hereto as Exhibit H is a business record that was sent 1o,

received and maintained by POBD in the ordinary course of its business as the borrower and
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developer of the Idaho Club project. Bar K sent all invoices to POBD and received all payments
from POBD related to the MF08 and Pensco loans. I have personal knowledge of the invoices
that were received by POBD and it was part of my role as the managing member for POBD to
ensure that said invoices were kept and maintained by POBD in the ordinary course of
its business. The transactions identified on the invoice accurately reflect the amounts POBD
borrowed from Pensco and MF08, and the unpaid balances POBD owes to Pensco and MF08 on
their respective loans.

23. POBD still owes Valiant the unpaid principal balance of $2,127,409.34 on the
MFO08 Note. Moreover, interest has accrued and will continue to accrue against these amounts in

accordance with the terms of the MF08 Note until paid.

A~ ; .
DATED this / ?~ dayof NMeve~b&7 o1y

LT P

CHARLES W. REEVES

SUBSCRIBED AND SWORN to before me this _f{i%day of

Y A . /\
: LORI FRAZER ' é . ara s
2\ Notary Pupiic - State of Nevada </ 5’}/(.‘ j Feta \,f; ~
e/ Appcintment Recorded i Washoe County . , 7
No: 07-4406-2 - Expirss July 10, 215 \IO'.D}R? P IC‘,‘ State of Névada
esiding at: Ly , Nevada
T
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My Commission Expires: ‘) ~/( -} %5
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CERTIFICATE OF SERVICE

I HEREBY CERTIFY that on the 16® day of January 2015, a true and correct copy of
the foregoing document was served by the method indicated below upon the following parties:

Bruce A. Anderson, Esqg. [ ¥] U.S.Mail
Elsaesser Jarzabek Anderson Elliott & [ ] Hand Delivered
MacDonald, Chtd [ ] Facsimile
320 East Neider Avenue, Suite 102 [ 1 Overnight Mail
Coeur d’ Alene, Idaho 83815 [ 1 Electronic Mail

Telephone: 208.667.2900
Facsimile: 208.667.2150
Counsel For Jacobson, Lazar and Sage Holdings

brucea@ejame.com

Brent C. Featherston, Esq. [ ¥Y1 U.S.Mail
Featherston Law Firm, Chtd [ ] Hand Delivered
113 South Second Avenue [ ] Facsimile
Sandpoint, Idaho 83864 [ 1 Overnight Mail
Telephone: 208.263.6866 [ ] Electronic Mail

Facsimile: 208.263.0400
Counsel For Pensco/Mortgage Fund

befi@ featherstonlaw.com

Gary A. Finney, Esq. [ v] U.S.Mail
Finney Finney & Finney, P.A. [ ] Hand Delivered
120 East Lake Street, Suite 317 [ ] Facsimile
Sandpoint, Idaho 83864 [ ] Ovemight Mail
Telephone: 208.263.7712 [ 1 Electronic Mail

Facsimile: 208.263.8211
Counsel For J V., LLC

carviinnevia finneylaw.net

John A. Finney, Esq. [ v] U.S.Mail
Finney Finney & Finney, P.A. [ ] Hand Delivered
120 East Lake Street, Suite 317 [ ] Facsimile
Sandpoint, Idaho 83864 [ 1 Overnight Mail
Telephone: 208.263.7712 [ 1 Electronic Mail

Facsimile: 208.263.8211
Counsel For Pucci Construction/ACI Northwest

johnfinney@finnevlaw.net

D. Toby McLaughlin, Esq. [ ¥ U.S.Mail
Berl & McLaughlin [ ] Hand Delivered
414 Church Street, Suite 203 [ ] Facsimile
Sandpoint, Idaho 83864 [ ] Overnight Mail
Telephone: 208.263.4748 [ ] Electronic Mail

Facsimile: 208.263.7557
Counsel For Idaho Club HOA/Panhandle Mngmnt

tobv@sandpointlaw.com
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Susan P. Weeks, Esq.

James, Vernon & Weeks, PA

1626 Lincoln Way

Coeur d’Alene, Idaho 83814

Telephone: 208.667.0683

Facsimile: 208.664.1684

Counsel For VP Incorporated/North Idaho Resorts

[ v] U.S. Mail
[ ] Hand Delivered
[ ] Facsimile
[ ] Overnight Mail
[ ] Electronic Mail

sweeks@jvwlaw.net

With two copies via United States Mail to:

Honorable Barbara A. Buchanan
Judge of the First Judicial District

Bonner County Courthouse
215 South First Avenue
Sandpoint, Idaho 83864
=~ , T
. '/:&‘A" P 3 /‘_Z/M
Jeff R /Sykes >
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' Loan No. P009%4
NOTE SECURED BY MORTGAGE

$20,500,000.00 May 31, 2006

Ininstallments as herein stated, for value received, the undersigned, jointly and severally, promise to
pay to RE. LOANS, LLC, a Califoruia limited liability company, or order (“Lender”), at 201
Lafayette Circle, 2nd Floor, Lafayette CA 94549, or such other place as may be designated by Lender
in writing, the principal sum of TWENTY MILLION FIVE HUNDRED THOUSAND
DOLLARS AND NO/100 CENTS ($20,500,000.00), plus interest on the unpaid principal balance
outstanding from time to time. On the first day of each calendar month during the term of this Note,
the undersigned shall pay Lender a MONTHLY INSTALLMENT payment of interest equal to the
interest which accrued during the preceding calendar month on the principal balance of this Note
outstanding during such preceding calendar month. On the MATURITY DATE all unpaid principal
and any accrued interest or other charges shall be due and payable in full.

The interest rate to be charged by Lender for the term of this Note shall be TWELVE per cent (12%)
per annum, predicated upon a 360 day year.

This Note is for a term of twenty-four (24) full calendar months (plus the first partial month, if any)
following the date of recordation of the deed of trust or mortgage securing this Note. The
“MATURITY DATE” of this Note is the last day of the temm.

The “MONTHLY INSTALLMENT"” payment for the term of this Note shall be an amount equal to
interest only on the funded and outstanding principal balance of this Note from time tc time.

LOAN FEE: The undersigned agrees to pay to BAR K, INC. a fee of $355,000.00 at the time this
loan originally funds, plus potentially an additional fee of $570,000.00 in accordance with the
provisions of the Loan Agreement between the parties. This $355,000.00 fee shall be deducted from
the proceeds of the loan at the time of funding by Lender, and paid by Lender directly to BARK,
INC. These fees will not be credited as payments towards principal, interest, or other amounts due

under this Note.

BALLOON PAYMENT: This Note is payable in full on the MATURITY DATE. The payments
required under this Note ars not sufficient in amount to reduce the principal to zero on the
MATURITY DATE, therefore, on the MATURITY DATE there will be a balloon payment equal to
the unpaid principal plus all accrued and unpaid interest and other charges. THE UNDERSIGNED
ACKNOWLEDGES AND AGREES THAT LENDER IS NOT OBLIGATED TO REFINANCE
THE LOAN EVIDENCED BY THIS NOTE.

PREPAYMENT: This Note may be prepaid in whole or in part at any time and from time to time
without premium or penalty.

LATE CHARGE: If any sum, except a balloon payment, due hereunder is delinquent more than 10

NOTE #P0094 (5-31-06) Page 1 of 4
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) days, the undersigned shall pay a late charge on each such sum of 10% of the delinquent amount. If
any balloon payment (defined as a payment which is more than double the regular MONTHLY
INSTALLMENT) is delinquent more than 10 days, then for each month that the balloon payment
remains unpaid the undersigned shall pay a monthly late charge equal to the late charge which could
be assessed on the largest regular MONTHLY INSTALLMENT due under this Note. All late
charges are to be paid immediately upon demand.

UNPAID CHECKS: If any check given to Lender is returned by the bank unpaid, the undersigned
shall pay an unpaid check charge of $25.00. This amount is in addition to any late charge or default
interest which may be applicable. If, during the térm of this Note, two or more checks are returned
by the bank unpaid, at any time thereafter Lender can require that all future payments be by cashier’s

check.

DUE ON SALE OR ENCUMBRANCE: This Note is secured by a MORTGAGE
ASSIGNMENT OF RENTS, SECURITY AGREEMENT, AND FIXTURE FILING which
contains the following provision, the terms of which are incorporated herein by this reference:
“Mortgagor shall not transfer the Property without the prior written consent of Mortgagee,
which consent may be withheld in Mortgagee's sole discretion. Consent to one transfer shall
not be deemed to be a waiver of the right to require comsent to other transfers. Except for a
transfer resulting in a partial reconveyance of this Mortgage if the Note, any Loan Agreement
between Mortgagor and Mortgagee, or this Mortgage has a partial release clause, if Mortgagor
transfers the Property or any portion thereof, or any interest therein, without first obtaining
the written consent of Mortgagee, all indebtedness secured by this Mortgage shall, at the
option of Mortgagee and without notice or demand, become immediately due and payable. As
nsed herein, transfer includes, but is not limited to, the sale, option to sell, contract to sell,
convey, encumber, mortgage (including encumber by a mortgage), pledge, hypothecate, or
lease with option to purchase of the Property, or any portion thereof, or any interest therein,
whether voluntary, involuntary, by operation of law, or otherwise, or the transfer of more than
a 50% interest of Mortgagor if Mortgagor is anything other than a natural persoen.”

APPLICATION OF PAYMENT; COSTS OF COLLECTION: Each payment and each
prepayment (if any) on this Note shall be credited first to interest or other charges then due and
payable to Lender and the remainder to principal, and interest shall thereupon cease upon the
principal so credited. All costs, expenses, advances and/or attorney’s fees incurred by Lender relatng
to this Note or the deed of trust, mortgage, or security agreement securing this Note shall be
immediately owed by the undersigned to Lender. All such advances, expenses, and/or attorney’s fees
(which attorney’s fees are related to the enforcement or collection, but not the preparation or
negotiation, of this Note) shall accrue intersst at the rate stated in this Note from the date incurred
until paid. [f any amounts which are payable under this Note are not paid when due, the
undersigned promises to pay, in addition to the principal and interest due under this Note, all costs of
collection and any reasonable attorney's fees incurred by the Lender, whether or not suit is filed or
foreclosure is commenced.

: MISCELLANEOUS: A failure of the undersigned to fulfill any of the obligations contained in this
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Note, the deed of trust, mortgage, or security agreement securing this Note, any loan agreement
between the parties, or any other agreement between the parties, shall also be deemed a default under
the provisions of this Note. Upon defauit under the provisions of this Note, Lender may declare the
outstanding principal amount of this Note and the interest accrued thereon, and all other sums
secured by the deed of trust, mortgage, or security agreement to be due and payable immediately, and
upon such declaration such principal and interest and other sums shall immediately become and be
due and payable without demand or notice. Principal and interest is payable in lawful money of the
United States of America. As an inducement to cause Lender to make this loan, the undersigned
represents that the undersigned has the financial ability to make the payments stated herein. The
undersigned consents to all renewals, replacements, and extensions of time for payment hersof and
waives notice, demand, protest and any applicable statute of imitations. Liability under this Note and
any deed of trust, mortgage, or security agreement relating to this Note shall be joint and several.
This Note shall inure to the benefit of and be binding on the parties hereto and their respective heirs,
personal representatives, successors, and assigns. This Note shall be governed by and construed in
accordance with the laws of the state in which the real property encumbered by the deed of trust or
mortgage securing this Nete is located (without regard to any conflict of laws or principles) and the
applicable laws of the United States of America.

COMPOUNDING: Any interest or other charge which becomes due under this Note or the deed
of trust, mortgage, or security agreement securing this Note which remains due for more than one
month shall accrue interest as of the date the interest or other charge was otherwise due at the
same rate and upon the same terms as the principal under this Note.

RECOURSE OTHER THAN SECURITY: This Note shall be non-recourse against the
undersigned, meaning that Lender shail not seek to obtain a deficiency judgment against the
undersigned in the event that the proceeds resulting from the foreclosure of any deed of trust,
mortgage, or security agreement relating to this Note are inadequate to pay off this Note and all
related indebtedness of the undersigned to Lender. Notwithstanding the generality of the
foregoing, the undersigned shall be fully liable to Lender for waste, or damages suffered by
Lender as a result of fraud by the undersigned in connection with the delivery of this Note, or
fraud in the performance of the undersigned’s obligations under this Note or any deed of trust,
mortgage, or security agreement relating to this Note. Nothing contained herein shall prejudice
the right of Lender to foreclose any deed of trust, mortgage, or security agreement relating to this
Note or to recover (a) any rents, issues, or profits under the provisions of any deed of trust,
mortgage, or security agreement relating to this Note, (b) any tenant security deposits, advance or
prepaid rents or other similar sums paid to or held by the undersigned or any other person, (c) any
insurance proceeds or awards resulting from condemnation or the exercise of the power of
eminent domain, and (d) any attormey’s fees or court costs incurred by Lender. Nothing
contained herein shall in any manner or way constitute or be deemed to be a release or
impairment of the indebtedness evidenced by this Note or otherwise affect or impair the
enforceability of this Note or the deed of trust, mortgage, or security agreement relating to this

Note.

DEFAULT INTEREST RATE: If this Note or the deed of trust, mortgage, or security
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) agreement securing this Note is in default for more than one month, then the interest rate on this
Note during the period of such default shall be automatically increased, effective as of the date of
defanlt and continuing until the default is cured, to an amount equal to the interest rate stated on

the first page of this Note plus five percent (5%).

SECURITY: This Note is secured by one or more deeds of trust, mortgages, or security
agreements of even date.

THE UNDERSIGNED ACKNOWLEDGE(S) AND UNCONDITIONALLY
AGREE(S) THAT THE WRITTEN AGREEMENTS AND DOCUMENTS
PREPARED BY LENDER AND EXECUTED BY BORROWER(S) AND
LENDER REPRESENT THE FINAL AGREEMENT BETWEEN THE
PARTIES. THE WRITTEN LOAN DOCUMENTS MAY NOT BE
CONTRADICTED BY ANY PRIOR, CONTEMPORANEOUS, OR
SUBSEQUENT ORAL AGREEMENTS OF THE PARTIES. THERE ARE NO
UNWRITTEN OR ORAL AGREEMENTS BETWEEN THE PARTIES, NOR
CAN ANY UNWRITTEN OR ORAL AGREEMENTS BE MADE IN THE

FUTURE.
Pend Oreille Bonner Development Holdings,
Inc., a Nevada corporation
by DAL F L
Charles W. Reeves
Its: President
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MORTGAGE
Assignment of Rents, Security Agreement, and Fixture Filing

This “Mortgage” is dated as of May 31, 2006.

The “Mortgagor” under this Mortgage is Pend Oreille Bonner Development Holdings,
Inc., a Nevada corporation.

The Mortgagor’s address for notice is 6900 South McLarran Blvd, Suite 1010, Reno,
Nevada 89509.

The “Mortgagee” under this Mortgage is R.E. LOANS, LLC, a California limited
liability company.

Mortgagor has contracted to borrow from Mortgagee the principal sum of Twenty
Million Five Hundred Thousand Dollars ($20,500,000) and is indebted to Mortgagee for
so much of said loan as Mortgagee shall disburse to Mortgagor from time to time. This
debt is evidenced by a NOTE SECURED BY MORTGAGE of even date herewith, with
a maturity date on the date that that is the last day of the twenty-fourth (24th) full
calendar month (plus the first partial month, if any) following the date of recordation of
this Mortgage (the “Maturity Date™).

This Mortgage is intended also as a fixture, minerals, and timber filing and is to be
indexed as such in the real estate records.

EXHIBIT

MORTGAGE #P0094 (6-6-06) i Page 1 of I7
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This Mortgage is dated as the day and year first set forth on page 1 hereof by
Mortgagor to Mortgagee, and it shall be effective and binding upon recordation.

WITNESSETH:

Mortgagor has executed a Note Secured by Mortgage (“Note”) of even date
herewith in favor of Mortgagee. The principal amount under the Note is Twenty Million
Five Hundred Thousand Dollars ($20,500,000.00). The advancement of the principal
amount by Mortgagee to Mortgagor is herein referred to as the “Loan.” Interest on the
principal accrues at the rate of twelve percent (12%) per annum, with all principal and
accrued and unpaid interest being due in full on the Maturity Date.

In consideration of the foregoing, and for other good and valuable consideration,
the receipt and sufficiency of which are hereby acknowledged, Mortgagor,
acknowledging the benefits to them of the Loan, hereby irrevocably GRANTS,
BARGAINS, SELLS and CONVEYS unto Mortgagee and Mortgagee’s respective heirs
and assigns, with right of entry and possession, all of Mortgagor’s present and hereafter
acquired estate, right, title and interest in, to and under all real and personal property of
Mortgagor located in Bonner County, Idaho now owned or hercinafter acquired,
including, without limitation, that property more specifically identified in EXHIBIT A

of this Mortgage (the “Premises”).

Mortgagor further grants and assigns unto Mortgagee, and Mortgagee’s respective
heirs and assigns, a first lien and security interest in and to the all of Mortgagor’s rights,
title, and interest in the Premises and property and property rights appurtenant to,
located on, existing in conjunction with the Premises (the “Mortgaged Property”)

including:

A. All and singular the easements, rights-of-way, water rights or every
kind and nature (including but not limited to claims, decrees, applications, permits,
licenses, storage rights, ditches and ditch rights, riparian and littoral rights), rights to
timber to be cut, minerals and mineral rights, rights of use or occupancy, privileges,
franchises, tenements, appendages, hereditaments and appurtenances and all other rights
thereunto belonging or in any way appertaining, and all of the estate, right, title,
interest, claim and demand whatsoever of Mortgagor therein or thereto, either at law or
in equity, in possession or in expectancy, now or hereafter acquired, and

B. All fixtures, structures, buildings and improvements of every kind and
description now or at any time hereafter located on the Premises (hereinafter referred to
as the “Improvements”™), including but not limited to all fences, sheds, barns, out
buildings, corrals and animal chutes, fixed irrigation equipment and pumps, wells, and
any additions to, substitutions for, changes in or replacements of the whole or any part
thereof, now or at any time hereafter affixed to, attached to, placed upon or used in any
way in connection with the use, enjoyment, occupancy or operation of the Premises or
any portion thereof; and
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C. All right, title and interest of Mortgagor in and to all streets, railways,
roads, and public places, opened or proposed, and all easements and rights-of-way,
public or private, tenements, hereditaments, rights and appurtenances, now or hereafter
used in connection with, belonging or appertaining to, the Premises; and

D. All of the royalties, issues, profits, revenue, income and other benefits
of the Premises, or arising from the use or enjoyment of all or any portion thereof or
from any lease or agreement pertaining thereto (collectively the “Profits”), and all right,
title and interest of Mortgagor in and to all leases (“Leases”) of the Premises now or
hereafter entered into with all right, title and interest of Mortgagor thereunder; subject
to, however, the provisions contained in Section 1.9 hereof;

E. All plans, specifications, drawings, engineering or similar studies or
calculations, tests, surveys, designs, or related materials pertaining to the Premises;

F. All entitlements, permits, approvals, pending applications, rights to
utilize or hook up to utilities, or agreements relating to the use or development of the

Premises;

G. All agreements (including agreements relating to washers, dryers, and
vending machines), contracts, escrows, escrow deposits, and other arrangements, now or
hereafter entered into, respecting or pertaining to the use, occupation, construction,
management or operation of the Premises;

H. All tradenames, trademarks, service marks, logos, copyrights, goodwill,
books, and records and all other general intangibles relating to or used in connection
with the operation of the Premises;

1. All accounts, accounts receivable, books, records, documents,
instruments, chattel paper, claims, warranties, general intangibles, deposit accounts,
actions, claims, suits, judgments, proofs of claim in bankruptcy, and causes of action
which now or hereafter relate to, are derived from, or are used in connection with the

Premises or any personalty related to the Premises;

J. All proceeds (including claims and demands therefor) of the
conversion, voluntary or involuntary, of any of the foregoing into cash or liquidated
claims, including, without limitation, proceeds of insurance and condemnation awards;

and

K. All unsold memberships in any golf, ski, boating, hunting, or other
similar organization servicing the owners, occupants, guests, or invitees at the Premises.

TO HAVE AND TO HOLD the Mortgaged Property for the purposes and uses
herein expressed and FOR THE PURPOSE OF SECURING, in such order of priority as

Mortgagee may elect:

MORTGAGE #P0094 (6-6-06) Page 3 of 17

1928




1. Payment of the aggregate of the unpaid principal balance of the Note, all
interest accrued and accruing thereon, and all other charges under the Note and any and
all modifications, extensions or renewals thereof.

2. Due, prompt, and complete observance, performance, and discharge of all
obligations of the Mortgagor under this Mortgage and any and all modifications,
extensions or renewals of this Mortgage.

3. Due, prompt, and complete observance, performance, and discharge of all
obligations of the Mortgagor under any other Mortgage, Security Agreement , Fixture
Filing, Loan Agreement, or other instrument given to further secure or evidence the
indebiedness under the Note, and any and all modifications, extensions or renewals

thereof (the “Other Mortgages™).

The foregoing obligations are referred to herein as the “Secured Obligations.”
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ARTICLE 1.
COVENANTS OF MORTGAGOR

Mortgagor covenants, warrants and agrees to and with Mortgagee as follows:

1.1 Mortgagor will pay the principal and all other sums becoming due with
respect to the Note at the time and place and in the manner specified in the Note,
according to the terms thereof.

1.2 Mortgagor has good and marketable title to the Mortgaged Property subject
to no lien, charge or encumbrance except for the lien of this Mortgage and those
exceptions set forth in the commitments for title insurance and policies of title insurance
provided for herein; this Mortgage is and will remain a valid and enforceable first lien
on the Mortgaged Property. Mortgagor has lawful authority to grant, assign, transfer
and mortgage its interest in the Mortgaged Property in the manner and form hereby done
or intended. Mortgagor will preserve its interest in and title to the Mortgaged Property
and will forever warrant and defend the same to Mortgagee and will forever warrant and
defend the validity and priority of the lien hereof against the claims of all persons and
parties whomsoever, unless Mortgagor provides prior written consent to subordination
of its priority. Mortgagor shall promptly and completely observe, perform and discharge
each and every obligation, covenant and agreement affecting the Mortgaged Property
whether the same is prior and superior or subject and subordinate thereto.

1.3
(a) Mortgagor will, at its own cost and without expense to Mortgagee,

do, execute, acknowledge and deliver all and every such further acts, deeds, transfers
and assurances as Mortgagee shall from time to time reasonably require for the better
assuring, conveying, assigning, transferring and confirming unto Mortgagee the property
and rights hereby conveyed or assigned or intended now or hereafter so to be, or which
Mortgagor may be or may hereafter become bound to convey or assign to Mortgagee, or
for carrying out the intention or facilitating the performance of the terms of this
Mortgage, or for filing, registering or recording this Mortgage and, on demand,
Mortgagor will execute and deliver, and after the occurrence and during the continuance
of an Event of Default hereby authorizes Mortgagee to execute to the extent Mortgagor
may lawfully do so, one or more financing statements or comparable security
instruments to evidence more effectively the lien hereof upon the Mortgaged Property.

(b) Mortgagor will pay all filing, registration and recording fees, and
all expenses incident to the execution and acknowledgement of this Mortgage, any
modification or addition supplemental hereto, any security instrument with respect to
the Mortgaged Property, and any instrument of further assurance, and all federal, state,
county and municipal stamp taxes and other taxes, duties, imposts, assessments and
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governmental charges arising out of or in connection with the execution and delivery of
the Note, this Mortgage, any supplements hereto, any security instrument with respect to
the Mortgaged Property or any instrument of further assurance.

1.4 Mortgagor will maintain insurance with responsible and reputable insurers
in such amounts and covering such risks as are reasonably requested by Mortgagee to
protect the interests of Mortgagee in the Mortgaged Property, and in the case of liability
insurance shall name the Mortgagee as additional insureds, and with respect to the
Mortgaged Property such insurance shall name the Mortgagee as loss payees and
additional insureds. The Mortgagor will furnish the Mortgagee with certificates or other
evidence of all insurance covering the Mortgaged Property. All insurance policies shall
provide that they shall not, with respect to the Mortgagor or Mortgaged Property, be
terminated or cancelled, nor shall, with respect to the Mortgagor or Mortgaged Property,
the coverages or amounts thereunder or thereof be reduced, without at least thirty (30)
days’ prior written notice to Mortgagee and shall protect the Mortgagee from any breach
of warranty by Mortgagor in connection therewith. Receipt of notice of termination or
cancellation of any such insurance policies or reduction of coverages or amounts
thereunder, with respect to the Mortgagor or Mortgaged Property, without receipt prior
to the termination, cancellation or reduction date of evidence of renewals or
replacements of such policies or of increase of such coverages or amounts, as the case
may be, shall entitle the Mortgagee to renew any such policies, cause the coverages and
amounts thereof to be maintained at levels satisfactory to Mortgagee or otherwise to
obtain similar insurance in place of such policies, in each case at the expense of the
Mortgagor. Mortgagor will promptly notify Mortgagee in writing after any loss or
damage to the Mortgaged Property, including but not limited to any loss or damage
covered by any insurance.

1.5 Mortgagor, upon obtaining knowledge of the pendency or institution of any
proceedings for the condemnation of the Premises or any portion thercof or knowledge
of any casualty damage to the Mortgaged Property or damage of any kind, will promptly
notify Mortgagee in writing thereof. Mortgagee may participate in any proceedings and
join Mortgagor in adjusting any loss covered by insurance. All compeunsation, awards,
proceeds, damages, claims, rights of action, and payments to which Mortgagor may
become entitled (“Awards™) shall be paid over to Mortgagee to the extent that the
amount thereof does not exceed the Secured Obligations. Notwithstanding the
foregoing, any Award that does not exceed $10,000.00 shall be paid over tc Mortgagor,
provided that Mortgagor shall promptly repair any damage to Improvements occasioned
by any condemnation or casualty that gave rise to such Award. Mortgagee shall have
the sole and absolute discretion, notwithstanding the fact that the security given hereby
may not be impaired by a partial condemnation, to apply any part or all of the Award
_collected by it in connection with any condemnation proceeding (i) upon any
indebtedness secured hereby and in such order as Mortgagee may determine, or
(ii) without reducing the indebtedness secured hereby, to the reimbursement of
Mortgagee for expenses incurred by them in the restoration of the Mortgaged Property.
Such application shall not cure or waive any default or notice of default hereunder or
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invalidate any act done pursuant to such notice. Mortgagor shall not be required to
repair any damage to Improvements occasioned by any condemnation or casualty if the
Award with respect thereto is collected by Mortgagee and is not applied by Mortgagee to
reimburse Mortgagor for its expenses in conjunction with such condemnation or

casualty.

1.6
(a) Mortgagor shall promptly pay and discharge all taxes, assessments

and other governmental charges on the Mortgaged Property prior to the date on which
substantial penalties are attached thereto, or establish adequate reserves for the payment
of such taxes, assessments and other governmental charges, and make all required
withholding and other tax deposits, except to the extent that such taxes, assessments or
other governmental charges or levies are being actively contested in good faith by
appropriate proceedings and are adequately reserved against.

(b) Mortgagor will pay, from time to time when the same shall become
due, all lawful claims and demands which, if unpaid, might result in or permit the
creation of a lien on the Mortgaged Pererty or any part thereof, or on the revenues,
issues, income and profits arising therefrom, and in general will do or cause to be done
everything necessary so that the lien hereof and its priority shall be fully preserved and
so that the Mortgaged Property shall remain unencumbered at the sole cost of
Mortgagor, without expense to Mortgagee. Provided, however, that Mortgagor may, at
Mortgagor’s sole expense, dispute any such claim or lien is a good faith basis for
dispute exists, provided that Mortgagor shall obtain a bond sufficient to release any such
lien prior to the foreclosure of any such lien.

1.7 All right, title and interest of Mortgagor in and to all extensions,
improvements, betterments, renewals, substitutes and replacements of and all additions
and appurtenances to the Mortgaged Property hereafter acquired by or released to
Mortgagor or constructed, assembled or placed by Mortgagor on the Premises, and all
conversions of the security constituted thereby, immediately upon such acquisition,
release, construction, assembling, placement or conversion, as the case may be, and in
each such case, without any further mortgage, conveyance, assignment or other act by
Mortgagor, shall become subject to the lien of this Mortgage as fully and completely and
with the same effect as though now owned by Mortgagor and specifically described in
the granting clause hereof, and at any and all times Mortgagor will execute and deliver
to Mortgagee any and all such further assurances, mortgages, conveyances or
assignments thereof as Mortgagee may reasonably require for the purpose of expressly
and specifically subjecting the same to the lien of this Mortgage.

1.8 This Mortgage shall constitute a security agreement with respect to any part
of the Mortgaged Property that is “fixtures” and any other part of the Mortgaged
Property that constitutes tangible or intangible personal property (including, without
limitation, all proceeds and products of the Premises) and Mortgagor hereby grants to
Mortgagee a first priority security interest in said collateral. Mortgagor hereby
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authorizes Mortgagee to file with the appropriate filing officer or office at Mortgagor’s
sole cost and expense such security agreements, financing statements or other
instruments as Mortgagee may reasonably request or require in order to impose or
perfect the lien or security interest created hereby more specifically thereon. In the
event of a default under this Mortgage or the Other Mortgages, Mortgagee shall be
entitled to foreclose its security in said collateral in the manner provided by law.

1.9 Mortgagor will not execute any lease of all or part of the Mortgaged
Property without Mortgagee’s prior written consent, which consent shall be given or
withheld in Mortgagee’ sole and absolute discretion, and will at all times promptly and
faithfully perform or cause to be performed, all of the covenants, conditions and
agreements contained in all leases of the Mortgaged Property now or hereafter existing
on the part of the lessor thereunder to be kept and performed.

1.10 Without the prior written consent of Mortgagee being first had and
obtained, which consent shall be granted or withheld in Mortgagee’ sole and absolute
discretion, Mortgagor will not execute or deliver any pledge, security agreement,
mortgage or deed of trust or similar security instrument covering all or any portion of
the Mortgaged Property or any interest therein (“Subordinate Mortgage”).

1.11  Mortgagor will not commit any waste on the Premises. Mortgagor will not
materially change the use of the Mortgaged Property. Mortgagor will not make any
application to any federal, state or local governmental authority (“Governmental
Authority”) for a change in zoning or a change in any other similar law, ordinance,
statute, rule, order, decree, directive or regulation (“Laws”) affecting the Mortgaged
Property nor will Mortgagor consent to any such change without the prior written
consent of Mortgagee, which consent shall be granted or withheld in the sole discretion
of Mortgagee, except for or with respect to any change which would not have a material
adverse effect on the business, properties, assets, operations or condition, financial or
otherwise, of Mortgagor, or otherwise on the ability of Mortgagor to carry out its
obligations under the Note and this Mortgage, or a change which is required for the
development of the Property. Mortgagor will at all times comply in all material respects
with all Laws of any Governmental Authority having or exercising jurisdiction over the
Premises or otherwise affecting the Mortgaged Property or any portion thereof, will
maiatain and keep the Improvements and Mortgaged Property in good operating order
and condition, and will promptly make, from time to time, all repairs, renewals,
replacements, additions and improvements in connection therewith which are needful or
desirable to that end.

1.12  Mortgagor will, at any reasonable time and from time to time, upon notice
to the Mortgagor, permit the Mortgagee or its representatives to inspect the Mortgaged

Property.
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1.13  Mortgagee shall be subrogated, notwithstanding their release of record, to
any liens, superior titles, mortgages, deeds of trust, liens, encumbrances, rights, equities
and charges of all kinds heretofore or hereafter existing on the Mortgaged Property to
the extent that the same are paid or discharged by Mortgagee or from the proceeds of the

loan evidenced by the Note.

1.14 Without affecting the liability of Mortgagor or of any other person who is
or shall become bound by the terms of this Mortgage or who is or shall become liable
for the performance of any obligation secured hereby, Mortgagee may, in such manner,
upon such terms and at such times as they deem best and without notice or demand,
release any party now or hereafter liable for the performance of any such obligation,
extend the time for such performance, accept additional security therefor, and alter,
substitute or release any property securing such performance. No exercise or non-
exercise by Mortgagee of any of its rights under this Mortgage, no dealing by Mortgagee
with any person, firm or corporation and no change, impairment, loss or suspension of
any right or remedy of Mortgagee shall in any way affect any of the obligations of
Mortgagor hereunder or any security furnished by Mortgagor, or give either Mortgagor
any recourse against Mortgagee.

1.15 Except for a sale resulting in a partial reconveyance in accordance with
the provisions of the Loan Agreement between Mortgagor and Mortgagee, Mortgagor
shall not sell, assign, transfer or encumber in any way Mortgagor’s interest or any
portion thereof in the Mortgaged Property, without the prior written consent of

Mortgagee.

1.16 Mortgagor will not cause, permit or suffer any default or Event of Default
under the Note, this Mortgage or the Other Mortgages or any other document or
instrument securing or pertaining to the Note.

1.17 Mortgagor will comply with all applicable Environmental Laws, except to
the extent that any noncompliance would not have a material adverse effect on the
business, properties, assets, operations or condition, financial or otherwise, of the
Mortgagor, or otherwise on the ability of Mortgagor to carry out its obligations under
the Note; and Mortgagor will provide to Mortgagee, promptly upon receipt, copies of
any correspondence, notice, pleading, citation, indictment, complaint, order, decree or
other document from any source asserting or alleging a circumstance or condition which
requires or is reasonably likely to require a financial contribution by the Mortgagor
under any Environmental Laws or which seeks damages or civil, criminal or punitive
penalties from the Mortgagor for an alleged violation of any Environmental Laws. In
the event of any such circumstance, the Mortgagor agrees to permit the Mortgagee or
any independent agent selected by the Mortgagee to conduct an environmental
assessment at the Mortgagor’s expense but in such a manner so as not to unreasonably
interfere with the business operations of the Mortgagor. This provision shall not relieve
the Mortgagor from conducting its own environmental investigations or taking any other
steps necessary to comply with any Environmental Laws.
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1.18 Mortgagor will comply with the requirements of all applicable laws, rules,
regulations and orders of any governmental authority, except when the failure to so
comply would not have a material adverse effect on the business, properties, assets,
operations or condition, financial or otherwise, of the Mortgagor or either of them, or
otherwise on the ability of the Mortgagor to carry out their obligations under the Note.

1.19 If Mortgagor's interest in the Mortgaged Property, or any portion thereof,
1s that of a lessee, then Mortgagor shall: (i) pay prior to delinquency all rent and other
charges that fall due under the provisions of such lease; (ii) fully, faithfully, and
punctually observe and perform all other terms, covenants, agreements, and conditions
required of it under the terms of such lease; (i1i) promptly notify Mortgagee, in writing,
of the default by Mortgagor or the lessor under any provisions of such lease, or of the
occurrence of any event which, with notice or the passage of time, would constitute a
default under such lease; (iv) promptly cause any notice which it receives from the
Iessor under such lease to be delivered to Mortgagee; (v) if any indebtedness secured by
this Deed of Trust remains unpaid at a time when notice may or must be given by
Mortgagor of the exercise of any right or option to extend the term of such lease, then
Mortgagor shall promptly give notice of the exercise of such right or option in
accordance with the provisions of such lease; (vi) promptly notify the lessor under such
lease of the existence and execution of this Mortgage and the name and address of
Mortgagee; and (vii) not terminate (including a termination or rejection as a part of any
bankruptcy or similar proceeding), cancel, surrender, modify, change, alter, or amend
such lease, either orally or in writing, without the written consent of Mortgagee.
Without imposing any obligation upon Mortgagee to do so, Mortgagor hereby appoints
Mortgagee as Mortgagor’s attorney in fact to perform any or all of the foregoing acts to
the extent necessary to preserve and protect Mortgagor and/or Mortgagee’s interest in

said leasehold estate.

1.20 Except for a sale resulting in a partial reconveyance in accordance with
the provisions of the Loan Agreement between Mortgagor and Mortgagee, Mortgagor
shall not transfer the Property without the prior written consent of Mortgagee, which
consent may be withheld in Mortgagee's sole discretion. Consent to one transfer shall
not be deemed to be a waiver of the right to require consent to other transfers. Except
for a transfer resulting in a partial reconveyance of this Mortgage if the Note, any Loan
Agreement between Mortgagor and Mortgagee, or this Mortgage has a partial release
clause, if Mortgagor transfers the Property or any portion thereof, or any interest therein,
without first obtaining the written consent of Mortgagee, all indebtedness secured by
this Mortgage shall, at the option of Mortgagee and without notice or demand, become
immediately due and payable. As used herein, transfer includes, but is not limited to,
the sale, option to sell, contract to sell, convey, encumber, mortgage (including
encumber by a mortgage), pledge, hypothecate, or lease with option to purchase of the
Property, or any portion thereof, or any interest therein, whether voluntary, involuntary,
by operation of law, or otherwise, or the transfer of more than a 50% interest of
Mortgagor if Mortgagor is anything other than a natural person.
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ARTICLE 2.

EVENTS OF DEFAULT

Each of the following shall constitute an event of default (“Event of Default”)
hereunder:

2.1 The Mortgagor shall fail to pay interest or the principal amount of the Note
when due, or any fee or other amount payable under the Note, hereunder or under either
of the Other Mortgages, on the due date thereof.

2.2 Any representation or warranty by the Mortgagor shall prove to have been
incorrect when made in any material respect.

2.3 The Mortgagor shall fail to perform or observe any non-payment term,
covenant or agreement contained in this Mortgage, the Note, or any Other Mortgages, on
their part to be performed or observed, which failure has not been cured by the
Mortgagor within any applicable cure period as may be provided for.

2.4 The sale, assignment, lease or other disposition of all or substantially all of
the Mortgaged Property, or the property encumbered by either of the Other Meortgages,
other than in compliance with this Mortgage or the Other Mortgages.

2.5 The occurrence of any other event of default as defined in the Note or the
Other Mortgages.

ARTICLE 3.

REMEDIES

Upon the occurrence and during the continuance of any Event of Default,
Mortgagee, and either and both of them, shall have the following rights and remedies:

3.1 Mortgagee may declare the entire principal of the Note then outstanding to
be due and payable immediately, and, notwithstanding the stated maturity in the Note or
any other term or provision of the Note or this Mortgage to the contrary, the cutstanding
principal amount of the Note shall become and be immediately due and payable.

3.2 If Mortgagee shall have exercised the option provided in Section 3.1 above,
Mortgagee in person or by agent may, without any obligation so to do and withcut notice
or demand upon Mortgagor and without releasing Mortgagor from any obligation here-
under (i) make any payment or do any act which Mortgagor haves failed to make or do;
(i) enter upon, take possession of, manage and operate the Mortgaged Property or any
part thereof; (iii) make or enforee, or, if the same be subject to modification or
cancellation, modify or cance! any leases of the Mortgaged Property or any part thereof
upon such terms or conditions as Mortgagee deem proper; and (iv) obtain and evict
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tenants, and fix or modify rents, make repairs and alterations and do any acts which
Mortgagee deem proper to protect the security hereof. The entering upon and taking
possession of the Mortgaged Property, the collection of any rents, royalties, issues,
profits, revenue, income or other benefits and the application thereof as aforesaid shall
not cure or waive any default theretofore or thereafter occurring or affect any notice of
default hereunder or invalidate any act done pursuant to any such notice, and,
notwithstanding continuance in possession of the Mortgaged Property, or any part
thereof, by Mortgagor, Mortgagee or a receiver, and the collection, receipt and
application of rents, royalties, issues, profits, revenue, income or other benefits,
Mortgagee shall be entitled to exercise every right provided for in this Mortgage or by
law upon or after the occurrence and during the continuance of an Event of Default.
Any of the actions referred to in this Section may be taken by Mortgagee, or either of
them, in person or by agent, with or without bringing any action or proceeding, or by
receiver appointed by a court, and any such action may also be taken without regard to
the adequacy of the security for the indebtedness hereby secured. Further, Mortgagee, at
the expense of Mortgagor, may from time to {ime maintain and restore the Mortgaged
Property or any part thereof as Mortgagee may reasonably deem desirable and may

insure the same.

3.3 If Mortgagee shall have exercised the option provided in Section 3.1 above,
Mortgagee shall be entitled, without notice and to the full extent provided by law, to the
appointment by a court having jurisdiction of a receiver to take possession of and
protect the Mortgaged Property or any part thereof, and operate the same and collect the

rents and profits.

3.4 If Mortgagee shall have exercised the option provided in Section 3.1 above,
Mortgagee may bring an action in any court of competent jurisdiction to foreclose this
Mortgage or to enforce any of the covenants and agreements hereof. By virtue of
judicial proceedings or of a judgment or decree of foreclosure and sale, shall operate to
divest all of the estate, right, title, interest, claim and demand whatsoever, whether at
law or in equity, of Mortgagor in and to the properties and rights so sold, subject to any
rights of redemption provided by law, and shall be a perpectual bar, both at law and in
equity, against Mortgagor and any and all persons claiming or who may claim the same
or any part thereof from, through or under Mortgagor subject to any rights of redemption

provided by law.

3.5 Upon any sale or sales made under or by virtue of this Article 3, Mortgagee
may bid for and acquire the Mortgaged Property or any part thereof and, in lieu of
paying cash therefor, may make settlement for the purchase price by crediting upon the
indebtedness or other sums secured by this Mortgage the net sales price after deducting
therefrom the expenses of sale and the costs of the judicial proceedings, if any, with
interest at the Default Rate (as defined in the Note) and any other sums which
Mortgagee are authorized to deduct under this Mortgage.
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3.6 Notwithstanding the appointment of any receiver, liquidator or trustee of
Mortgagor, or of any of their property, or of the Mortgaged Property or any part thereof,
if Mortgagee shall have exercised the option provided in Section 3.1 above, Mortgagee
shall be entitled to retain possession and control of all property now or hereafter held
under this Mortgage, including, but not limited to, the Profits.

3.7 No remedy herein conferred upon or reserved to Mortgagee is intended to
be exclusive of any other remedy herein or by law provided, but each shall be
cumulative and shall be in addition to every other remedy given hereunder or now or
hereafter existing at law or in equity or by statute. No delay or omission of Mortgagee
in exercising any right or power accruing upon any Event of Default shall impair any
right or power or shall be construed to be a waiver of any Event of Default or any
acquiescence therein, and every power and remedy given by this Mortgage to Mortgagee
may be exercised from time to time as often as may be deemed expedient.

3.8 Upon the occurrence of and during the continuance of any Event of Default,
and if Mortgagee shall have exercised the option provided in Section 3.1 above,
Mortgagor agree to, upon demand by Mortgagee, vacate and surrender possession of the
Mortgaged Property to Mortgagee, or to a receiver, if any, and in default thereof may be
evicted by any summary action or proceeding for the recovery of possession of leased
premises for non-payment of rent, however designated.

3.9 In the event ownership of the Mortgaged Property or any portion thereof
becomes vested in a person other than the Mortgagor herein named, Mortgagee may,
without notice to the Mortgagor herein named, whether or not Mortgagee have given
written consent to such change in ownership, deal with such successor or successors in
interest with reference to this Mortgage and the indebtedness secured hereby, and in the
same manner as with the Mortgagor herein named, without in any way vitiating,
discharging or waiving Mortgagor’ liability hereunder, for the indebtedness hereby
secured or any Event of Default to the extent portion of ownership of the Mortgaged

Property has become so vested.

3.10 In the event that there be a judicial sale hereunder and if at the time of
such sale Mortgagor, or their heirs or assigns, be occupying the Premises and
Improvements or any part thereof so sold, each and all shall immediately become the
tenant of the purchaser at such sale which tenancy shall be a tenancy from day to day,
terminable at the will of cither tenant or landlord, at a rental per day based upon the
value of the Premises and Improvements, such rental to be duc daily to the purchaser.
An action of unlawful detainer shall lie if the tenant holds over after a demand in
writing for possession of said Premises and Improvements and this agreement and the
trustee’s deed shall constitute a lease and agreement under which any such tenant’s

_possession arose and continued.

3.11 In the event of an Event of Default under any of the Note, this Mortgage
or the Other Mortgages, Mortgagee may foreclose or exercise any right or remedy
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provided hereunder. Upon Mortgagor’s default under this Mortgage or any Other
Mortgage, or upon any failure of Mortgagor to make payments or to satisfy his
obligations under the Note, Mortgagee, at its election, may foreclose and exercise its
rights and remedies under any one or more of this Mortgage and the Other Mortgages.

3.12 This Mortgage also constitutes a security agreement, on all of the terms
and conditions set forth herein, to the extent that any of the Mortgaged Property is
severable from the real property ("Collateral"). Mortgagor agrees that, as to the
Collateral, Mortgagee shall have all of the rights and remedies of a secured party under
the Uniform Commercial Code, as well as all other rights and remedies available at law
or in equity. Mortgagor agrees to execute and deliver on demand, and irrevocably
authorizes, constitutes, and appoints Mortgagee the attomey-in-fact of Mortgagor to
execute, deliver, and/or file, any security agreements, financing statements, continuation
statements, or other instruments that Mortgagee may require to impose, perfect, or
continue the perfection of the lien or security interest created by this Mortgage. On the
occurrence of any default under the provisions of the Note, this Mortgage, or any other
agreement secured by this Mortgage, Mortgagee shall have the right to enforce any and
all of the rights and/or remedies of a secured party under the Uniform Commercial Code
including, without limitation: (i) the right to require Mortgagor to immediately assemble
all or any portion of the Collateral and to make the same available to Mortgagee at any
place designated by Mortgagee; (ii) the right to immediately take physical possession of
all or any portion of the Collateral wherever it may be found, using all necessary lawful
force to do so, and to exclude Mortgagor from such possession, and Mortgagor waives
all claims to damages arising from or connected with any such taking or exclusion; (iii)
the right to proceed with the foreclosure sale of all or any portion of the Collateral, from
time to time, in any manner as may be permitted by Uniform Commercial Code, Idaho
Code, Idaho Rules of Civil Procedure, or any other applicable statute, rule, or code; and,
in Mortgagee's discretion, to operate all or any portion of the Collateral as a going
concern pending the completion of any foreclosure sale; and (iv) the right to sell all or
any portion of the Collateral at one or more public or private sales with or without
having said Collateral at the place of sale, and upon such terms and in such manner as
Mortgagee may determine, and Mortgagee is authorized to purchase the same at any
such sale. Prior to any sale, Mortgagee may, at its option, repair or recondition all or
any portion of the Collateral to such extent as Mortgagee may deem advisable and any
sums expended therefore by Mortgagee shall be immediately repaid by Mortgagor.
Expenses of retaking, holding, and preparing for sale, selling, or the like will be borne
by Mortgagor and will include Mortgagee’s and Mortgagee's attorney fees and legal
expenses. Mortgagee will give Mortgagor at least ten (10) days' prior written notice of
the time and place of any public sale or other disposition of the Collateral or of the time
of or after which any private sale or any other intended disposition is to be made. If the
notice is sent to Mortgagor in the manner provided for the mailing of notices in this
Mortgage, it is deemed reasonable notice to Mortgagor.

3.13 This Mortgage constitutes a financing statement filed as a fixture filing,
and it shall be recorded in the Official Records of the County Recorder of the county in
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which the Mortgaged Property is located with respect to all fixtures included within the
term "Mortgaged Property” as used in this Mortgage and with respect to any goods,
Collateral, or other personal property that may now be or later become fixtures. The
address of Mortgagee, from which information concerning this security interest may be
obtained, is set forth in the upper left corner of page 1 of this Mortgage.

ARTICLE 4.

MISCELLANEOUS

4.1 In the event any one or more of the provisions contained in this Mortgage
or in the Note shall for any reason be held to be invalid, illegal or unenforceable in any
respect, such invalidity, illegality or unenforceability shall not affect any other provision
of this Mortgage, but this Mortgage shall be construed as if such invalid, illegal or
unenforceable provision had never been contained herein or therein.

4.2 If the lien of this Mortgage is invalid or unenforceable, or if the lien is
invalid or unenforceable as to any part of the Mortgaged Preperty, the unsecured or
partially secured portion of the Mortgagor’s obligations shall be considered to have been
completely paid prior to the payment of the remaining and secured portion of the
obligations secured hereby, and all payments made on the Mortgagor’s obligations,
whether voluntary or under foreclosure or other enforcement action or procedure, shall
be considered to have been first paid on and applied to the full payment of that portion
of the Mortgagor’s obligations which are not secured or fully secured by the lien of this

Mortgage.

4.3 The granting of consent by the Mortgagee to any transaction as required by
the terms hereunder shall not be deemed a consent to past, future, or successive
transactions.

4.4 Mortgagor shall pay or retmburse Mortgagee for all reasonable expenses
incurred by Mortgagee beforc and after the date of this Mortgage with respect to any and
all actions, matters or transactions arising out of or related to this Mortgage. Mortgagor
acknowledges that from time to time the Mortgagor may receive statements for such
expenses, including, without limitation, attorneys’ fees and disbursements. Mortgagor
shall pay such statements promptly upon receipt.

4.5 Mortgagor shall indemnify and hold harmiess the Mortgagee from and
against all claims, damages, losses and liabilities (including, without limitation,
reasonable attorneys’ fees and expenses) arising out of or based upon any matter related
to the Mortgaged Property and the eccupancy, ownership, maintenance or management
of the Mortgaged Property by the Mortgagor. The Mortgagor further shall be personally
and solely responsible for and shall indemnify and hold harmless the Mortgagee from
and against any loss, damage, cost, expense or liability directly or indirectly arising out
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of or attributable to the breach of any representation, warranty or covenant contained in
this Mortgage or the Note relating to the Environmental Laws or the use, generation,
storage, release, threatened release, discharge, disposal or presence of hazardous
substances on, under or about any of the Mortgaged Property owned or leased by the
Mortgagor, including without limitation (1) all consequential damages, (2) the costs of
any required or necessary repair, cleanup or detoxification of the property and (3) all
reasonable costs and expenses incurred by the Mortgagee or either of them in connection
therewith, including but not limited to reasonable attorney’s fees. The indemnifications
in this paragraph are personal to the Mortgagor notwithstanding the general non-
recourse pature of the Note and shall be in addition to any other liability that the
Mortgagor may otherwise have to the Mortgagee and these indemnifications shall
survive any foreclosure of this Mortgage and the satisfaction of the indebtedness secured

hereby.

4.6 All written notices expressly provided hereunder to be given by Mortgagee
to Mortgagor and all notices and demands of any kind or nature whatsoever which
Mortgagor may be required or may desire to give or serve on Mortgagee shall be in
writing and shall be served by personal delivery, telecopier, overnight courier or by
registered or certified U.S. mail, return receipt requested, to the address set forth on the
first page of this Mortgage. Any such notice or demand so served shall be deemed
complete on the day of actual delivery if sent by personal delivery, telecopier, or
overnight courier, or upon the date posted on the receipt if sent by certified mail.
Changes in address may be made with written notice thereof to all other parties in

accordance with the terms hereof.

4.7 All of the grants, obligations, covenants, agreements, terms, provisions and
conditions herein shall run with the land and shall apply to, bind and inure to the benefit
of the heirs and permitted assigns of Mortgagor and the heirs of Mortgagee, and the
permitted endorsees, permitted transferees, successors and permitted assigns of

Mortgagee.

4.8 This Mortgage may be executed in any number of counterparts and each of
such counterparts shall for all purposes be deemed to be an original, and all such
counterparts shall together constitute but one and the same instrument.

4.9 The prevailing party in any legal action brought by one party against the
other and arising out of this Mortgage or the Note shall be entitled, in addition to any
other rights and remedies he may have, to reimbursement for their expenses including
court costs and reasonable attorney fees.

4.10 This Mortgage is to be construed and enforced according to the laws of the
State of Idaho.

4.11 Upon satisfaction in full by Mortgagor of all of their obligations under the
Note and this Mortgage, Mortgagee shall cause this Mortgage to be released of record.
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THE UNDERSIGNED ACKNOWLEDGE(S) AND
UNCONDITIONALLY AGREE(S) THAT THE WRITTEN
AGREEMENTS AND DOCUMENTS PREPARED BY LENDER AND
EXECUTED BY BORROWER(S) AND LENDER REPRESENT THE
FINAL AGREEMENT BETWEEN THE PARTIES. THE WRITTEN
LOAN DOCUMENTS MAY NOT BE CONTRADICTED BY ANY
PRIOR, CONTEMPORANEOUS, OR SUBSEQUENT ORAL
AGREEMENTS OF THE PARTIES. THERE ARE NO UNWRITTEN
OR ORAL AGREEMENTS BETWEEN THE PARTIES, NOR CAN
ANY UNWRITTEN OR ORAL AGREEMENTS BE MADE IN THE
FUTURE.

IN WITNESS WHEREOF, Mortgagor has executed this Mortgage as of the date set
forth above.

Pend Oreille Bonner Development
Holdings, Inc., a Nevada corporation

By: éL/Z H Apose——
Charles W. Reeves
Its: President

STATE OF XORHO )

COUNTY OF2omaN )
L5}

BEFORE ME this ! day of DV &, 2006, personally appeared Charles W.
Reeves, to me personally known to be the person who is described in and who executed
the above instrument and acknowledged that he is the President of the corporation
named above and that he is authorized as an officer of said corporation to execute the
foregoing on behalf of said corporation and that he executed the same of his own free
will to bind said corporation.

\‘\\§\‘l51,!l,

é\\‘ AT ?~€’£”/
s - T, o %”
- * .a ’r
S & WOTARY * Notary Publi\X+¢ “TOAa-O

: 5 IS0, N «A:Q_Ancsa'r\)r
S m,\CM\sg,{miagw(S =511

MORTGAGE #P0094 (6-6-06) Page 17 of 17

1942




: LandAmerica

Transnation
SCHEDULE B-Part II - continued

Transnation Title Insurance Company Cormmitment No. 00041847

THIS REPORT IS DIVIDED INTO 4 SECTIONS WITH MULTIPLE PARCELS WITHIN EACH SECTION, THE
FOLLOWING SECTIONS REPRESENT FOUR DIFFERENT LOCATIONS:

SECTION A:

HIDDEN LAKES GOLF COURSE, LODGE, PARKING AREAS AND MAINTENANCE AREAS.
SECTION B:

HIGHLANDS AREA PLATTED LOTS WEST OF LOWER PACK RIVER ROAD.

SECTION C:

MOOSE MOUNTAIN LARGE ACREAGE FOR DEVELOPMENT SOUTH OF HIGHWAY 200.
SECTION D:

IDAHO RESORT AREA ON THE WATERS OF LAKE PEND OREILLE AT TRESTLE CREEK.
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Exhibit A

SECTION A:
PARCEL 1:

A tract of land located in Section 36, Township 58 North, Range 1 West AND Section 31, Township 58 North, Range 1 East of
the Buise Meridian, Booner Couunty, Idaho, more particularly described as follows:

That portien of said Sections 36 and 31 lying East of Pack River Road, a county road, West of the Pack River, North of State
Highway No. 200, and South of the South line of Government Lot 1 of said Section 31 and South of the South line of the
Northeast quarter of the Northeast quarter of said Section 36;

LESS that land included in the Plat of Hidden Lakes Subdivision as recorded in Book 4 of Plats, page 64, records of Bouner
County, Idaho.

A[SO LESS a parcel of land in Sectiou 36, Township 58 North, Range 1 West of the Boise Meridian, Bonner County,
Idaho more particularly described as follows:

Commencing at the Southeast corner of said Section 36;

Thenzce North 52° {1'33" West 953.40 feet (record per Imstrument No. 437973 = North 54° 29°10" West, 1010.58 feet) to a
point on the Northerly right of way of State Highway No. 200 and the true point of beginning;

Thence North 01° 19'29" West, 244.70 feet (record per Instrument No. 457973 = North 01° 07'07’' East, 244.28 feet);
Thence South 83° 04'08" West, 348.50 feet (record per Instrument No. 457973 = South 87° 52’03’ " West, 348.49 feet)

Thence South 01° 19'12" West, 250.00 feet (record per Instrument No.437973 = South 01° 07'07" West, 230.00 feet) to the
Northerly right of way of State Highway No. 200;

Thence along said right of way North 80° 34'19" East 66.04 feet (record per Instrument No. 457973 = North 79° 46'41" East,
66.62 feet);

Thence on a curve to the right having a central aagle of 05° 47'33" and a radius of 2803.37 feet, for an arc distance of 283.45
feet (record per Instrument No. 457973 = a central angle of 05° 47'02" and an arc leagth of 282.99 feef) to the true point of
beginning.

LESS 2a tract of land in Government Lot 2 of Section 31, Township 38 North, Range 1 East of the Boise Meridian, Bonner
County, I[daho, more particularly described as follows:

Beginning at the intersection of the North line of said Goverument Lot 2 and an existing fence line marking the right of way of
an old County Road. said point heing South 89° 06'38" East, 398.07 feet from the Northwest corner of Government Lot 2
(record = 361.00 feet);

Thence along said fence line as noted of record per Instrument No. 217765 on a curve to the left (radial bearing = North 62°
13°42" East) having a central angle of 19° 17'35™ and a radius of 6§50.32 feet, for an arc distance of 218.98 feet {chord = South
37°25'05" East, 217.95 feet);

Thence continuing along said fence line, South 47° 03'33" East, 43.24 feet;

Theace North 89° 06'38" West, 12.33 feet;
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Thence continuing along the fence lime, South 59° 55'24" East, 65.99 feet to an iron pipe as described in Instrument No.
217765;

Thence along the fence line, South 70° 07'45' East, 262.49 feet to an iron pipe as described in Instrument No. 217765 {record =
South 70° 18'00"* East 262.00 feet;

Thence South 54° 48'04"" East, 67.00 feet;
Thence North 40° 08'56" East, 168.45 feet to the right bank of Pack River (record = 200.00 feet to the thread of Pack River);
Thence North 40 08'56™ East to the intersection with the thread of Pack River;

Thence Northerly and upstream along the thread line of Pack River to the intersection with the North line of Government Lot
2 of said Section 31;

Thence South 89° 06'38" East, along said North line to the true point of beginning.

LESS any part of the abeve described property lying North and East of Pack River.

LESS a tract of land in Government Lots 1 and 2 of Section 31, Township 58 North, Range 1 East and the Southeast quarter
of the Northeast quarter of Section 36, Township 58 North, Range 1 West of the Boise Meridian, Bouner County, Idaho and

more particularly deseribed as follows:

Mary's Pack River Lots and all that property dedicated to the public for right of way as shown and recorded in Instrument
No. 699091, records of Bonner County, Idaho.

PARCEL 2:

A tract of land located in Section 36, Township 58 North, Range I West AND Section 2, Tawnship 57 North, Range 1 West of
the Beise Meridian, Bouner County, Idaho, more fully described as follows:

Beginning at a point that is North 80 degrees 05' 57" East, a distance of 386.02 feet from the South quarter corner of said
Section 36, said point also being at the intersection of the South right of way of State Highway No, 200 and the East right of
way of the Old Country Road;

thence South 5 degrees 14’ 00" East aloag said East right of way of the old country road, a distance of 171.80 feet;

thence continuing South 14 degrees 35 50" East along said East right of way, a distance of 254.70 feet to au intersection with
the North right of way of Old Highway No. 200 (FAP No. 95F);

thence North 72 degrees 38' 24" East along said North right of way, a distance of 372.40 feet;

thence coutinuing along said North right of way, North 72 degrees 58' 33" East, a distance of 336,00 feet to an intersection
with the West high bank of Dry Creek;

thence Northeasterly along said West high bank, a distance of 578 feet, more or less, to an intersection with the South right of
way of said State Highway No. 200;

thence Westerly along said South right of way the following six (6) courses:

1) Around a curve to the left with a radius of 2643.37
feet, a distance of 48.44 feet (the chord of which
bears South 88 degrees 02' 31" West, a distance of
48.43 feet);

2) Naorth 79 degrees 07' 52" West, 100.50 feet;
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3) Around a curve to the left with a radius of 2668.37
feet, a distance of 247.30 feet (the chord of which
bears South 82 degrees 54' 00" West. a distance of
24724 feet) to a P.S.C,;

4) Along a spiral curve (S=2 degrees 12.3°), a distance of
207.68 feet (the chord of which bears South 70 degrees
27 12" West, 3 distance of 207.67 feet) to a P.S.;

5) South 69 degrees 43' 21" West, 328.60 feet;

6) South 61 degrees 11’ 30" West, 119.79 feet to the point

of beginning.
AND TOGETHER WITH any portion of the old Highway right of way abandonment, described in that certain Quit Claim
Deed, executed by the State of Idaho, as Instrument No. 696325 and recorded on January 11, 2006, lying within the bounds of
the above described property
PARCEL 3:

A tract of land in Government Lot 1 of Section 31, Towuship 58 North, Range 1 East of the Boise Meridian, Bonner County,
[daho, being that property described in Instrument No. 484825 and more particularly described as follows:

Begiuning at a point on the South line of said Government Lot I, which is Seuth 89° 06'38'* East (record = South 89° 66'53"
East) 330.00 feet from the Southwest corner of Government Lot 1, marked by a brass cap stamped RLS 974;

Thenece parallel to the West line of the Section, North 80° 07'21" East, 118.03 feet;

Thence in a Southeasterly direction on a curve to the right (radial bearing = South 50° 01°'02" West) having a central angle of
12° 44'09" and a radius of 233.31 feet, for an arc distance of 51.86 feet (chord = South 33" 36°33" East, 51.76 feef);

Thence South 27° 14'49" East, 79.53 feet;

Thence on a curve to the left (radial bearing = North 62° 45'11" East) having a central angle of 00° 31'29" (record = 04"
31°25") and a radius of 630.32 feet for an arc distance of 5.95 (record = 5.94 feet) feet (chord = South 27 30'31" East, 3.95
feet), to the South line of Government Lot |;

Thence along said South line North 89° 06'38" West (record = North 89° 06'33" West), 68.07 feet to the true point of
PARCEL 4:

A tract of land in Gevernmeat Lot 1 of Section 31, Township 58 North, Range 1 East of the Boise Meridian, Bonner County,
Idaho, being that property described in Instrument No. 495753 and more particularly described as follows:

Beginniug at a point on the South line of said Government Lot 1, which is South 89° 06'38"* East (record = South 89° 06'55"
East) 330.00 feet from the Southwest corner of Government Lot 1, marked by a brass cap staagmped RLS 974;

Thence parallel to the West line of the Section North 00° 67'21" East, 118.03 feet;

Thence on a curve to the left (radial bearing = South 50° 01'02"" West) having a central angle of 04° ¢1'30"' and a radius of
233.31 feet, for an arc distance of 16.39 feet (chord = North 41° 59'43"" West 16.39 feet)

Thence North 44° 00°28' West 23.17 feet to the Southeasterly right of way of the Lower Pack River Road;
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Thence along said right of way on a curve to the right (radial bearing = North 53° 09'38" West) having a central angle of 12°
32'30" and a radius of 275.00 feet, for an arc distance of 60.20 feet (chord = South 43° 06'37" West, 60.08 feet);

Thence leaving said right of way, South 44° 00'28"™ East, 20.15 feet;

Thence on a curve to the right having a central angle of 16° 45'40" and a radius of 173.31 feet, for an arc distance of 50.70 feet
{chord = South 35° 37'39" East 50.52 feet);

Thence South 27° 14'49" East, 53.38 feet to the true point of beginning
PARCEL 5:

A tract of land in Government Lot 2 of Section 31, Township 58 North, Range 1 East of the Boise Meridian, Bonner County.
Idaho. being that property described in Instrument No. 495753 and more particularly described as follows:

Beginning at 2 point on the West line of said Gevernment Lot 2 (West line of Section 31) which is South 00° 07'21" West,
200.00 feet from the Northwest corner of said Government Lot 2:

Thence parallel to the North line of Government Lot 2, South 89° 06'38" East (record = South 89° 06'55" East) 562.61 feet
(record = 562.58 feet);

Thence North 47° 03'53" West, 43.24 feet {record = 43.21 feet);

Thence on a curve to the right having a ceatral angle of 19° 1735 (record = 19 17°39") and a radius of §50.32 feet, for an arc
distance of 218.98 feet (chord = North 37 25'03" West 271.95 feet) to the North line of Government Lot 2;

Thence along said North line North 89° 06'38" West (record = North 89” 06'35" West) 68.07 feet;
Thence South 27° 14'49" East 26.15 feet;

Thence on a curve to the left having a central angle of 09° 49'00"" and a radius of 710.32 feet, for an arc distance of 121.70 feet
(chord = Seuth 32° 09'19"" East, 121.55 feet);

Thence South 80° 25'01"" West 412.81 feet (record = South §0° 24'50" West 412.82 feet) to the point of beginuing.
EXCEPTING from Parcels 1, 3. 4 and 5, the following two tracts:

Any portion encompassed by the Plat of GOLDEN TEE ESTATES PLANNED UNIT DEVELOPMENT (PHASE ONE),
according to the plat thereof, recorded in Book 6 of Plats, Page 108, records of Bonner County. Idaho.

AND any portion encompassed by the Plat of GOLDEN TEE ESTATES FIRST ADDITION,(PHASE TWO) according to the
plat thereof, recorded in Boak 6 of Plats, Page [14, records of Bonner County, Idahe.

PARCEL 6:

Block 5 in GOLDEN TEE ESTATES PLANNED UNIT DEVELOPMENT (PHASE ONE), according to the plat thereof.
recorded in Book § of Plats, Page 108. records of Bonner County, Idaho.

PARCEL 7:

The Clab House, and the Parking Lot in Block 12, as they are shown and depicted in GOLDEN TEES ESTATES FIRST
ADDITION (PHASE TWO), accordiag to the plat thereof, recorded in Book 6 of Plats, Page 114, records of Bonaer County.
[daho.

PARCEL 8:
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Maintenance Lot, Block 14, GOLDEN TEES ESTATES FIRST ADDITION (PHASE TWO) according tot he plat thereot,
recorded in Book 6 of Plats, Page 114, records of Boaner County, Idaho.

PARCEL 9:

Lot 2 Block 3 in GOLDEN TEES ESTATES PLANNED UNIT DEVELOPMENT (PHASE ONE), according to the
plat thereof, recorded in Book 6 of Plats. Page 108, records of Beuner County, Idaho.

PARCEL 10:

Lot 13, Block 13 and the Golf Course Area as shown and depicted in Bloek 12 of GOLDEN TEES ESTATES FIRST

ADDITION (PHASE TWO) according to the plat thereof, recorded in Book 6 of Plats, Page 114, records of Bonner County,
Idahe.

PARCEL 11:

Open space Lots shown as Lots | And § and Stormwater Lot, Block 4 and Stormwater Lot, Block 2 of GOLDEN TEE
ESTATES PLANNED UNIT DEVELOPMENT (PHASE ONE). according to the Plat thereof, recorded in Book 6 of Plats,
page 108, records of Bonner County, Idaho.

Open space Lots 1 and 4, Block 6 and open space Lot 1, Block 7, open space Lot 1, Block 9, GOLDEN TEE ESTATES (ST
ADDITION PLANNED UNIT DEVELOPMENT (PHASE TWO), according to the plat thereof, recorded in Book 6 of Plats,
Page 114, records of Bonner County, tdahe.

PARCEL 12:

Open space Lot 1, of Block 8, GOLDEN TEE ESTATES FIRST ADDI(TION PUD (PHASE TWO), according to the plat
thereof, recorded in Baok 6 of Plats, Page 114, records of Bonner County, Idaho

PARCEL 13:

Lot 1, Bloek 11 in GOLDEN TEES ESTATE FIRST ADDITION (PHASE TWO), according to the plat thereof, recorded in
Book 6 of Plats, Page 114, records of Bonner Coaunty. Idaho.

PARCEL 14:

All Private roads in GOLDEN TEE ESTATES PLANNED UNIT DEVELOPMENT (PHASE ONE), according to the plat
thereof, recorded in Book § of Plats. Page 108, records of Bonner County, Idahe.

PARCEL 15:

All private roads in GOLDEN TEES ESTATES FIRST ADDITION (PHASE TWQ). according to the plat thereof, recorded in
Bouk 6 of Plats, Page 114, records of Bonner County, Idaho.

SECTION B:

PARCEL {:

Lot 1 in Block 1 of the FIRST ADDITION TO HIDDEN LAKES, according to the plat thereof, recorded in Book 4 of Plats.
page 161, records of Bonner County, Idaho.

PARCEL 2:

Lots 2, 3, 4. 5 in Block 2 of the SECOND ADDITION TO HIDDEN LAKES SUBDIVISION, according to the piat thereof,
recorded in Book 5 of Plats, Page 38, records of Boaner Couaty, [daho.

Came 40mm a=
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PARCEL 3:

A tract of land in the East kaif of the Northeast guarter of the Southwest quarter and the Northwest quarter of the Southeast
quarter of Section 36, Township 58 North, Range 1 West of the Boise Meridian, Bouner County, Idaho, more particularly
described 1s follows:

Beginning at the Southeast corner of the East half of the Nartheast quarter of the Southwest quarter of said Section 36:
Thence along the South line of the East half of the Northeast quarter of the Scuthwest quarter, North 89° 36'27" West, 661.51
feet (record = North 89° 37'10"" Waest, 661.57 feet to the Southwest corner of the East half of the Northeast quarter of the
Southwest quarter;

Thence aloug the West line of the East half of the Northeast quarter of the Southwest quarter, North 00° 10’22’ East 856.43
feet (record = North 00° 09'25" East, 856.45 feet);

Thence North 89° 10'53" East,30.21 feet (record = East, 29.58 feet) to the Westerly right of way of Berry Drive (shown as
Olympic Drive on the Second Additiou Plat to Hidden Lakes);

Thence Southeasterly along said right of way the following six (6) courses:

1. on a non tangential curve fo the left (radial bearing = North §7° 39'13" East) having a central angle of 36° 44'06'' and a
radius of 131.00 feet for an arc distance of 83.99 feet (record = 84.54 feet) (chord = Soath 20° 42'50" East, 82.56 feet - record =
Seuth 20° 37'27" East, 83.08 feet):

2. thence South 39 04'53'' East, 419.67 feet (record = South 39° 06'43"" Last, 419.68 feet;

3. thence oa a carve to the left having a central angle of 11° 42'45" and a radius of 530.00 feet for an arc distance of 108.34
feet (chord = South 44° 56'16'" East, 108.15 feet - record = South 44° 58'08" East, 108.16 feet);

4. thence South 50" 47°39" East, 69.68 feet (record = South 50° 49'31" East, 69.68 feet);

5. themce on a curve to the right having a central angle of 23 42°51"" and a radius of 970.00 feet, for an arc distance of 401.47
feet (chord = South 38° 56't4'' East, 398.61 feet - record = South 38° 58'05" East 398.61 feet);

6. thence South 27° 04'48" East, 31.65 feet to the South line of the Northwest quarter of the Southeast quarter (record =
South 27" 06'40" East, 30.77 feet);

thence leaving said right of way North 89° 36'03" West, 60.37 feet (record = North 89" 37'09" West, 59.55 feet) to the point of
beginning.

PARCEL 4:

A tract of land lecated in a portiva of the Soathwest quarter of the Southeast quarter of Section 36, Township 58 North,
Range 1 West, Boise Meridian, Bonner County, Idahe, more particularly described as follows:

Beginning at the Northwest coruer of said Southwest quarter of the Southeast quarter of Section 36;

Thence South 89 36'03" East 60.37 feet (record = South 89° 37'09' East, 59.55 feet) to the Westerly right of way of Berry
Drive (shown as Otympic Drive on the Plat of the Second Addition to Hidden Lakes);

Theace along said right of way for the following four (4) courses:
1. South 27" 04'48"" East, 299.95 feet (record = South 27° 06’40 East, 300.83 feet);

2. North 62" 55'12" East, 60.00 feet (record = North 62° 33'20'" East, 60.00 feet);
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3. North 27° 04'48" West, 125.34 feet (record = North 27° 06'40" West, 125.34 feet):

4. theace on a curve to the right having a central angle of 79° 01'27" and a radius of 25.00 feet, for an arc distance of 34.48
fect (chord = North 12° 2555 East, 31.81 feet - record = North 12° 24'03" East, 31.81 feet) to a point on the Southerly right of
way of Fairway View Drive, 2s shown on the Plat of First Addition to Hidden Lakes;

thence alang said right of way for the following eight (8) courses:

1. North 51° 56'39"" East, 74.67 feet (record = North 51° 54'47" East, 74.67 feet);

2. thence on a curve to the right having a central angle of 99° 26'33" and a radius of 70.00 feet, for an arc distance of 121.49
feet (chord = South 78° 20'05" East, 106.81 feet - record = South 78° 21'57" East, 106.81 feet);

3. thence South 28° 36'48" East, 154.03 feet (record = South 28° 38'40" East, 154.03 feet);

4. thence on a curve to the right having a central angle of 33° 4127 and a radius of 90.06 feet for an arc distance of 87.48 feet
{(chord = South 00° 46'05" East, 84.08 feet - record = South 00° 4736 East, 84.08 feet);

5. theace South 27 04'39" West, 170.14 feet;

6. thencc ou a curve to the right having a central angle of 71° 37'11" and a radius of 60.0 feet, for an arc distance of 75.00 feet
(chord = South 08 43'57" East, 70.21 feet);

7. thence South 44° 32'32" East, 50.94 feet;

8. thence on a curve to the right having 2 central angle of 69° 10'16" and a radius of 25.00 feet, for an arc distunce of 30.18
feet (chord = Soath 09° 57°24" East, 28.38 feet - record = South 11° 23'51" East, 30.18 feet) to a point on the West right of way
of Lower Pack River Road:

thence Southerly along said right of way for the following four (4) courses:

1. on a non tangential curve to the right having a central zngle of 04° 15'19" and a radius of 1180.00 feet for an arc distance of
87.69 feet (chord = South 22° 30'38" West, 87,67 feet);

2. thence South 20° 22'44" West, 114.57 feet;

3. thence on a curve to the left having a central angle of 22° 29'50" and a radius of 502.65 feet, for an arc distance of 197.36
feet (chord = South 09° 07'49" West, 196.10 feet)

4. thence South 02° 07'06" East, 157.81 feet to the Northerly right of way of State Highway No. 200;

thence along the highway right of way, South 77° 42'28" West, 72.14 feet (record = Soath 78° 15'06"" West, 71.11 feet);

thence continuing along the Highway right of way, South 69° 44'57" West, 262.22 feet (record = South 69° 43'16" West, 261.63
feet) to the West line of the Southwest quarter of the Southeast quarter of said Section 36;

thence along the West line of the Southwest quarter of the Southeast quarter, North 00° 08'19" East, 1223.36 feet {record =
North 00° 07'13" East, 1223.17 feet) to the point of beginning,

BARCEL 5:

That portion of the Southeast quarter of the Northeast quarter of Section 36, Township 58 North, Range 1 West of the Boise
Meridian, Bonner County, idahe, lying West of the Lower Pack Rjver Road.

¢

EXCEPT the First Addition to Hidden Lakes Subdivision, according to the plat thereof. recorded in Book 4 of Plats, Puage 161,
records of Bonner County, Idaho.

Form 4170.8R
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SECTION C:

All that portion of the Southeast Quarter in Section 36, Township 58 North, Range 1 West, Boise Meridian, Bonner County,
Idaho, lying Seuth of State Highway 200; and all that portion of Gevernment Lot 4 in Section 31, Township 58 North, Range 1
East, Boise Meridian, Bonner County, Idaho, lying South of State Highway 200;

LESS the following described property:

A tract of land in the Southeast quarter of Section 36, Township 58 Narth, Range 1 West of the Boise Meridian, Bonner
County, Idaho, being that property described in Instrument No. 92981, records of Bonner County, Idahe and more
particularly deseribed as follows:

Commeucing at the Southeast corner of said Section 36;

Thence along the East line of Section 36, North 00° 08'06" East, 460.00 feet;

Thence perpendicular to the East line of the Section, North 89° 51'54"" West, 568.00 feet to the true point of beginning;

Thence South 47° 08'06™ West, 250.00 feet;

Thence South 42° 51'54" East, 348.50 feet;

Thence North 47° 48'06'' East, 250.00 feet;

Thence North 42° 51'54° West, 348.50 feet to the true point of beginning.

AND

All that portion of Government Lots 2, 3. 4, 5, 6, 7, 8 and 9; the Southwest quarter of the Northeast quarter; and the South
half of the Northwest quarter of Section 2, Township 57 North, Range 1 West of the Boise Meridian, Bonner County, Idaho,
lying South of State Highway No. 200 and lying North and East of the Northern Pacific Railroad (now Moutana Rail Link}

right of way.

LESS that portion of Section 2, Township 57 North, Range 1 West of the Boise Meridian, Bouaer County, Idaho; being that
property described in Instrument No. 392059 and more particularly described as follows:

Beginning at a right of way monument on the South right of way of State Highway No. 200, from which the Northwest corner
of said Section 2 bears North 25° 34'43" West, 798.00 feet {record = North 26° 28’08’ West, 798.11 feet;

Thence along the South right of way of the Highway, North 68° 35'39" East, 266.10 feet;

Thence continuing along the Highway right of way, on a curve to the e left (radial bearing = North 14° 03'28" West) having a
central angle of 00* 08'55" and a radius of 5799.58 feet for an arc distance of 15.03 feet (chord = North 75° 52'05" East, 15.03
teet - total distance along right of way from point of beginning = 281.13 feet - record = 281.13 feet);

thence leaving said right of way South 00° 04'10” West, 725.53 feet;

Thence North 89° 14°'40" West, 330.00 feet;

Theunce North 00° 03'26" West 607.20 feet, to the Southerly right of way of State Highway No. 200;

Thence along said right of way North 79° 11°55" East, 70.38 feet to the true point of beginning.
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LESS a tract of land located in Section 36, Township 58 North, Range 1 West and Section 2, Towuship 57 North, Range 1
West of the Boise Meridian, Bonner Coanty, Idaho; being a portioa of that property described in Instrument No. 464572 and
more particularly described as follows:

Beginning at a point that is North 80° 05'57"" East 386.02 feet from the South quarter of said Section 36, said point also being
at the intersection of the South right of way of State Highway No. 200 and the East right of way of the Old County Road;

Thence South 03° 14’00 East along the East right of way of the Old County Road, 171.80 feet;

Thence continuing South 14° 35'50" East along said East right of way, 254,70 feet to the intersection with the North right of
way of Old Highway 200 (FAP No. 95F);

Thence North 72° 38'24" East along said North right of way, 372.48 feet;

Thence continuing along said North right of way, North 72" 58'33" East, 336.00 feet to the intersection with the West high
bank of Dry Creek;

Thence Northeasterly along said West high baak, a distance of 578 feet. more or less, to the intersection with the South right of
way of State Highway No. 200;

Thence Westerly along said South right of way the following six (6) courses:
!. around a curve to the left with a radius of 2643.37 feet, a distance of 48.44 feet (chord = South 88° 02'31" West, 48.43 feet):
2. North 79° 07'32" West, 100.50 feet;

3, around a curve to the left with a radius of 2668.37 feet for a distance of 247.30 feet (chord = South §2* S4°00" West, 247.24
feet);

4. along a spiral curve (South = 02° 12'18"), a distance of 207.68 feet (chord = South 70°27'{2" West, 207.67 feet);

5. South 69° 43'21" West, 328.60 feet;

6. South 61° 11'30"" West, 119.79 feet to the point of beginning.

TOGETHER WITH any portion of the old highway right of way abandonment described in that certain Quitclaim Deed,
executed by the State of Idahe, as Instrument No. 696025 and recorded on January 11, 2006, and lying within the bounds of
the above deseribed property.

AND

Government Lots 5, 9, 10 and 11; the Southeast quarter of the Northwest quarter; the East half of the Southwest quarter; and
Government Lot 6, all in Section 6, Township 57 North, Range 1 East of the Boise Meridian, Bouner County, Idaho.

LESS that property described in Instrument Neo. 22533, records of Bonner County, Idahe, and described as follows:

Beginniug at the North quarter corner of said Section 6, Township 57 North, Range 1 East of the Boise Meridian, Bouner
County, Idaho;

Thence South 1669.70 feet to Pack River and the True Point of Beginning;
Thence South 66” 47" West, 203 feet;
Thence South 69° 54' West 163.3 feet:

Thence South 79° 56’ West, 242.5 feet;
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Thence Scuth 01° 11" East, 146 feet;

Thence South 25° 18' East, 118.20 feet;

Thence South 34° 29' East, 137.2 {eet;

Thence South 68° 10' East, 267.1 feet;

Thence North 335.6 feet to a point 1669.7 feet South of the North quarter coruer of Section 6.

LESS a tract of land in Government Lot 6 and the Southeast quarter of the Northwest quarter of Sectien 6, Township 57
North, Range 1 East of the Boise Meridian, Bonner County, Idabe, being that property identified as Traet No. Q-1755-2 in

Instrumeat No. 42975 and more particularly described as follows:

Beginning at a point on the Southerly right of way of State Highway No. 200 which is South 53° 03'21"" East, 2460.29 fect from
the Northwest corner of said Section 6 (record = South 55° 14" East, 2451.3);

Theace South 14° 53'G0"' East, 223.22 feet (record);
Thence South 04° 43’00 East, 640.00 feet (record);
Thence South 39" 48'00*' East, 430.00 feet (record);

Thence South 30° 28'00" East, 387.49 feet (record = 500 feet plus or minus) to the East line of the Southeast quarter of the
Northwest quarter of said Section 6.

TOGETHER WITH any portion of the Old Highway right of way abandoaoment described in that certain Quitclaim Deed,
executed by the State of Idahe, as Instrument No. 696025 and recorded on January 11, 2006, lying within the beunds of the
above described property

SECTION D:
PARCEL 1:

That portion of the Southwest quarter of the Southwest quarter of Section 16, Township 37 North, Range 1 East, Boise
Meridian, lying West of the State Highway Ne. 200 right of way and East of the Northern Pacific Railway right of way; and
lying North of the North line of the following described fract:

Beginning at a point where the Section line between Sections 16 and 21, Township 57 North, Range 1 West, Boise Meridian,
interseets the State Highway on the Westerly side as it now exists;

thence in a Northwesterly direction along the Westerly side of said Highway, 732 feet;

thence in a Southwesterly direction, 97 feet;

thence in a Southeasterly directionr, 672 feet to the Section line between Sections 16 and 21;

thence East on said Section line between said Sections 16 and 21, 104.25 feet, more or less, to the place of beginning.

SAID parcel is now described as follows:

A tract of land situated in the Scuthwest quarter of the Southwest quarter of Section 16, Township 57 North, Range { East of

the Boise Meridian, Bonner County, [dahe. lying Southwest of the right of way of State Highway No.200 and Northeast of the

right of way of Montana Rail Link Railway: being a portiou of that property described as Parcel 1 of Instrument No. 168846
and more particularly described as follows:

Crvmn 4inA 80 R I
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Commencing at the intersection of the Seuth liue of the Southwest quarter of the Southwest quarter of Section 16 and the
Northeasterty right of way of Montana Rail Link Railway which is South 88° 10'56" East, 944.95 feet from the Southwest
corner of Section 16;

Thence leaving said South line and along said right of way North 23° 38'39"" West, 672.00 feet to the true point of begin:ing;

Thence continuing aleng said right of way North 23° 38'59" West, 786.99 feet (o the intersection with the North line « f the
Southwest quarter of the Southwest quarter;

Thence leaving said right of way and along said North line South 88" 43'23" East, 241.38 feet to the Westerly right of way o¢
State Highway Ne. 200;

Thence leaving said North line and along said right of way the following four (4) courses:

on a non-tangential curve to the right having a central angle of 917 19'23" (radial bearing = South 73° 15'16" West), a radius
of 768.50 feet, for an arc length of 17.75 feet (chord = South 16° 06'41" East, 17.75 feet);

Theace along a line offset 50.00 feet Westerly of and parallel to a spiral curve (centerline Is = 200 feet, a =3.5,8=7") for a
chord of South 10 43'01' East 193.87 feet);

Thence South 08" 25'19'' East, 86.06 feet:

Thence on a curve to the left having a central angle of 13" 56'48", a radius of 1482.53 feet, for an arc length of 360.87 feet
{chord = Senth 15° 23'43" East, 359.98 feet);

Thence leaving said right of way South 44° 37'10" West, 106,45 feet (record = "Southwesterly 97 feet’") to the true point of
beginning.

PARCEL 2:

That part of the Southwest quarter of the Southwest quarter in Section 16, Township 57 North, Raage 1 East of the Boise
Meridian, lying South and West of the Burlington Nerthern Inc. Railway right of way and Government Lot 5 in Section 17,
Township 57 North, Range 1 East, of the Boise Meridian, save and excepting therefrom:

The South 350 feet of Government Lot 5 in said Section 17, and also that part of the Southwest quarter of the Southwest
quarter in said Section 16 lying Westerly of said Burlington Northern Inc. right of way as now in use and described as follows:

Beginning at the Southwest corner of said Section 16;

thence North aleng the West Section line 350 feet;

thence East to the centerline of Trestle Creek;

thence Southeasterty along said centerline to the South line of Section 16;

thence West along the Section line 720 feet, more or less, to the point of beginning.

SAID parcel is now described as follows:

A tract of land situated in the Southwest quarter of the Southwest quarter of Section 16, lying Southwest of Montana Rail
Link Railroad right of way and Goversment Lot 5 of Section 17, all in Township 57 North, Range 1 East of the Boise

Meridian, Bonner County, Idaho: being a portion of that property described as Parcel 2 of Instrument No. 168846 and more
particularly described as follows:

Form 410028
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Beginning at the intersection of the Seuth line of the Southwest quarter of the Southwest quarter of Section 16 and the
Southwesterly right of way of Montana Rail Link Railway which is South §8° 10'56" East, 834.19 feet from the Scuthwest
corner of Section 16

Thence leaving said South line and along said right of way North 23° 38'59" West, 1457.84 feet to the intersection with the
North line of the Southwest quarter of the Southwest quarter;

Thence leaving said right of way and along the North line of the Southwest quarter of the Southwest quarter, North 88° 43'23"
West, 243.71 feet to the Northwest corner of the Southwest quarter of the Southwest quarter;

Thence along the North line of Government Lot 5 in Section 17, North 89° 23'45" West, 1223.84 feet to the meander line of
Lake Pend Oreille, as defined by the original GLO Survey;

Thence leaving said North line and along said meander line the following two (2) course:
South 52° 55'48"" East, 561.00 feet;

Thence South 37° 55'48" East, 798.96 feet to a point on a line lying 350.00 feet North of and parallel to the South line of the
Southwest quarter of the Southwest quarter of Scetion 16:

Thence along said parallel line, South 88° 10'56" Last, 281.27 feet to the West line of the said Southwest guarter of ‘the
Southwest quarter;

Thence continuing South 88° 10'56'* East, 159.02 feet to the intersection with the centerline of Trestle Creek;
Thence along the centerline of Trestle Creek the following eight (8) courses:

South 52° 54'34" East, 63.58 feet;

Thence South 44° 37'26" East, 117.83 feet;

Thence South 42° 08'45'* East, 77.28 feet;

Thence South 89° 05'07"" East, 145.49 feet;

Thence South 353” 15'32" East, 86.34 feet;

Thence South 46° 56’31 East, 113.98 feet;

Thence South 75° 43'10" East, 58.83 feet;

Thence South 37" 48'28° East, 27.37 feet to the intersection with the South line of the Southwest quarter of the Southwest
quarter;

Theuce leaving said creek centerline and along said South line South 88° 10°56" East, 116.80 feet to the true paint of
beginning.

PARCEL 3:

A portion of the Northeast quarter of the Northwest quarter aud Government Lot 1 of Section 21, Township 57 North, Range
1 East, Baise Meridian, Bonner County, Idaho, described as follows:

Beginning at a point where the South line of the Northeast quarter of the Northwest quarter of Section 21, Township 57

North, Range 1 East of the Boise Meridian, Bonner County, Idaho, intersects the West line of the Northern Pacific Railroad
Company right of way;
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thence 600 feet Northerly along said railroad right of way;

thence West to the meander line of lake;

thence 600 feet Southerly to the South line of Lot 1 of said Section 21;
thence East to the Point of Beginning.

SAID parcel is now described as follows:

A tract of land situated in the Northeast quarter of the Northwest quarter and Goverament Lot 1 of Section 21, Towaship 57
North, Range 1 East of the Boise Meridian, Bonner County, Idaho, more particularly described as follows:

Beginning at the intersection of the South line of the Northeast quarter of the Northwest quarter of Section 21 and the
Westerly right of way of Montana Rail Link Raijlroad which is South 88° 55'48" East, 139.54 feet from the Southwest coraer
of said Northeast quarter of the Northwest quarter;

Thence leaving said South line and along said right of way the following two (2) courses:

Ou a non-tangential curve to the left having a central angle of 10° 44'25" (radial bearing = South 65 01°49" West) a radius of
2664.79 feet, for an arc length of 499.53 feet (chord = North 30° 20°24"" West, 498.80 feet);

Thence North 23° 10°'12" West, 100.47 feef;

Thence leaving said right of way and paraliel to the South line of Government Lot 1, North 88° 55'48" West,936.05 feet to the
meander line of Lake Pend Oreille as defined in the original GLO Survey;

Thence along said meander line the following two (2) courses:

South 14° 25'48"" East. 271.54 feet;

Thence South 46° 40°48" East, 378.00 fect to the intersection with the South line of Government Lot 1;

Thence along said South line South line South 88° 55'48" East, 748.52 feet to the Southeast corner of Government Lot 1:

Thence along the South line of the Northeast quarter of the Northwest quarter, South 88° 5§5'48" East, 139.54 feet to the true
point of beginning.

Form 4100-8A
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Loan No. P0099
NOTE SECURED BY MORTGAGE

$21,200,000.00 March 6, 2007

In installments as herein stated, for value received, the undersigned, jointly and severally, promise to
pay to R.E. LOANS, LLC, a California limited liability company, or order (“Lender™), at 20!
Lafayette Circle, 2nd Floor, Lafayette CA 94549, or such other place as may be designated by Lender
in writing, the principal sum of TWENTY ONE MILLION TWO HUNDRED THOUSAND
DOLLARS AND NO/100 CENTS ($21,200,000.00), plus interest on the unpaid principal balance
outstanding from time to time. On the first day of each calendar month during the term of this Note,
the undersigned shall pay Lender a MONTHLY INSTALIMENT payment of interest equal to the
interest which accrued during the preceding calendar month on the principal balance of this Note
ouistanding during such preceding calendar month. On the MATURITY DATE all unpaid principal
and any accrued interest or other charges shall be due and payable in full.

The interest rate {0 be charged by Lender for the term of this Note shall be TWELVE per cent (12%)
per annum, predicated upon a 360 day year.

This Note is for a term of twenty-four (24) full calendar months (plus the first partial month, if any)
following the date of recordation of the deed of trust or mortgage securing this Note. The
“"MATURITY DATE” of this Note is the last day of the term.

The “MONTHLY INSTALLMENT” payment for the term of this Note shall be an amount equal to ]

interest only on the funded and outstanding principal balance of this Note from time to time.

LOAN FEE: The undersigned agrees to pay to BAR K, INC. a fee of $73,950.00 at the time this
loan originally funds, plus potentially an additional fee of $741,050.00 in accordance with the
provisions of the Loan Agreement between the parties. This $73,950.00 fee shall be deducted from
the proceeds of the loan at the time of funding by Lender, and paid by Lender directly to BARK,
INC. These fees will not be credited as payments towards principal, interest, or other amounts due
under this Note.

BALLOON PAYMENT: This Note is payable in full on the MATURITY DATE. The payments
required under this Note are not sufficient in amount to reduce the principal to zero on the
MATURITY DATE, therefore, on the MATURITY DATE there will be a balloon payment equal to
the unpaid principal plus all accrued and unpaid interest and other charges. THE UNDERSIGNED
ACKNOWLEDGES AND AGREES THAT LENDER IS NOT OBLIGATED TO REFINANCE
THE LOAN EVIDENCED BY THIS NOTE.

PREPAYMENT: This Note may be prepaid in whole or in part at any timé and from time to time
without premium or penalty.

LATE CHARGE: If any sum, except a balloon payment, due hereunder is delinquent more than 10
days, the undersigned shall pay a late charge on each such sum of 10% of the delinquent amount. If

NOTE #P0099 (3-6-07)#2 Page 1 of 4
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any balloon payment (defined as a payment which is more than double the regular MONTHLY
INSTALLMENT) is delinquent more than 10 days, then for each month that the balloon payment
remains unpaid the undersigned shall pay a monthly late charge equal to the late charge which could
be assessed on the largest regular MONTHLY INSTALLMENT due under this Note. All late
charges are to be paid immediately upon demand.

UNPAID CHECKS: If any check given to Lender is returned by the bank unpaid, the undersigned
shall pay an unpaid check charge of $25.00. This amount is in addition to any late charge or default
interest which may be applicable. If, during the term of this Note, two or more checks are returned
by the bank unpaid, at any time thereafter Lender can require that all future payments be by cashier’s
check.

DUE ON SALE OR ENCUMBRANCE: This Note is secured by a MORTGAGE
ASSIGNMENT OF RENTS, SECURITY AGREEMENT, AND FIXTURE FILING which
contains the following provision, the terms of which are incorporated herein by this reference:
“Mortgagor shall not transfer the Property without the prior written consent of Mortgagee,
which consent may be withheld in Mortgagee's sole discretion. Consent to oene transfer shall
not be deemed to be a waiver of the right to require consent to other transfers. Except for a
transfer resulting in a partial reconveyance of this Mortgage if the Note, any Loan Agreement
between Mortgagor and Mortgagee, or this Mortgage has a partial release clause, if Mortgagor
transfers the Property or any portion thereof, or any interest therein, without first obtaining
the written consent of Mortgagee, all indebtedness secured by this Mortgage shall, at the
option of Mortgagee and without notice or demand, become immediately due and payable. As
used herein, transfer includes, but is not limited to, the sale, option to sell, contract to sell,
convey, encumber, mortgage (including encumber by a mortgage), pledge, hypothecate, or
lease with option to purchase of the Property, or any portion thereof, or any interest therein,
whether voluntary, involuntary, by operation of law, or otherwise, or the transfer of more than
a 50% interest of Mortgagor if Mortgagor is anything other than a natural person.”

APPLICATION OF PAYMENT; COSTS OF COLLECTION: Each payment and each
prepayment (if any) on this Note shall be credited first to interest or other charges then due and
payable to Lender and the remainder to principal, and interest shall thereupon cease upon the
principal so credited. All costs, expenses, advances and/or attorney’s fees incurred by Lender relating
to this Note or the deed of trust, mortgage, or security agreement securing this Note shall be
immediately owed by the undersigned to Lender. All such advances, expenses, and/or attorney’s fees
(which attorney’s fees are related to the enforcement or collection, but not the preparation or
negotiation, of this Note) shall accrue interest at the rate stated in this Note from the date incurred
until paid. If any amounts which are payable under this Note are not paid when due, the
undersigned promises to pay, in addition to the principal and interest due under this Note, all costs of
collection and any reasonable attorney's fees incurred by the Lender, whether or not suit is filed or
foreclosure is commenced.

MISCELLANEOUS: A failure of the undersigned to fulfill any of the obligations contained in this
Note, the deed of trust, mortgage, or security agreement securing this Note, any loan agreement
between the parties, or any other agreement between the parties, shall also be deemed a default under
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the provisions of this Note. Upon default under the provisions of this Note, Lender may declare the
outstanding principal amount of this Note and the interest accrued thereon, and all other sums
secured by the deed of trust, mortgage, or security agreement to be due and payable immediately, and
upon such declaration such principal and interest and other sums shall immediately become and be
due and payable without demand or notice. Principal and interest is payable in lawful money of the
United States of America. As an inducement to cause Lender to make this loan, the undersigned
represents that the undersigned has the financial ability to make the payments stated herein. The
undersigned consents to all renewals, replacements, and extensions of time for payment hereof and
watves notice, dernand, protest and any applicable statute of limitations. Liability under this Note and
any deed of trust, mortgage, or security agreement relating to this Note shall be joint and several.
This Note shall inure to the benefit of and be binding on the parties hereto and their respective heirs,
personal representatives, successors, and assigns. This Note shall be governed by and construed in
accordance with the laws of the state in which the real property encumbered by the deed of trust or
mortgage securing this Note is located (without regard to any conflict of laws or principles) and the
applicable laws of the United States of America,

COMPOUNDING: Any interest or other charge which becomes due under this Note or the deed
of trust, mortgage, or security agreement securing this Note which remains due for more than one
mouth shall accrue interest as of the date the interest or other charge was otherwise due at the
same rate and upon the same terms as the principal under this Note.

RECOURSE OTHER THAN SECURITY: This Note shall be non-recourse against the
undersigned, meaning that Lender shall not seek to obtain a deficiency judgment against the
undersigned in the event that the proceeds resulting from the foreclosure of any deed of trust,
mortgage, or security agreement relating to this Note are inadequate to pay off this Note and all
related indebtedness of the undersigned to Lender. Notwithstanding the generality of the
foregoing, the undersigned shall be fully liable to Lender for waste, or damages suffered by
Lender as a result of fraud by the undersigned in connection with the delivery of this Note, or
fraud in the performance of the undersigned’s obligations under this Note or any deed of trust,
mortgage, or security agreement relating to this Note. Nothing contained herein shall prejudice
the right of Lender to foreclose any deed of trust, mortgage, or security agreement relating to this
Note or to recover () any rents, issnes, or profits under the provisions of any deed of trust,
mortgage, or security agreement relating to this Note, (b) any tenant security deposits, advance or
prepaxd rents or other similar surs paid to or held by the undersigned or any other person, (¢) any
insurance proceeds or awards resulting from condemnation or the exercise of the power of
eminent domain, and (d) any attomey’s fees or court costs incurrsd by Lender. Nothing
contained herein shall in any manner or way constitute or be deemed to be a release or
impairment of the indebtedness evidenced by this Note or otherwise affect or impair the
enforceability of this Note or the deed of trust, mortgage, or security agreement relating to this
Note.

DEFAULT INTEREST RATE: If this Note or the deed of trust, mortgage, or security
agreement securing this Note is in default for more than one month, then the interest rate on this

Note during the period of such default shall be automatically increased, effective as of the date of
default and continuing until the default is cured, to an amount equal to the interest rate stated on
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the first page of this Note plus five percent (5%).

SECURITY: This Note is secured by one or more deeds of trust, mortgages, or security
agreements of even date.

THE UNDERSIGNED ACKNOWLEDGE(S) AND UNCONDITIONALLY
AGREE(S) THAT THE WRITTEN AGREEMENTS AND DOCUMENTS
PREPARED BY LENDER AND EXECUTED BY BORROWER(S) AND
LENDER REPRESENT THE FINAL AGREEMENT BETWEEN THE
PARTIES. THE WRITTEN LOAN DOCUMENTS MAY NOT BE
CONTRADICTED BY ANY PRIOR, CONTEMPORANEOUS, OR
SUBSEQUENT ORAL AGREEMENTS OF THE PARTIES. THERE ARE NO
UNWRITTEN OR ORAL AGREEMENTS BETWEEN THE PARTIES, NOR
'CAN ANY UNWRITTEN OR ORAL AGREEMENTS BE MADE IN THE
FUTURE.

Pend Oreille Bonner Development, LLC, a
Nevada limited lability company

BY: Pend, Oreille BQWent HBldings,Inc.
By: AL :

Charles W. Reeves
Tis: President
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ALLONGE

Pay to the order of Wells Fargo Foothill, LLC, without recourse.

R.E. LOANS, LLC,
a California limited liability company

By: B-4 Partners LLC,

a California limited liability company,
its Manager

By: U\B

Title:

Name: { p( &Tw !%6”
TAAY%
) Q

Date: ,[foﬁ‘ gg dm;z

SANF1\374069.1

358171-11

1961



o

SANDPOINT TITLE mswimcs ‘

LN

o

FILED BY
WHEN RECORDED MAIL TO A0 WARLS P Y 30
BAR K, INC. M?J] 50
201 LAFAYETTE CIRCLE MARIE stoTT
2nd FLOOR BONNER COUNTY RECOROER
LAFAYETTE CA 94549 ~948929 = peputy

724834

Loan No. P0099

; SPACE ABOVE THIS LINE FOR RECORDER'S USE
49014 A&

MORTGAGE
Assignment of Rents, Security Agreement, and Fixture Filing

This “Mortgage” is dated as of March 6, 2007.

The “Mortgagor” under this Mortgage is Pend Oreille Bonner Development, LLC, a
Nevada limited liability company.

The Mortgagor’s address for notice is 6900 South McLarran Blvd, Suite 1010, Reno,
Nevada 89509,

The “Mortgagee” under this Mortgage is R.E. LOANS, LLC, a California limited
liability company.

Mortgagor has contracted to borrow from Mortgagee the principal sum of Twenty One
Million Two Hundred Thousand Dollars ($21,200,000) and is indebted to Mortgagee for
so much of said loan as Mortgagee shall disburse to Mortgagor from time to time. This
debt is evidenced by a NOTE SECURED BY MORTGAGE of even date herewith, with
a maturity date on the date that that is the last day of the twenty-fourth (24th) full

calendar month (plus the first partial month, if any) following the date of recordation of
this Mortgage (the “Maturity Date™).

This Mortgage is intended also as a fixture, minerals, and timber filing and is to be
indexed as such in the real estate records.
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This Mortgage is dated as the day and year first set forth on page 1 hereof by
Mortgagor to Mortgagee, and it shall be effective and binding upon recordation.

WITNESSETH:

Mortgagor has executed a2 Note Secured by Mortgage (“Note™) of even date
herewith in favor of Mortgagee. The principal amount under the Note is Twenty One
Million Two Hundred Thousand Dollars ($21,200,000.00). The advancement of the
principal amount by Mortgagee to Mortgagor is herein referred to as the “Loan.”
Interest on the principal accrues at the rate of twelve percent (12%) per annum, with all
principal and accrued and unpaid interest being due in full on the Maturity Date.

In consideration of the foregoing, and for other good and valuable consideration,
the receipt and sufficiency of which are hereby acknowledged, Mortgagor,
acknowledging the benefits to them of the Loan, hereby irrevocably GRANTS,
BARGAINS, SELLS and CONVEYS unto Mortgagee and Mortgagee’s respective heirs
and assigns, with right of entry and possession, all of Mortgagor’s present and hereafter
acquired estate, right, title and interest in, to and under all real and personal property of
Mortgagor located in Bonner County, Idaho now owned or hereinafter acquired,
including, without limitation, that property more specifically identified in EXHIBIT A
of this Mortgage (the “Premises™).

Mortgagor further grants and assigns unto Mortgagee, and Mortgagee’s respective
heirs and assigns, a first lien and security interest in and to the all of Mortgagor’s rights,
title, and interest in the Premises and property and property rights appurtenant to,
located on, existing in conjunction with the Premises (the “Mortgaged Property”™)

including:

A. All and singular the easements, rights-of-way, water rights or every
kind and nature (including but not limited to claims, decrees, applications, permits,
licenses, storage rights, ditches and ditch rights, riparian and littoral rights), rights to
timber to be cut, minerals and mineral rights, rights of use or occupancy, privileges,
franchises, tenements, appendages, hereditaments and appurtenances and all other rights
thereunto belonging or in any way appertaining, and all of the estate, right, title,
interest, claim and demand whatsoever of Mortgagor therein or thereto, either at law or
in equity, in possession or in expectancy, now or hereafter acquired, and

B. All fixtures, structures, buildings and improvements of every kind and
description now or at any time hereafter located on the Premises (hereinafter referred to
as the “Improvements™), including but not limited to all fences, sheds, barns, out
buildings, corrals and animal chutes, fixed irrigation equipment and pumps, wells, and
any additions to, substitutions for, changes in or replacements of the whole or any part
thereof, now or at any time hereafter affixed to, attached to, placed upon or used in any
way in connection with the use, enjoyment, occupancy or operation of the Premises or

any portion thereof; and
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C. All right, title and interest of Mortgagor in and to all streets, railways,
roads, and public places, opened or proposed, and all easements and rights-of-way,
public or private, tenements, hereditaments, rights and appurtenances, now or hereafter
used in connection with, belonging or appertaining to, the Premises; and

D. All of the royalties, issues, profits, revenue, income and other benefits
of the Premises, or arising from the use or enjoyment of all or any portion thereof or
from any lease or agreement pertaining thereto (collectively the “Profits™), and all right,
title and interest of Mortgagor in and to all leases (“Leases™) of the Premises now or
hereafter entered into with all right, title and interest of Mortgagor thereunder; subject
to, however, the provisions contained in Section 1.9 hereof;

E. All plans, specifications, drawings, engineering or similar studies or
calculations, tests, surveys, designs, or related materials pertaining to the Premises;

F. All entitlements, permits, approvals, pending applications, rights to
utilize or hook up to utilities, or agreements relating to the use or development of the

Premises;

G. All agreements (including agreements relating to washers, dryers, and
vending machines), contracts, escrows, escrow deposits, and other arrangements, now or
hereafter entered into, respecting or pertaining to the use, occupation, construction,
management or operation of the Premises;

H. All tradenames, trademarks, service marks, logos, copyrights, goodwill,
books, and records and all other general intangibles relating to or used in connection
with the operation of the Premises;

I. All accounts, accounts receivable, books, records, documents,
instruments, chattel paper, claims, warranties, general intangibles, deposit accounts,

actions, claims, suits, judgments, proofs of claim in bankruptcy, and causes of action
which now or hereafter relate to, are derived from, or are used in connection with the

Premises or any personalty related to the Premises;

J. All proceeds (including claims and demands therefor) of the
conversion, voluntary or involuntary, of any of the foregoing into cash or liquidated
claims, including, without limitation, proceeds of insurance and condemnation awards;

and

K. All unsold memberships in any golf, ski, boating, hunting, or other
similar organization servicing the owners, occupants, guests, or invitees at the Premises.

TO HAVE AND TO HOLD the Mortgaged Property for the purposes and uses
herein expressed and FOR THE PURPOSE OF SECURING, in such order of priority as

Mortgagee may elect:

MORTGAGE #P0099 (3-6-07) Page 3 of 17

1964




1. Payment of the aggregate of the unpaid principal balance of the Note, all
interest accrued and accruing thereon, and all other charges under the Note and any and

all modifications, extensions or renewals thereof.

2. Due, prompt, and complete observance, performance, and discharge of all
obligations of the Mortgagor under this Mortgage and any and all modifications,
extensions or renewals of this Mortgage.

3. Due, prompt, and complete observance, performance, and discharge of all
obligations of the Mortgagor under any other Mortgage, Security Agreement , Fixture
Filing, Loan Agreement, or other instrument given to further secure or evidence the
indebtedness ander the Note, and any and all modifications, extensions or renewals

thereof (the “Other Mortgages”).

The foregoing obligations are referred to herein as the “Secured Obligations.”
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ARTICLE 1.

COVENANTS OF MORTGAGOR
Mortgagor covenants, warrants and agrees to and with Mortgagee as follows:

1.1 Mortgagor will pay the principal and all other sums becoming due with
respect to the Note at the time and place and in the manner specified in the Note,

according to the terms thereof.

1.2 Mortgagor has good and marketable title to the Mortgaged Property subject
to no lien, charge or encumbrance except for the lien of this Mortgage and those
exceptions set forth in the commitments for title insurance and policies of title insurance
provided for herein; this Mortgage is and will remain a valid and enforceable first lien
on the Mortgaged Property. Mortgagor has lawful authority to grant, assign, transfer
and mortgage its interest in the Mortgaged Property in the manner and form hereby done
or intended. Mortgagor will preserve its interest in and title to the Mortgaged Property
and will forever warrant and defend the same to Mortgagee and will forever warrant and
defend the validity and priority of the lien hereof against the claims of all persons and
parties whomsoever, unless Mortgagor provides prior written consent to subordination
of its priority. Mortgagor shall promptly and completely observe, perform and discharge
each and every obligation, covenant and agreement affecting the Mortgaged Property
whether the same is prior and superior or subject and subordinate thereto.

1.3
(a) Mortgagor will, at its own cost and without expense to Mortgagee,

do, execute, acknowledge and deliver all and every such further acts, deeds, transfers
and assurances as Mortgagee shall from time to time reasonably require for the better
assuring, conveying, assigning, transferring and confirming unto Mortgagee the property
and rights hereby conveyed or assigned or intended now or hereafter so to be, or which
Mortgagor may be or may hereafter become bound to convey or assign to Mortgagee, or
for carrying out the intention or facilitating the performance of the terms of this
Mortgage, or for filing, registering or recording this Mortgage and, on demand,
Mortgagor will execute and deliver, and after the occurrence and during the continuance
of an Event of Default hereby authorizes Mortgagee to execute to the extent Mortgagor
may lawfully do so, one or more financing statements or comparable security
instruments to evidence more effectively the lien hereof upon the Mortgaged Property.

(b)  Mortgagor will pay all filing, registration and recording fees, and
all expenses incident to the execution and acknowledgement of this Mortgage, any
modification or addition supplemental hereto, any security instrument with respect to
the Mortgaged Property, and any instrument of further assurance, and all federal, state,
county and municipal stamp taxes and other taxes, duties, imposts, assessments and
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governmental charges arising out of or in connection with the execution and delivery of
the Note, this Mortgage, any supplements hereto, any security instrument with respect to
the Mortgaged Property or any instrument of further assurance.

1.4 Mortgagor will maintain insurance with respounsible and reputable insurers
in such amounts and covering such risks as are reasonably requested by Mortgagee to
protect the interests of Mortgagee in the Mortgaged Property, and in the case of liability
insurance shall name the Mortgagee as additional insureds, and with respect to the
Mortgaged Property such insurance shall name the Mortgagee as loss payees and
additional insureds. The Mortgagor will furnish the Mortgagee with certificates or other
evidence of all insurance covering the Mortgaged Property. All insurance policies shall
provide that they shall not, with respect to the Mortgagor or Mortgaged Property, be
terminated or cancelled, nor shall, with respect to the Mortgagor or Mortgaged Property,
the coverages or amounts thereunder or thereof be reduced, without at least thirty (30)
days’ prior written notice to Mortgagee and shall protect the Mortgagee from any breach
of warranty by Mortgagor in connection therewith. Receipt of notice of termination or
cancellation of any such insurance policies or reduction of coverages or amounts
thereunder, with respect to the Mortgagor or Mortgaged Property, without receipt prior
to the termination, cancellation or reduction date of evidence of renewals or
replacements of such policies or of increase of such coverages or amounts, as the case
may be, shall entitle the Mortgagee to renew any such policies, cause the coverages and
amounts thereof to be maintained at levels satisfactory to Mortgagee or otherwise to
obtain similar insurance in place of such policies, in each case at the expense of the
Mortgagor. Mortgagor will promptly notify Mortgagee in writing after any loss or
damage to the Mortgaged Property, including but not limited to any loss or damage

covered by any insurance.

1.5 Mortgagor, upon obtaining knowledge of the pendency or institution of any
proceedings for the condemnation of the Premises or any portion thereof or knowledge
of any casualty damage to the Mortgaged Property or damage of any kind, will promptly
notify Mortgagee in writing thereof. Mortgagee may participate in any proceedings and
join Mortgagor in adjusting any loss covered by insurance. All compensation, awards,
proceeds, damages, claims, rights of action, and payments to which Mortgagor may
become entitled (“Awards”) shall be paid over to Mortgagee to the extent that the
amount thereof does not exceed the Secured Obligations. Notwithstanding the
foregoing, any Award that does not exceed $10,000.00 shall be paid over to Mortgagor,
provided that Mortgagor shall promptly repair any damage to Improvements occasioned
by any condemnation or casualty that gave rise to such Award. Mortgagee shall have
the sole and absolute discretion, notwithstanding the fact that the security given hereby
may not be impaired by a partial condemnation, to apply any part or all of the Award
collected by it in connection with any condemnation proceeding (i) upon any
indebtedness secured hereby and in such order as Mortgagee may determine, or
(i1) without reducing the indebtedness secured hereby, to the reimbursement of
Mortgagee for expenses incurred by them in the restoration of the Mortgaged Property.
Such application shall not cure or waive any default or notice of default hereunder or
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invalidate any act done pursuant to such notice. Mortgagor shall not be required to
repair any damage to Improvements occasioned by any condemnation or casualty if the
Award with respect thereto is collected by Mortgagee and is not applied by Mortgagee to
reimburse Mortgagor for its expenses in conjunction with such condemnation or

casualty.

1.6
(a)  Mortgagor shall promptly pay and discharge all taxes, assessments

and other governmental charges on the Mortgaged Property prior to the date on which
substantial penalties are attached thereto, or establish adequate reserves for the payment
of such taxes, assessments and other governmental charges, and make all required
withholding and other tax deposits, except to the extent that such taxes, assessments or
other governmental charges or levies are being actively contested in good faith by
appropriate proceedings and are adequately reserved against.

(b)  Mortgagor will pay, from time to time when the same shall become
due, all lawful claims and demands which, if unpaid, might result in or permit the
creation of a lien on the Mortgaged Property or any part thereof, or on the revenues,
issues, income and profits arising therefrom, and in general will do or cause to be done
everything necessary so that the lien hereof and its priority shall be fully preserved and
so that the Mortgaged Property shall remain unencumbered at the sole cost of
Mortgagor, without expense to Mortgagee. Provided, however, that Mortgagor may, at
Mortgagor’s sole expense, dispute any such claim or lien is a good faith basis for
dispute exists, provided that Mortgagor shall obtain a bond sufficient to release any such

lien prior to the foreclosure of any such lien.

1.7  All right, title and interest of Mortgagor in and to all extensions,
improvements, betterments, renewals, substitutes and replacements of and all additions
and appurtenances to the Mortgaged Property hereafter acquired by or released to
Mortgagor or constructed, assembled or placed by Mortgagor on the Premises, and all
conversions of the security constituted thereby, immediately upon such acquisition,
release, construction, assembling, placement or conversion, as the case may be, and in
each such case, without any further mortgage, conveyance, assignment or other act by
Mortgagor, shall become subject to the lien of this Mortgage as fully and completely and
with the same effect as though now owned by Mortgagor and specifically described in
the granting clause hereof, and at any and all times Mortgagor will execute and deliver
to Mortgagee any and all such further assurances, mortgages, conveyances or
assignments thercof as Mortgagee may reasonably require for the purpose of expressly
and specifically subjecting the same to the lien of this Mortgage.

1.8 _This Mortgage shall constitute a security agreement with respect to any part
of the Mortgaged Property that is “fixtures” and any other part of the Mortgaged
Property that constitutes tangible or intangible personal property (including, without
limitation, all proceeds and products of the Premises) and Mortgagor hereby grants to
Mortgagee a first priority security interest in said collateral. Mortgagor hereby
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authorizes Mortgagee to file with the appropriate filing officer or office at Mortgagor’s
sole cost and expense such security agreements, financing statements or other
instruments as Mortgagee may reasonably request or require in order to impose or
perfect the lien or security interest created hereby more specifically thereon. In the
event of a defanlt under this Mortgage or the Other Mortgages, Mortgagee shall be
entitled to foreclose its security in said collateral in the manner provided by law.

1.9 Mortgagor will not execute any lease of all or part of the Mortgaged
Property without Mortgagee’s prior written consent, which consent shall be given or
withheld in Mortgagee’ sole and absolute discretion, and will at all times promptly and
faithfully perform or cause to be performed, all of the covenants, conditions and
agreements contained in all leases of the Mortgaged Property now or hereafter existing
on the part of the lessor thereunder to be kept and performed.

1.10 Without the prior written consent of Mortgagee being first had and
obtained, which consent shall be granted or withheld in Mortgagee’ sole and absolute
discretion, Mortgagor will not execute or deliver any pledge, security agreement,
mortgage or deed of trust or similar security instrument covering all or any portion of
the Mortgaged Property or any interest therein (“Subordinate Mortgage™).

1.11 Mortgagor will not commit any waste on the Premises. Mortgagor will not
materially change the use of the Mortgaged Property. Mortgagor will not make any
application to any federal, state or local governmental authority (“Governmental
Authority”) for a change in zoning or a change in any other similar law, ordinance,
statate, rule, order, decree, directive or regulation (“Laws™) affecting the Mortgaged
Property nor will Mortgagor consent to any such change without the prior written
consent of Mortgagee, which consent shall be granted or withheld in the sole discretion
of Mortgagee, except for or with respect to any change which would not have a material
adverse effect on the business, properties, assets, operations or condition, financial or
otherwise, of Mortgagor, or otherwise on the ability of Mortgagor to carry out its
obligations under the Note and this Mortgage, or a change which is required for the
development of the Property. Mortgagor will at all times comply in all material respects
with all Laws of any Governmental Authority having or exercising jurisdiction over the
Premises or otherwise affecting the Mortgaged Property or any portion thereof, will
maintain and keep the Improvements and Mortgaged Property in good operating order
and condition, and will promptly make, from time to time, all repairs, renewals,
replacements, additions and improvements in connection therewith which are needful or

desirable to that end.

1.12 Mortgagor will, at any reasonable time and from time to time, upon notice
to the Mortgagor, permit the Mortgagee or its representatives to inspect the Mortgaged

Property.
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1.13 Mortgagee shall be subrogated, notwithstanding their release of record, to
any liens, superior titles, mortgages, deeds of trust, liens, encumbrances, rights, equities
and charges of all kinds heretofore or hereafter existing on the Mortgaged Property to
the extent that the same are paid or discharged by Mortgagee or from the proceeds of the

loan evidenced by the Note.

1.14 Without affecting the lLability of Mortgagor or of any other person who is
or shall become bound by the terms of this Mortgage or who is or shall become liable
for the performance of any obligation secured hereby, Mortgagee may, in such manner,
upon such terms and at such times as they deem best and without notice or demand,
release any party now or hereafter liable for the performance of any such obligation,
extend the time for such performance, accept additional security therefor, and alter,
substitute or release any property securing such performance. No exercise or non-
exercise by Mortgagee of any of its rights under this Mortgage, no dealing by Mortgagee
with any person, firm or corporation and no change, impairment, loss or suspension of
any right or remedy of Mortgagee shall in any way affect any of the obligations of
Mortgagor hereunder or any security furnished by Mortgagor, or give either Mortgagor

any recourse against Mortgagee.

1.15 Except for a sale resulting in a partial reconveyance in accordance with
the provisions of the Loan Agreement between Mortgagor and Mortgagee, Mortgagor
shall not sell, assign, transfer or encumber in any way Mortgagor’s interest or any
portion thereof in the Mortgaged Property, without the prior written consent of

Mortgagee.

1.16 Mortgagor will not cause, permit or suffer any default or Event of Default
under the Note, this Mortgage or the Other Mortgages or any other document or
instrument securing or pertaining to the Note.

1.17 Mortgagor will comply with all applicable Environmental Laws, except to
the extent that any noncompliance would not have a material adverse effect on the
business, properties, assets, operations or condition, financial or otherwise, of the
Mortgagor, or otherwise on the ability of Mortgagor to carry out its obligations under
the Note; and Mortgagor will provide to Mortgagee, promptly upon receipt, copies of
any correspondence, notice, pleading, citation, indictment, complaint, order, decree or
other document from any source asserting or alleging a circumstance or condition which
requires or is reasonably likely to require a financial contribution by the Mortgagor
under any Environmental Laws or which seeks damages or civil, criminal or punitive
penalties from the Mortgagor for an alleged violation of any Environmental Laws. In
the event of any such circumstance, the Mortgagor agrees to permit the Mortgagee or
any independent agent selected by the Mortgagee to conduct an environmental
assessment at the Mortgagor’s expense but in such a manner so as not to unreasonably
interfere with the business operations of the Mortgagor. This provision shall not relieve
the Mortgagor from conducting its own environmental investigations or taking any other
steps necessary to comply with any Environmental Laws.
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1.18 Mortgagor will comply with the requirements of all applicable laws, rules,
regulations and orders of any governmental authority, except when the failure to so
comply would not have a material adverse effect on the business, properties, assets,
operations or condition, financial or otherwise, of the Mortgagor or either of them, or
otherwise on the ability of the Mortgagor to carry out their obligations under the Note.

1.19 If Mortgagor's interest in the Mortgaged Property, or any portion thereof,
is that of a lessee, then Mortgagor shall: (i) pay prior to delinquency all rent and other
charges that fall due under the provisions of such lease; (ii) fully, faithfully, and
punctually observe and perform all other terms, covenants, agreements, and conditions
required of it under the terms of such lease; (iii) promptly notify Mortgagee, in writing,
of the default by Mortgagor or the lessor under any provisions of such lease, or of the
occurrence of any event which, with notice or the passage of time, would constitute a
default under such lease; (iv) promptly cause any notice which it receives from the
lessor under such lease to be delivered to Mortgagee; (v) if any indebtedness secured by
this Deed of Trust remains unpaid at a time when notice may or must be given by
Mortgagor of the exercise of any right or option to extend the term of such lease, then
Mortgagor shall promptly give notice of the exercise of such right or option in
accordance with the provisions of such lease; (vi) promptly notify the lessor under such
lease of the existence and execution of this Mortgage and the name and address of
Mortgagee; and (vii) not terminate (including a termination or rejection as a part of any
bankruptcy or similar proceeding), cancel, surrender, modify, change, alter, or amend
such lease, either orally or in writing, without the written consent of Mortgagee.
Without imposing any obligation upon Mortgagee to do so, Mortgagor hereby appoints
Mortgagee as Mortgagor’s attorney in fact to perform any or all of the foregoing acts to
the extent necessary to preserve and protect Mortgagor and/or Mortgagee’s interest in

said leasehold estate.

1.20 Except for a sale resulting in a partial reconveyance in accordance with
the provisions of the Loan Agreement between Mortgagor and Mortgagee, Mortgagor
shall not transfer the Property without the prior written consent of Mortgagee, which
consent may be withheld in Mortgagee's sole discretion. Consent to one transfer shall
not be deemed to be a waiver of the right to require consent to other transfers. Except
for a transfer resulting in a partial reconveyance of this Mortgage if the Note, any Loan
Agreement between Mortgagor and Mortgagee, or this Mortgage has a partial release
clause, if Mortgagor transfers the Property or any portion thereof, or any interest therein,
without first obtaining the written consent of Mortgagee, all indebtedness secured by
this Mortgage shall, at the option of Mortgagee and without notice or demand, become
immediately due and payable. As used herein, transfer includes, but is net limited to,
the sale, option to sell, contract to sell, convey, encumber, mortgage (including
encumber by a mortgage), pledge, hypothecate, or lease with option to purchase of the
Property, or any portion thereof, or any interest therein, whether voluntary, involuntary,
by operation of law, or otherwise, or the transfer of more than a 50% interest of
Mortgagor if Mortgagor is anything other than a natural person.
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ARTICLE 2.

EVYENTS OF DEFAULT

Each of the following shall constitute an event of default (“Event of Default™)
hercunder:

2.1 The Mortgagor shall fail to pay interest or the principal amount of the Note
when due, or any fee or other amount payable under the Note, hereunder or under either
of the Other Mortgages, on the due date thereof.

2.2 Any representation or warranty by the Mortgagor shall prove to have been
incorrect when made in any material respect.

2.3 The Mortgagor shall fail to perform or observe any non-payment term,
covenant or agreement contained in this Mortgage, the Note, or any Other Mortgages, on
their part to be performed or observed, which failure has not been cured by the
Mortgagor within any applicable cure period as may be provided for.

2.4 The sale, assignment, lease or other disposition of all or substantially all of
the Mortgaged Property, or the property encumbered by either of the Other Mortgages,
other than in compliance with this Mortgage or the Other Mortgages.

2.5 The occurrence of any other event of default as defined in the Note or the
Other Mortgages.

ARTICLE 3.

REMEDIES

Upon the occurrence and during the continuance of any Event of Default,
Mortgagee, and either and both of them, shall have the following rights and remedies:

3.1 Mortgagee may declare the entire principal of the Note then outstanding to
be due and payable immediately, and, notwithstanding the stated maturity in the Note or
any other term or provision of the Note or this Mortgage to the contrary, the outstanding
principal amount of the Note shall become and be immediately due and payable.

3.2 If Mortgagee shall have exercised the option provided in Section 3.1 above,
Mortgagee in person or by agent may, without any obligation so to do and without notice
or demand upon Mortgagor and without releasing Mortgagor from any obligation here-
under (i) make any payment or do any act which Mortgagor haves failed to make or do;

(ii) enter upon, take possession of, manage and operate the Mortgaged Property or any
part thereof;, (iii) make or enforce, or, if the same be subject to modification or
cancellation, modify or cancel any leases of the Mortgaged Property or any part thereof
upon such terms or conditions as Mortgagee deem proper; and (iv) obtain and evict
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tenants, and fix or modify rents, make repairs and alterations and do any acts which
Mortgagee deem proper to protect the security hereof. The entering upon and taking
possession of the Mortgaged Property, the collection of any rents, royalties, issues,
profits, revenue, income or other benefits and the application thereof as aforesaid shall
not cure or waive any default theretofore or thereafter occurring or affect any notice of
default hereunder or invalidate any act done pursuant to any such notice, and,
notwithstanding continuance in possession of the Mortgaged Property, or any part
thereof, by Mortgagor, Mortgagee or a receiver, and the collection, receipt and
application of rents, royalties, issues, profits, revenue, income or other benefits,
Mortgagee shall be entitled to exercise every right provided for in this Mortgage or by
law upon or after the occurrence and during the continuance of an Event of Default.
Any of the actions referred to in this Section may be taken by Mortgagee, or either of
them, in person or by agent, with or without bringing any action or proceeding, or by
receiver appointed by a court, and any such action may also be taken without regard to
the adequacy of the security for the indebtedness hereby secured. Further, Mortgagee, at
the expense of Mortgagor, may from time to time maintain and restore the Mortgaged
Property or any part thereof as Mortgagee may reasonably deem desirable and may

insure the same.

3.3 If Mortgagee shall have exercised the option provided in Section 3.1 above,
Mortgagee shall be entitled, without notice and to the full extent provided by law, to the
appointment by a court having jurisdiction of a receiver to take possession of and
protect the Mortgaged Property or any part thereof, and operate the same and collect the

rents and profits.

3.4 If Mortgagee shall have exercised the option provided in Section 3.1 above,
Mortgagee may bring an action in any court of competent jurisdiction to foreclose this
Mortgage or to enforce any of the covenants and agreements hereof. By virtue of
judicial proceedings or of a judgment or decree of foreclosure and sale, shall operate to
divest all of the estate, right, title, interest, claim and demand whatsoever, whether at
law or in equity, of Mortgagor in and to the properties and rights so sold, subject to any
rights of redemption provided by law, and shall be a perpetual bar, both at law and in
equity, against Mortgagor and any and all persons claiming or who may claim the same
or any part thereof from, through or under Mortgagor subject to any rights of redemption

provided by law.

3.5 Upon any sale or sales made under or by virtue of this Article 3, Mortgagee
may bid for and acquire the Mortgaged Property or any part thereof and, in lieu of
paying cash therefor, may make settlement for the purchase price by crediting upon the
indebtedness or other sums secured by this Mortgage the net sales price after deducting
therefrom the expenses of sale and the costs of the judicial proceedings, if any, with
interest at the Default Rate (as defined in the Note) and any other sums which
Mortgagee are authorized to deduct under this Mortgage.
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3.6 Notwithstanding the appointment of any receiver, liquidator or trustee of
Mortgagor, or of any of their property, or of the Mortgaged Property or any part thereof,
if Mortgagee shall have exercised the option provided in Section 3.1 above, Mortgagee
shall be entitled to retain possession and control of all property now or hereafter held
under this Mortgage, including, but not limited to, the Profits.

3.7 No remedy herein conferred upon or reserved to Mortgagee is intended to
be exclusive of any other remedy herein or by law provided, but each shall be
cumulative and shall be in addition to every other remedy given hereunder or now or
hereafter existing at law or in equity or by statute. No delay or omission of Mortgagee
in exercising any right or power accruing upon any Event of Default shall impair any
right or power or shall be construed to be a waiver of any Event of Default or any
acquiescence therein, and every power and remedy given by this Mortgage to Mortgagee
may be exercised from time to time as often as may be deemed expedient.

3.8 Upon the occurrence of and during the continuance of any Event of Default,
and if Mortgagee shall have exercised the option provided in Section 3.1 above,
Mortgagor agree to, upon demand by Mortgagee, vacate and surrender possession of the
Mortgaged Property to Mortgagee, or to a receiver, if any, and in default thereof may be
evicted by any summary action or proceeding for the recovery of possession of leased
premises for non-payment of rent, however designated.

3.9 In the event ownership of the Mortgaged Property or any portion thereof
becomes vested in a person other than the Mortgagor herein named, Mortgagee may,
without notice to the Mortgagor herein named, whether or not Mortgagee have given
written consent to such change in ownership, deal with such successor or successors in
interest with reference to this Mortgage and the indebtedness secured hereby, and in the
same manner as with the Mortgagor herein named, without in any way vitiating,
discharging or waiving Mortgagor’ liability hereunder, for the indebtedness hereby
secured or any Event of Default to the extent portion of ownership of the Mortgaged

Property has become so vested.

3.10 In the event that there be a judicial sale hereunder and if at the time of
such sale Mortgagor, or their heirs or assigns, be occupying the Premises and
Improvements or any part thereof so sold, each and all shall immediately become the
tenant of the purchaser at such sale which tenancy shall be a tenancy from day to day,
terminable at the will of either tenant or landlord, at a rental per day based upon the
value of the Premises and Improvements, such rental to be due daily to the purchaser.
An action of unlawful detainer shall lie if the tenant holds over after a demand in
writing for possession of said Premises and Improvements and this agreement and the
trustee’s deed shall constitute a lease and agreement under which any such tenant’s

possession arose and continued.

3.11 Inthe event of an Event of Default under any of the Note, this Mortgage
or the Other Mortgages, Mortgagee may foreclose or exercise any right or remedy
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provided hereunder. Upon Mortgagor’s default under this Mortgage or any Other
Mortgage, or upon any failure of Mortgagor to make payments or to satisfy his
obligations under the Note, Mortgagee, at its election, may foreclose and exercise its
rights and remedies under any one or more of this Mortgage and the Other Mortgages.

3.12 This Mortgage also constitutes a security agreement, on all of the terms
and conditions set forth herein, to the extent that any of the Mortgaged Property is
severable from the real property ("Collateral™). Mortgagor agrees that, as to the
Collateral, Mortgagee shall have all of the rights and remedies of a secured party under
the Uniform Commercial Code, as well as all other rights and remedies available at law
or in equity. Mortgagor agrees to execute and deliver on demand, and irrevocably
authorizes, constitutes, and appoints Mortgagee the attorney-in-fact of Mortgagor to
execute, deliver, and/or file, any security agreements, financing statements, continuation
statements, or other instruments that Mortgagee may require to impose, perfect, or
continue the perfection of the lien or security interest created by this Mortgage. On the
occurrence of any default under the provisions of the Note, this Mortgage, or any other
agreement secured by this Mortgage, Mortgagee shall have the right to enforce any and
all of the rights and/or remedies of a secured party under the Uniform Commercial Code
including, without limitation: (i) the right to require Mortgagor to immediately assemble
all or any portion of the Collateral and to make the same available to Mortgagee at any
place designated by Mortgagee; (ii) the right to immediately take physical possession of
all or any portion of the Collateral wherever it may be found, using all necessary lawful
force to do so, and to exclude Mortgagor from such possession, and Mortgagor waives
all claims to damages arising from or connected with any such taking or exclusion; (iii)
the right to proceed with the foreclosure sale of all or any portion of the Collateral, from
time to time, in any manner as may be permitted by Uniform Commercial Code, Idaho
Code, Idaho Rules of Civil Procedure, or any other applicable statute, rule, or code; and,
in Mortgagee's discretion, to operate all or any portion of the Collateral as a going
concern pending the completion of any foreclosure sale; and (iv) the right to sell all or
any portion of the Collateral at one or more public or private sales with or without
having said Collateral at the place of sale, and upon such terms and in such manner as
Mortgagee may determine, and Mortgagee is authorized to purchase the same at any
such sale. Prior to any sale, Mortgagee may, at its option, repair or recondition all or
any portion of the Collateral to such extent as Mortgagee may deem advisable and any
sums expended therefore by Mortgagee shall be immediately repaid by Mortgagor.
Expenses of retaking, holding, and preparing for sale, selling, or the like will be borne
by Mortgagor and will include Mortgagee's and Mortgagee's attorney fees and legal
expenses. Mortgagee will give Mortgagor at least ten (10) days' prior written notice of
the time and place of any public sale or other disposition of the Collateral or of the time
of or after which any private sale or any other intended disposition is to be made. If the
notice is sent to Mortgagor in the manner provided for the mailing of notices in this
Mortgage, it is deemed reasonable notice to Mortgagor.

3.13 This Mortgage constitutes a financing statement filed as a fixture filing,
and it shall be recorded in the Official Records of the County Recorder of the county in
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which the Mortgaged Property is located with respect to all fixtures included within the
term "Mortgaged Property” as used in this Mortgage and with respect to any goods,
Collateral, or other personal property that may now be or later become fixtures. The
address of Mortgagee, from which information concerning this security interest may be
obtained, is set forth in the upper left corner of page 1 of this Mortgage.

ARTICLE 4.

MISCELLANEOUS

4.1 In the event any one or more of the provisions contained in this Mortgage
or in the Note shall for any reason be held to be invalid, illegal or unenforceable in any
respect, such invalidity, illegality or unenforceability shall not affect any other provision
of this Mortgage, but this Mortgage shall be construed as if such invalid, illegal or
unenforceable provision had never been contained herein or therein.

4.2 If the lien of this Mortgage is invalid or unenforceable, or if the lien is
invalid or unenforceable as to any part of the Mortgaged Property, the unsecured or
partially secured portion of the Mortgagor’s obligations shall be considered to have been
completely paid prior to the payment of the remaining and secured portion of the
obligations secured hereby, and all payments made on the Mortgagor’s obligations,
whether voluntary or under foreclosure or other enforcement action or procedure, shall
be considered to have been first paid on and applied to the full payment of that portion
of the Mortgagor’s obligations which are not secured or fully secured by the lien of this

Mortgage.

4.3 The granting of consent by the Mortgagee to any transaction as required by
the terms hereunder shall not be deemed a consent to past, future, or successive

transactions.

4.4 Mortgagor shall pay or reimburse Mortgagee for all reasonable expenses
incurred by Mortgagee before and after the date of this Mortgage with respect to any and
all actions, matters or transactions arising out of or related to this Mortgage. Mortgagor
acknowledges that from time to time the Mortgagor may receive statements for such
expenses, including, without limitation, attorneys’ fees and disbursements. Mortgagor

shall pay such statements promptly upon receipt.

4.5 Mortgagor shall indemnify and hold harmless the Mortgagee from and
against all claims, damages, losses and liabilities (including, without limitation,
reasonable attorneys’ fees and expenses) arising out of or based upon any matter related
to the Mortgaged Property and the occupancy, ownership, maintenance or management
of the Mortgaged Property by the Mortgagor. The Mortgagor further shall be personally
and solely responsible for and shall indemnify and hold harmless the Mortgagee from
and against any loss, damage, cost, expense or liability directly or indirectly arising out
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of or attributable to the breach of any representation, warranty or covenant contained in
this Mortgage or the Note relating to the Environmental Laws or the use, generation,
storage, release, threatened release, discharge, disposal or presence of hazardous
substances on, under or about any of the Mortgaged Property owned or leased by the
Mortgagor, including without limitation (1) all consequential damages, (2) the costs of
any required or necessary repair, cleanup or detoxification of the property and (3) all
reasonable costs and expenses incurred by the Mortgagee or either of them in connection
therewith, including but not limited to reasonable attorney’s fees. The indemnifications
in this paragraph are personal to the Mortgagor notwithstanding the general non-
recourse nature of the Note and shall be in addition to any other liability that the
Mortgagor may otherwise have to the Mortgagee and these indemnifications shall
survive any foreclosure of this Mortgage and the satisfaction of the indebtedness secured

hereby.

4.6 All written notices expressly provided hereunder to be given by Mortgagee
to Mortgagor and all notices and demands of any kind or nature whatsoever which
Mortgagor may be required or may desire to give or serve on Mortgagee shall be in
writing and shall be served by personal delivery, telecopier, overnight courier or by
registered or certified U.S. mail, return receipt requested, to the address set forth on the
first page of this Mortgage. Any such notice or demand so served shall be deemed
complete on the day of actual delivery if sent by personal delivery, telecopier, or
overnight courier, or upon the date posted on the receipt if sent by certified mail.
Changes in address may be made with written notice thereof to all other parties in

accordance with the terms hereof.

4.7 All of the grants, obligations, covenants, agreements, terms, provisions and
conditions herein shall run with the land and shall apply to, bind and inure to the benefit
of the heirs and permitted assigns of Mortgagor and the heirs of Mortgagee, and the
permitted endorsees, permitted transferees, successors and permitted assigns of

Mortgagee.
4.8 This Mortgage may be executed in any number of counterparts and each of

such counterparts shall for all purposes be deemed to be an original, and all such
counterparts shall together constitute but one and the same instrument.

4.9 The prevailing party in any legal action brought by one party against the
other and arising out of this Mortgage or the Note shall be entitled, in addition to any
other rights and remedies he may have, to reimbursement for their expenses including

court costs and reasonable attorney fees.

4.10 This Mortgage is to be construed and enforced according to the laws of the
State of Idaho.

4.11 Upon satisfaction in full by Mortgagor of all of their obligations under the
Note and this Mortgage, Mortgagee shall cause this Mortgage to be released of record.
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THE UNDERSIGNED ~ ~~ACKNOWLEDGE(S) "~ ™ "AND ~ 77 " 7
UNCONDITIONALLY AGREE(S) THAT THE WRITTEN
AGREEMENTS AND DOCUMENTS PREPARED BY LENDER AND
EXECUTED BY BORROWER(S) AND LENDER REPRESENT THE
FINAL AGREEMENT BETWEEN THE PARTIES. THE WRITTEN
LOAN DOCUMENTS MAY NOT BE CONTRADICTED BY ANY
PRIOR, CONTEMPORANEOUS, OR .SUBSEQUENT ORAL
AGREEMENTS OF THE PARTIES. THERE ARE NO UNWRITTEN
OR ORAL AGREEMENTS BETWEEN THE PARTIES, NOR CAN
ANY UNWRITTEN OR ORAL AGREEMENTS BE MADE IN THE

FUTURE.

IN WITNESS WHEREOF, Mortgagor has executed this Mortgage as of the date set
forth above.

Pend Oreille Bonner Development, LLC, a

Nevada limited liability company
By: Pend Oreille Bonner Development Holdings, Inc

By: L T
" Charles W. Reeves
Tts: President

STATE OF )
COUNTY OF )
BEFORE ME this day of , 2007, personally appeared Charles W.

Reeves, to me personally known to be the person who is described in and who executed
the above instrument and acknowledged that he is the manager of the limited liability
company pamed above and that he is authorized as the manmager of said company to
execute the foregoing on behalf of said company and that he executed the same of his

own free will to bind said company.
See. Ci\i‘ﬂJ\LJl

Notary Public
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Escrow No. 49214-NA

EXHIBIT “A”
Legal Description

The land referred to in this docurent is situated in the State of Idaho, County of Bonner, and is described as
follows:

SECTION A:
PARCEL 1:

A tract of land located in Section 36, Township 58 North, Range 1 West AND Section 31, Township 58 North,
Range 1 East of the Boise Meridian, Bonner County, Idaho, mere particalarly deseribed as follows:

That portion of said Sections 36 and 31 lying East of Pack River Road, a county road, West of the Pack River,
North of State Highway No. 200, and South of the South Hne of Government Lot 1 of said Section 31 and
South of the South Hne of the Northeast quarter of the Northeast quarter of said Section 36;

LESS that land included in the Plat of Hidden Lakes Subdivision as recorded in Book 4 of Plats, page 64,
records of Bonner County, Idabe.

AILSOLESS 1 parcel of land in Section 36, Township 58 North, Range 1 West of the Boise Meridian,
Bonner County, Idsho moere particularty described as follows:

Commencing at the Southeast corner of said Section 36;

Thence North 52° 11'33" West 953.40 feet (record per Instrzment No. 457973 = North 54° 29'10" West,
1010.58 feet) to a point on the Northerly right of way of State Highway No. 200 and the true point of
begiuning;

Thence North 01° 19'29" West, 244.70 feet (record per Imstrument No. 457973 = North 01° 07'07" East,
24428 feet);

Thence South 88° 04'08" West, 348.50 feet (record per Instrument No. 457973 = South 87° 52'03"West,
348.49 feet)

Thence South 01° 1912" West, 250.00 feet (record per Imstrument No.457973 = South 01° 07'07" West,
250.00 feet) to the Northerly right of way of State Highway No. 200;

Thence along said right of way North 80° 34'19" East 66.04 feet (record per Instrument No. 457973 = North
79° 46'41" East, 66.62 feet);

Thence on 8 curve to the right kaving a central angle of 05° 47'35" and a radius of 2803.37 feet, for an arc
distance of 283.45 feet (record per Instrument No, 457973 = a central angle of 05° 47°'02" and an arc length of

282.99 feet) to the true point of beginning.

LESS a tract of land in Govermment Lot 2 of Section 31, Towuship 58 North, Range 1 East of the Boise
Meridian, Banmer County, Idehe, more particularfy described as follows:

Beginning at the intersection of the North Hne of said Government Lot 2 and an existing fence line marking
the right of way of an old County Road, said point being South 89° 06'38" East, 398.07 feet from the
Northwest corner of Gevernment Lot 2 {record = 361.00 feet);
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Thence along said fence line as noted of record per Imstrument No. 217765 on a curve to the left (radial
bearing = North 62° 13'42" East) having a central angle of 19° 17'35" and a radius of 650.32 feet, for an arc

distance of 218.98 feet (chord = South 37° 25'05" East, 217.95 feet);

Thence continuing along said fence line, South 47° 03'53" East, 43.24 feet;

Thence North 89° 06'38" West, 12.33 feet;

Thence continuing along the fence line, South §9° 5524 East, 65.99 feet to an iron pipe as described in
Instrument No. 217765;

Thence along the fence line, South 70° 07°'45" East, 262.49 feet to an iron pipe as described in Instrument Neo.
217765 (record = South 70° 18'00'* East 262.00 feet;
Thence South 54° 48'04" East, 67.00 feet;

Thence North 40° 08'56" East, 168.45 feet to the right bank of Pack River (recerd = 200.00 feet to the thread
of Pack River);

Thence North 40° 08'56" East to the intersection with the thread of Pack River;

Thence Northerly and upstream along the thread line of Pack River to the iutersection with the North line of
Government Lot 2 of said Section 31;

Thence South 89° 06'38" East, along said North line to the true point of beginning.

LESS any part of the above described property lying North and East of Pack River.

LESS a tract of land in Government Lots 1 and 2 of Section 31, Township 58 North, Range 1 East and the
Southeast quarter of the Northeast quarter of Section 36, Township 58 North, Range 1 West of the Boise
Meridian, Bonner County, Idaho aud more particularly described as follows:

Mary's Pack River Lots and al! that property dedicated to the public for right of way as shown and recorded
in Instrument No. 699091, records of Bonner County, Idaho.

PARCEL 2:
A tract of land located in Section 36, Township 58 North, Range 1 West AND Section 2, Township 57 North,
Range 1 West of the Boise Meridian, Bonner County, Idaho, mere fully described as follows:

Beginning at a point that is North 80 degrees 05' 57" East, a distance of 386.02 feet from the South quarter
corner of said Section 36, said point also being at the intersection of the South right of way of State Highway

No. 200 and the East right of way of the Old Country Road;

thence South 5 degrees 14' 00" East along said East right of way of the old country road, a distance of 171.80
feet;

thence continuing South 14 degrees 35' 50" East along said East right of way, a distance of 254,70 feet to an
intersection with the North right of way of Old Highway No. 200 (FAP No. 95F);

thence North 72 degrees 38’ 24" East along said North right of way, a distance of 372.40 feet;

thence continuing along said North right of way, North 72 degrees 58’ 33" East, a distance of 336.00 feet to an
intersection with the West high bank of Dry Creek;
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thence Northeasterly along said West high bank, a distance of 578 feet, more or less, to an intersection with
the South right of way of said State Hishway No, 200;

thence Westerly along said South right of way the following six (6) courses:

1) Around a curve to the left with a radius of 2643.37
feet, a distance of 48.44 feet (the chord of which
bears South 88 degrees 02' 31" West, a distance of
48.43 feet);

2) North 79 degrees 07' 52" West, 100.50 feet;

3) Around a curve to the left with a radius of 266837
feet, a distance of 247.30 feet (the chord of which
bears South 82 degrees 54' 00" West, a distance of
24724 feet) to a P.S.C.;

4} Along a spiral curve (S=2 degrees 12.3"), a distance of
207.68 feet (the chord of which bears South 76 degrees
27 12" West, a distance of 207.67 feet) to a P.S.;

5) South 69 degrees 43’ 21" West, 328.60 fect;
6) South 61 degrees 11" 30" West, 119.79 feet to the point of beginning.

AND TOGETHER WITH any partion of the old Highway right of way abandonment, described in that
certain Quit Claim Deed, executed by the State of Idaho, as Instrument No. 696025 and recorded on January

11, 2006, lying within the bounds of the above described property

PARCEL 3:

A tract of land in Government Lot 1 of Section 31, Township 58 North, Range | East of the Boise Meridian,
Bonner County, Idaho, being that property described in Instrument No. 484825 and more particularly

described as follows:

Beginning at a point on the South line of said Government Lot 1, which is South 8%° 06'38" East (record =
South 89° 06'55" East) 330.00 feet from the Soutbwest corner of Government Lot 1, marked by a brass cap

stamped RLS 974;
Thence parallel to the West line of the Section, North 00° 07'21" East, 118.03 feet;

Thence in a Southeasterly direction on a curve to the right (radial bearing = Soath 50° 01'02' West) having a
central angle of 12° 44'09" and a radius of 233.31 feet, for an arc distance of 51.86 feet (chord = South 33°

36'53" East, 51.76 feet);
Thence South 27° 14'49" East, 79.53 feet;

Thence on a curve to the left (radial bearing = North 62° 45'11" East) having a central angle of 00° 31'29"
(recoerd = 00° 31'25"") and a radius of 650.32 feet for an arc distance of 5.95 (record = 5.94 feet) feet (chord =
South 27° 30°'31" East, 5.95 feet), to the South line of Government Lot 1;

Thence along said South line North 89° 06'38™ West (record = North 89° 06'55" West), 68.07 feet to the true
point of begioning.

PARCELA4:
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A tract of land in Goverument Lot 1 of Section 31, Township 58 North, Range 1 East of the Boise Meridian,
Bonner County, Idaho, being that property described in Instrument No. 495753 and more particularly

described as follows:

Beginning at a point on the South line of said Government Lot 1, which is South 89° 06’38'* East (record =
South 89° 06'55" East) 330.00 feet from the Southwest corner of Government Lot 1, marked by a brass cap

stamped RLS 974;
Thence parallel to the West line of the Seetion North 00° 07'21" East, 118.03 feet;

Thence on a curve to the left (radial bearing = South 50° 01'02" West) having a central angle of 04" 01'30"
and a radius of 233.31 feet, for an are distance of 16.39 feet (chord = North 41° 59'43" West 16.39 feet)

Thence North 44° 00'28" West 23,17 feet to the Southeasterly right of way of the Lower Pack River Road;

Thence along said right of way on a curve to the right (radial bearing = North 53° 09'38" West) having a
central angle of 12° 32'30" and a radins of 275.00 feet, for an arc distance of 60.20 feet (chord = South 43°

06'37" West, 60.08 feet);
Thence leaving said right of way, South 44° 00'28" East, 20.15 feet;

Thence on a curve to the right having a central angle of 16° 45'40"' and a radias of 173.31 feet, for an arc
distance of 50.70 feet (chord = South 35° 37'39"' East 50.52 feet);

Thence South 27° 14'49"* East, 53.38 feet to the true point of beginning

PARCEL 5:

A tract of land in Government Lot 2 of Section 31, Township 58 Nerth, Range 1 East of the Boise Meridian,
Bonner County, Idaho, being that property described in Instrument No. 495753 and more particnlarly

described as follows:

Beginning at a point on the West line of said Government Lot 2 (West line of Section 31) which is South 00°
07°21" West, 200.00 feet from the Northwest corper of said Government Lot 2;

Thence parallel to the North line of Government Lot 2, South 8%° 06'38" East (record = South 89° 06'55"
East) 562.61 feet (record = 562.58 feet);

Thence North 47° 03'53'' West, 43.24 feet (record = 43.21 feet);

Thence on a curve to the right having a central angle of 19° 17'35" (record = 19° 17'39") and a radius of
650.32 feet, for an arc distance of 218.98 feet (chord = North 37° 25'03" West 271.95 feet) to the North line of

Government Lot 2;
Thence along said North line North 89° 06'38™ West (record = North 89° 06'55" West) 68.07 feet;

Thence South 27° 14’49 East 26.15 feet;

Thence on a curve to the left having a central angle of 09° 49'00" and a radius of 710.32 feet, for an are
distance of 121.70 feet (chord = South 32° 09'19"* East, 121.55 feet);

Thence South 80° 25'01" West 412.81 feet (record = South 80° 24'50" West 412.82 feet) to the point of
beginning. ’
EXCEPTING from Parcels 1, 3, 4 and 5, the following two tracts:
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Any portion encompassed by the Plat of GOLDEN TEE ESTATES PLANNED UNIT DEVELOPMENT
(PHASE ONE}), according to the plat thereof, recorded in Book 6 of Plats, Page 108, records of Bonner

County, Idaho.

AND any portion encompassed by the Plat of GOLDEN TEE ESTATES FIRST ADDITION,(FHASE TWO)
according to the plat thereaf, ret_:orded in Baok 6 of Plats, Page 114, records of Banmer County, Idabo.

PARCEL 6:

Lot 2, Block 3 in GOLDEN TEES ESTATES PLANNED UNIT DEVELOPMENT (PHASE ONE), according
to the plat thereof, recorded in Book 6 of Plats, Page 108, records of Bonner County, Idaho.

PARCEL 7:

All private roads in GOLDEN TEE ESTATES PLANNEP UNIT DEVELOPMENT (PHASE ONE),
according to the plat thereof, recorded in Book 6 of Plats, Page 108, records of Bonner Connty, Idabe.

PARCEL §: e
All private roads in GOLDEN TEES ESTATES FIRST ADDITION (PHASE TWO), according to the plat
thereof, recorded in Book 6 of Plats, Page 114, records of Bonner County, Idaha.

EXCEPTING from Parcels 1,2,3,4,5,6,7 and 8 any portion lying within the bounds of the following plats:

Replat of Golden Tee Estates and Golden Tee Estates 1st Addition and unplatted land, recorded in Book 8 of
Plats, Page 77.

PARCEL 9:

Lots 14, 15, 16, 17, 19, 20 and 21, Block 2; All of Block 5A; Lot 4. Block 7; Lots 1A , Block 11; Lots 14,
2A and 3A Block 12; Lot 134, Bleck 13; Lot 1, Block 14A; Lots 1 & 2, Block 15; Lots 1 and 2, Block 17; all of
Block 18; Lots 1 and 2, Block 19; Lots 2,3, 5, 6, 7, 8, 11, 12, 13, 14, 15, 16, 17, 18, 19 and 20, Block 26; Lots 1,
3 and 4 Block 21; Lets 1, 2, 4, 5 and §, Block 22 of the replat of Golden Tee Estates and Golden Tee Estates
1st Addition and anplatted land, according to the Plat thereof, recorded in Book 8 of Plats, Page 77, records

of Bonner County, Idaho.

PARCEL 10:

Lot 5A, Block 4, of the replat of Golden Tee Estates and Golden Tee Estates 1st Addition and unplatted land
according to the Plat thereof, recorded in Book 8 of Plats, Page 77, recerds of Bonner County, Idaho.

PARCEL 11:

All of Block 16 of the replat of Golden Tee Estates and Golden Tee Estates 15t Addition and unplatted land
according to the Plat thereof, recorded in Bogk 8 of Plats, Page 77, records of Bonner County, Idaho.

PARCEL 12:
Lot 1A Block 10 of the replat of Golden Tee Estates and Golden Tee Estates 1st Addition and unplatted land,
according to the plat thereof, recorded in Book 8 of Plats, Page 77, records of Bonner County, Idaho.

PARCEL 13:
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Lot 1, Block 20 of the replat of Galden Tee Estates and Golden Tee Estates 1st Additlon and unplatied land
aceording to the plat thereof, recorded in Book 8 of Plats, Page 77, records of Bonner County, Idaho.

RARCEL 1:
Lot 1 in Block 1 of the FIRST ADDITION TO HIDDEN LAKES, according to the plat thereof, recorded in
Book 4 of Plats, page 161, records of Bonner County, Idaho.

PARCEL 2:

Lots 2, 3, 4, 5 in Block 2 of the SECOND ADDITION TO HIDDEN LAKES SUBDIVISION, aceording to the
piat thereof, recorded in Book S of Plats, Page 58, records of Bonner County, Idahe,

PARCEL 3:

A tract of land in the East half of the Northeast quarter of the Southwest quarter and the Northwest quarter
of the Southeast quarter of Section 36, Township 58 North, Range 1 West of the Beise Meridian, Bouner
Ceaunty, Idaho, more particularly described as follows:

Beginning at the Southeast corner of the East half of the Northeast quarter of the Southwest quarter of said
Section 36;

Thence along the South line of the East baif of the Northeast guarter of the Southwest quarter, North 89°
36°27" West, 661.51 feet (record = North 89° 37'10" West, 661.57 feet to the Southwest corner of the East haif

of the Northeast quarter of the Southwest quarter;
Thence along the West line of the East half of the Northeast quarter of the Southwest quarter, North 00°
10'22' East 856.45 feet (record = North 80° 09'25" East, 856.45 feet);

Thence North 89° 10'53" East, 30.21 feet (record = East, 29.58 fieet) to the Westerly right of way of Berry
Drive (showu as Olympic Drive on the Second Addition Plat to Hidden Lakes);

Thence Southeasterly along said right of way the following six (6) courses:

1. on a non tangential curve to the left (radial bearing = North §7° 39'13" East) baving a central angle of 36°
44'06" and a radius of 131.00 feet for an arc distance of 83.99 feet (record = 84.54 feet) (chord = South 20°
42'50" East, 82.56 feet - record = South 20° 37'27" East, 83.08 feet);

2. thence South 39° 04'53" East, 419.67 feet (record = South 39° 06'45" East, 419.68 feet;

3. thence on a curve to the left having a central angle of 11° 42'45" and a radius of 530.00 feet for an arc
distance of 108.34 feet (chord = South 44° 56'16" East, 108.15 feet - record = South 44° 58'08" East, 108.16
feet);

4. thence South 50° 47'39" East, 69.68 feet (record = South 50° 49'31" East, 69.68 feet);

5. thence on a curve to the right having a central angle of 23° 42'51" and a radius of 970.00 feet, for an arc
distance of 401.47 feet (chord = South 38° 56'14"" East, 398.61 feet - record = South 38° 58'05™ East 398.61
feet);

6. thence South 27° 04'48" East, 31.65 feet to the South line of the Northwest quarter of the Southeast
quarter (record = South 27° 06'40" East, 30.77 feet);
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thence leaving said right of way North 89° 36'03" West, 60.37 feet (record = North 89° 37'09" West, 59.55
feet) to the point of beginning.

PAR! 4:

A tract of land located in a portion of the Southwest quarter of the Southeast quarter of Section 36, Township
58 North, Range 1 West, Boise Meridian, Bonner County, Idaho, more particularly described as follows:

Beginning at the Northwest corner of said Southwest quarter of the Southeast quarter of Section 36;

Thence South 89° 36"03"" East 60.37 fect (record = South 89° 37'09" East, 59.55 feet) to the Westerly right of
way of Berry Drive (shown as Olympic Drive on the Plat of the Second Addition to Hidden Lakes);

Thence along said right of way for the following four (4) courses:

1, South 27° 04'48" East, 299.95 feet (record = South 27° 06'40" East, 300.83 feet);
2. North 62° 55'12" East, 60.00 feet (record = North 62° 53'20" East, 60.00 feet);

3. North 27" 04'48" West, 125.34 feet (record = North 27 06'40" West, 125.34 feet):

4. thence on a curve to the right having a central angle of 79° 01'27" and a radius of 25,00 feet, for an arc
distance of 34.48 feet (chord = North 12° 25'55" East, 31.81 feet - record = North 12° 24'03" East, 31.81 feet)
to a point on the Southerly right of way of Fairway View Drive, as shown on the Plat of First Addition to

Hidden Lakes;
thence along said right of way for the following eight (8) courses:
1. North 51° 56'39" East, 74.67 feet (record = North 51° 54'47"* East, 74.67 feet);

2. thence on a curve to the right having a central angle of 99° 26'33" and a radius of 70.00 feet, for an arc
distance of 121.49 feet (chord = South 78° 20'05" East, 106.81 feet - record = Seuth 78° 21'57" East, 106.81

feet);
3. thence South 28° 36'48" East, 154.03 feet (record = South 28° 38'40" East, 154.03 feet);

4. thence on a curve to the right having a central angle of 55° 41'27" and a radius of 90.00 feet for an arc
distance of 87.48 feet (chord = South 00° 46'05" East, 84.08 feet - record = South 00° 47°56"" East, 84.08 feet);

5. thence South 27° 04'39" West, 170.14 feet;

6. thence on a curve to the right having a central angle of 71° 37'11" and a radius of 60.0 feet, for an arc
distance of 75.00 feet (chord = South 08° 43'57" East, 70.21 feet);

7. thence South 44° 32'32" East, 50.94 feet;

8. thence on a curve to the right having a central angle of 69° 10'16" and a radius of 25.00 feet, for an arc
distance of 30.18 feet (chord = South 09° 57'24™ East, 28.38 feet - record = South 11° 23'51" East, 30.18 feet)

to a point on the West right of way of Lower Pack River Road:
thence Southerly along said right of way for the following four (4) courses:

1. on 2 non tangential curve to the right havirg a central angle of 04° 15'19"" and a radius of 1180.00 feet for
an arc distance of 87.69 feet (chord = South 22° 30'38™ West, 87.67 feet);

2. thenee South 20° 22'44" West, 114,57 feet;
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3. thence on a curve to the left having a central angle of 22° 29'50" and a radius of 502.65 feet, for an arc
distance of 197,36 feet (chord = South 09° (749" West, 196.10 feet)

4. thence South 02° 07'06" East, 157.81 feet to the Northerly right of way of State Highway No. 200;

thence along the highway right of way, South 77° 42728" West, 72.14 feet (record = South 78 15'06" West,
71.11 feet);

thence continuing along the Highv;vay right of way, South 69° 44'57" West, 262.22 feet (record = South 69°
43'16" West, 261.65 feet) to the West line of the Southwest quarter of the Southeast quarter of said Section

36;

thence along the West line of the Southwest quarter of the Southeast quarter, North 00° 08'19"" East, 1223.36
feet (record = North 00° 07'13" East, 1223.17 feet) to the point of beginning,

PARCEL §:

That portion of the Soatheast quarter of the Northeast quarter of Sectien 36, Township 58 North, Range 1
West of the Boise Meridian, Bonner County, Idaho, lying West of the Lower Pack River Road,

EXCEPT the First Addition to Hidden Lakes Subdivision, according to the plat thereof, recorded in Book 4
of Plats, Page 161, record of Bonner County, Idaho.

SECTION C:

PARCEL 1:

All that portion of the Southeast Quarter in Section 36, Township 58 North, Range 1 West, Boise Meridian,
Booner County, Idaho, lying South ef State Highway 200; and all that portion of Government Lot 4 in
Section 31, Township 58 North, Range 1 East, Boise Meridian, Bommer County, Idahe, lying Seuth of State

Highway 200;
LESS the following described property:

A tract of land in the Southeast quarter of Section 36, Township 58 North, Range 1 West of the Boise
Meridian, Bonner County, Idahe, being that preperty described in Instrument No. 92981, records of Bonner

County, Idabo and more particularly described as follows:
Commencing at the Southeast corner of said Section 36;

Thence along the East line of Section 36, North 00° 08'06™ East, 460.00 feet;

Thence perpendicular to the East line of the Section, North 89° 51'54" West, 568.00 feet to the true point of
beginning;

Thence South 47° 08'06" West, 250.00 feet;

Thence South 42° 51'54"" East, 348.50 feet;

Thence North 47° 48'06'* East, 250.00 feet;

Thence North 42° 51'54" West, 348.50 feet to the true point of beginning.

AND
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All that portion of Government Lots 2, 3, 4, 5, 6, 7, 8 and 9; the Southwest quarter of the Northeast quarter;
and the South half of the Northwest quarter of Section 2, Township 57 North, Range 1 West of the Baise
Meridian, Bouner County, Idahe, lying South of State Highway No. 200 and lying North and East of the
Northern Pacific Railroad (now Montana Raff Link) right of way.

LESS that portion of Section 2, Township 57 North, Range 1 West of the Boise Meridian, Bonner County,
Idaho; being that property described in Instrument Neo. 592059 and more particularly described as follows:

Beginning at a right of way monument on the South right of way of State Highway No. 200, from which the
Northwest corner of said Section 2 bears North 25° 54'43'" West, 798.00 feet (record = North 26° 28'08" West,

798.11 feet;
Thence along the South right of way of the Highway, North 68°35'39" East, 266.10 feet;

Thence continuing along the Highway right of way, on a curve to the e left (radial bearing = North 14° 03'28"
West) having a central angle of 0¢° 08'55" and a radius of 5799.58 feet for an arc distance of 15.03 feet (chord

= North 75° 52°05" East, 15.03 feet - total distance along right of way from point of beginning = 281.13 feet -
= 281.13 feet);

record

thence leaving said right of way Seuth 00° 04'10" West, 725.53 feet;

Thence North 89° 14'40" West, 330.00 feet;
Thence North 00° 03'26'' West 607.20 feet, to the Southerly right of way of State Highway No. 200;

Thence along said right of way North 79° 11'55" East, 70.38 feet to the true point of beginning.

LESS a tract of land lecated in Section 36, Township 58 North, Range 1 West and Section 2, Township 57
North, Range 1 West of the Boise Meridian, Bonner County, Idaho; being a portion of that preperty
described in Instrument No. 464572 and meore particularly described as follows:

Beginning at a point that is North 80° 05'57" East 386.02 feet from the South quarter of said Section 36, said
poixnt also being at the intersection of the South right of way of State Highway No. 200 and the East right of

way of the Old County Road;
Thence South 05° 14'00" East along the East right of way of the Old County Road, 171.80 feet;

Thence coniinuing South 14” 35'50" East along said East right of way, 254.70 feet to the intersection with the
North right of way of Old Highway 200 (FAP No. 95F);

Thence North 72° 38'24" East along said North right of way, 372.40 feet;

Thence countinuing along said North right of way, North 72° §8'33" East, 336.00 feet to the intersection with
the West high bank of Dry Creek;

Thence Northeasterly along said West high bank, a distance of 578 feet, more or less, to the intersection with
the South right of way of State Highway No. 200;

Thence Westerly along said South right of way the following six (6) courses:

. around a curve to the left with a radius of 2643.37 feet, a distance of 48.44 feet (chord = South 88° §2'31"
West, 48.43 feet);

2. North 79° 07'52" West, 100.50 feet;
3. around a carve to the left with a radies of 2668.37 feet for a distance of 247.30 feet (chord = South 82°
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54'00" West, 247.24 feet);

4. along a spiral curve (South = 02° 12'18"), a distance of 207.68 feet (chord = South 70° 27'12" West, 207.67
feet);

5. South 69° 43'21" West, 328.60 feet;

6. South 61° 11°'30" West, 119.79 feet to the point of beginning.

TOGETHER WITH any portion of the old highway right of way abandonment described in that certain

Quitclaim Deed, executed by the State of Idahe, as Instrument No. 696025 and recorded on January 11, 2006,
and lying within the bounds of the above described property.

AND

Government Lots 5, 9, 10 and 11; the Southeast quarter of the Northwest quarter; the East half of the
Southwest quarter; and Government Lot 6, all in Section 6, Township 57 North, Range 1 East of the Boise
Meridian, Bonaner County, Idahe.

LESS that property described in Instrument Neo. 22533, records of Bonner County, Idaho, and described as
follows:

Begioning at the North quarter corner of said Section 6, Township 57 North, Range 1 East of the Boise
Meridian, Bonner County, Idaho;

Thence South 1669.70 feet to Pack River and the True Point of Beginning;
Thence South 66° 47" West, 203 feet;

Thence South 69° 54' West 165.3 feet;

Thence South 79° 56' West, 242.5 feet;

Thence South 01° 11' East, 146 feet;

Thence South 25° 18° East, 118.20 feet;

Thence South 54° 29' East, 137.2 feet;

Thence South 68° 10" East, 267.1 feet;

Thence North 535.6 feet to a point 1669.7 feet South of the North quarter corner of Section 6.

LESS a tract of land im Government Lot 6 and the Southeast quarter of the Northwest quarter of Section 6,
Towuship 57 Nerth, Range 1 East of the Boise Meridian, Bonner County, Idahe, being that preperty
identified as Tract No. Q-1755-2 in Instrument No. 42975 and more particularly described as follows:

Beginning at a point on the Soatherly right of way of State Highway No. 200 which is Soath 55° 03'21"" East,
2460.29 feet from the Northwest corner of said Section 6 (record = South 55° 14" East, 2451.3);

Thence South 14° 53'00"” East, 223.22 feet (record);
Thence South 04” 43'00" East, 640.00 feet (record);

Thence South 39° 48'00" East, 430.00 feet (record);
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Thence South 30° 28'00" East, 387.49 feet (record = 500 feet plus or minus) to the East line of the Southeast
quarter of the Northwest quarter of said Section 6.

TOGETHER WITH any portion of the Old Highway right of way sbandopment described in that certain
Quitclaime Deed, executed by the State of Idaho, as Instrument Ne. 696625 and recorded on January 11, 2006,

lying within the bounds of the above described property
EXCEPTING therefrom all of the above described properties, any portion lying within the bounds of the
following Plats:

Replat of Golden Tee Estates and Golden Tee Estates 1st Addition aad unplatted land, recorded in Book 8 of
Plats, Page 77,

Golden Tee Estates- 2nd Addition, recorded in Book 8 of Plats, Page 79
Golden Tee Estates - 3rd Addition, recorded in Book 8 of Plats, Page 78,

Golden Tee Estates - 4th Addition, recorded in Book 8 of Plats, Page 80,

Golden Tee Estates - Sth Addition, recorded in Book 8 of Plats, Page 81 and Golden Tee Estates- 6th,
recorded in Book 8 of Plats, Page 82

PARCEL 2:

Lots 1,2,4,5,6,7,8,9 and 10, Black 1; Lots 1,2, 3, 4, 5,7, 8, 9 and 10, Block 2; Lots 1, 2, 3, 6, and 16, Block 3
of Goiden Tee Estates 2nd Addition according to the Plat thereof, recorded in Book 8 of Plats, Page 79,

records of Bonper County, Idaho and

lots1,3,5,6,7,8,9,10, 11, 12, 13, 14, 15, 16 and 17 Block 1; Lot 1, Block 2; Lots 1,2, 3,4, 5,6, 7 and 8,
Block 3; Lotz 1,2,3,4,5 6,7,8,9,10,11,12,13, and 15, Block 4; Lots 1,2, 7and 8, Block 5; Lots 1,2, 3, and
4, Block 6; Lots 3, 5, 6 and 10, Block 7: Lots 1, 2, 4, 5 and 6 Block 8; Lots 2, 3, 4 and 5, Block 9; Lots 6, and 8,
Bilock 10; Lot 2 Block 11 of Galden Tee Estates 3rd Addition, according te the Plat thereof, recorded in Book

8 of Plats, Page 78, records of Bonner County, Idahe.

AND

Lets 1,2,3,5, 6,7 and 8, Bleck 1; Lots 2, and 5, Block 2; Lots 1, 2 and 3, Block 3; Lots 1,2, 3,4, 5,6, 7, 8 and
9, Block 4; Lots 1, 4, 5, 6 and 7, Block S of Golden Tee Estates 4th Addition, according to the Plat thereof,

recarded in Book 8 of Plats, Page 80, records of Bonner County, Idaho,

AND

Lots 1,4,5,6,7,8and 9, Block 1; Lots 1, 3, 5,6, 7, 8, 9, 10 and 11, Block 2 of Golden Tee Estates Sth
Addition, according to the Plat thereof, recarded in book 8 of Plats, Page 81 records of Bonner County,

Idaho.

AND

Lots 2, 6,7 and 8, block 1; Lots 1, 2, 3, 4 and 5, Block 2; Lot 1, Block 3; Lots 1, 2, 3, 4 and 5, Block 4; Lot 1,
Block 5 of Colden Tee Estates 6th Addition, according to the Plat thereof, recorded in Book 8 of Plats, Page
82, records of Bonner County, Idaho.

SECTION D:
PARCEL 1:

1990




That portion of the Southwest guarter of the Southwest quarter of Section 16, Township 57 North, Range 1
East, Baise Meridian, lying West of the State Highway No. 200 right of way and East of the Northern Pacific
Railway right of way; and lying North of the North line of the following described tract:

Beginniug at 3 point where the Section Hne between Sections 16 and 21, Township 57 North, Range 1 West,
Boise Meridian, intersects the State Righway on the Westerly side as it now exists;

thence in a Northwesterly direction along the Westerly side of said Highway, 752 feet;

thence in a Southwesterly direction, 97 feet;
thence in a Southeasterly direction, 672 feet to the Section line between Sections 16 and 21;

thence East on said Section line between said Sections 16 and 21, 104.25 feet, more or less, to the place of
beginning.
SAID parcel is now described as follows:

A tract of land sitaated in the Southwest quarter of the Southwest quarter of Section 16, Township 57 North,
Range 1 East of the Boise Meridian, Bonner County, Idaho, lying Southwest of the right of way of State
Highway Ne.200 and Northeast of the right of way of Mentana Rail Link Railway; being s portion of that

property described as Parcel 1 of Instrument No. 168846 and more particularly described as follows:

Commencing at the intersection of the South line of the Southwest quarter of the Southwest quarter of
Section 16 and the Northeasterly right of way of Montana Rail Link Railway which is South 88* 10'56" East,

944.95 feet from the Southwest corner of Seetion 16;

Thence leaving said South line and along said right of way North 23° 38'59" West, 672.00 feet to the true
point of beginning;

Thence continwing along said right of way North 23° 38'59" West, 786.99 feet to the intersection with the
North line of the Southwest quarter of the Southwest quarter;

Thence leaving said right of way and along said Nerth line South 88° 43'23" East, 241.38 feet to the Westerly
right of way of State Highway No. 200;

Thence leaving said North line and along said right of way the following four (4) courses:

on a non-tangential curve to the right having a central angle of 01° 19°25" (radial bearing = Sonth 73° 15'16"
West), a radius of 768.50 feet, for an arc length of 17.75 feet (chord = South 16° 06°41" East, 17.75 feet);

Thence along a line offset 50.00 feet Westerly of and parallel to a spiral curve (centerline Is = 200 feet, a = 3.5,
S =7°) for a chord of South 10° 43'01"' East 193.87 feet);
Thence South 08° 25'19" East, 86.06 feet;

Thence on a curve to the left having a central angle of 13° 56'48"', a radius of 1482.53 feet, for an arc length of
360.87 feet (chord = South 15° 23'43" East, 359.98 feet);

Thence leaving said right of way South 44° 37'10"" West, 106.45 feet (record = "Southwesterly 97 feet") to the
true point of beginning.

PARCEL 2:

That part of the Southwest quarter of the Southwest guarter in Section 16, Township 57 North, Range 1 East
of the Boise Meridian, lying South and West of the Burlington Northern Inc. Railway right of way and
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Thence South 42° 08'45" East, 77.28 fee(;
Thence South 80° 05'07" East, 145.49 feet;
Thence South 55° 15'32" East, 86.34 feet;
Thence South 46° 56'31" East, 113.98 feet;

Thence South 75° 43'10" East, 58.83 feet;

Thence South 37° 48'28" East, 27.37 feet to the intersection with the South line of the Southwest quarter of
the Southwest quarter;

Thence leaving said creek centerline and along said South line South 88° 10'56" East, 116.80 feet to the true
point of beginning.

PARCEL 3:

A portion of the Northeast quarter of the Northwest quarter and Government Lot 1 of Section 21, Township
57 North, Range 1 East, Boise Meridian, Bonner Connty, Idaho, described as follows:

Beginping at 3 point where the Soath line of the Northeast quarter of the Northrwest quarter of Sectien 21,
Township 57 North, Range 1 East of the Boise Mexidian, Bopuer County, Idaho, intersects the West line of
the Northern Pacific Raflroad Company right of way;

thence 600 feet Northerly aleng said railroad right of way;
thence West to the meander line of lake;
thence 600 feet Southerly to the South line of Lot 1 of said Section 21;

thence East to the Point of Beginning.

SAID parvcel is now described as follows:

A tract of fand sitnated in the Northeast quarter of the Northwest quarter and Goverument Lot 1 of Section
21, Township 57 North, Range 1 Fast of the Boise Meridian, Bonner County, Idaho, more particularly

described as follows:

Beginning at the intersection of the South line of the Northeast quarter of the Northwest quarter of Section 21
and the Westerly right of way of Montana Rail Link Railroad which is South 88° 55'48" East, 139.54 feet
from the Southwest corner of said Northeast quarter of the Northwest quarter;

Thence leaving said South line and along said right of way the following twa (2) courses:

On 2 non-tangeatial carve to the left having a central angle of 10° 44°25™ (radial bearing = South 65° §1'49"
West) a radius of 2664.79 feet, for an arc length of 499.53 feet (chord = North 30° 20'24" West, 498.80 feet);

Thence North 25° 10'12" West, 100.47 feet;

Thence leaving said right of way and parallel to the South line of Government Lot 1, North 88° 55'43"
West,936.05 feet to the meznder line of Lake Pend Oreille as defined in the original GLO Survey;

Thence along said meander line the following two (2) courses:

South 14° 25'48" East, 271.54 feet;
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Thence South 46° 40'48" East, 378.00 feet to the intersection with the South line of Government Lot 1;

Thence along said South line South line South 88° 55'48" East, 748.52 feet to the Sowtheast corner of
Government Lot 1;

Thence along the South line of the Northeast quarter of the Northwest quarter, South 88° 55'48" East, 139.54
feet to the true point of beginning.
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Loan No. P0106

NOTE SECURED BY MORTGAGE

$2,700,000.00 August 1, 2008

In installments as herein stated, for value received, the undersigned, promises to pay to PENSCO
TRUST CO., custodian foo BARNEY NG, or order (“Lender’), at 201 Lafayette Circle, 2nd Floor,
Lafayctte CA 94549, or such other place as may be designated by Lender in writing, the principal
sum of TWO MILLION SEVEN HUNDRED THOUSAND DOLLARS AND NO/100 CENTS
($2,700,000.00), plus interest on the unpaid principal balance cutstanding from time to time. On the
first day of each calendar month during the term of this Note, the undersigned shall pay Lender a

MONTHLY INSTALLMENT payment of interest equal to the interest which accrued during the
preceding calendar month on the principal balance of this Note outstanding during such preceding
calendar month. On the MATURITY DATE all unpaid principal and any accrued interest or other

charges shall be due and payable in full,

The interest rate to be charged by Lender for the term of this Note shall be TWELVE per cent (12%)
per apnum, predicated upon a 360 day year.

This Note is for a term of twenty-four (24) full calendar months (plus the first partial month, if any)
following the date of recordation of the deed of trust or mortgage securing this Note. The

“MATURITY DATE” of this Note is the last day of the term.

The “MONTHLY INSTALLMENT” payment for the term of this Note shall be an amount equal to
interest only on the funded and outstanding principal balance of this Note from time to time.

PREPAID INTEREST: The undersigned agrees that at the time that the mortgage securing this
Note records, the undersigned will pre-pay the first three (3) montbs interest on this Note. This
prepaid interest is non-refundable, even if this Note is paid off during the first three (3) months
during the term of this Note. If this Note is paid off during the first three (3) months during the term
of this Note, no credit will be given for this pre-paid interest.

LOAN ORIGINATION POINTS: The undersigned agrees that Lender may retain the sum of
$189,000.00 as points for originating the loan in question. These points shall be deducted from the
proceeds of the loan at the time of funding by Lender, and retained by Lender for its own account.

These points will not be credited as payments towards principal, interest, or other amounts due under
this Note.

BALLOON PAYMENT: This Note is payable in full on the MATURITY DATE. The payments
required under this Note are not sufficient in amount to reduce the principal to zero on the
MATURITY DATE, therefore, on the MATURITY DATE there will be a balloon payment equal to
the unpaid principal plus all acerued and unpaid interest and other charges. THE UNDERSIGNED
ACKNOWLEDGES AND AGREES THAT LENDER IS NOT OBLIGATED TO REFINANCE

THE LOAN EVIDENCED BY THIS NOTE.

EXHIBIT
NOTE #P0106 {8-1-08) g Page 1 of 4
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PREPAYMENT: Except potentially for the loss of the prepaid interest, this Note may be pre-paid
in whole or in part at any time and from time to timne without premium or penalty.

LATE CHARGE: Ifany sum, excepta balloon payment, due hereunder is delinquent more than 10
days, the undersigned shall pay a late charge on each such sum of 10% of the delinquent amount. If
any balloon payment (defined as a payment which is more than double the regular MONTHLY
INSTALLMENT) is delinquent more than 10 days, then for each month that the balloon payment
remains unpaid the undersigned shall pay a monthly late charge equal to the late charge which could
be assessed on the largest regular MONTHLY INSTALLMENT due under this Note. All late

charges are to be paid immediately upon demand.

UNPAID CHECKS: If any check given fo Lender is returned by the bank unpaid, the undersigned
shall pay an unpaid check charge of $25.00. This amount is in addition to any late charge or default
interest which may be applicable. If, during the term of this Note, two or more checks are returned
by the bank unpaid, at any time thereafter Lender can require that all future payments be by cashier’s

check.

DUE ON SALE OR ENCUMBRANCE: This Note is secured by a MORTGAGE
ASSIGNMENT OF RENTS, SECURITY AGREEMENT, AND FIXTURE FILING which
contains the following provision, the terms of which are incorporated herein by this reference:
“Mortgagor shall not transfer the Property without the prior written consent of Mortgagee,
which consent may be withheld in Mortgagee's sole discretion. Consent to one transfer shall
not be deemed to be a waiver of the right to require consent to other transfers. Except for a
transfer resulting in a partial reconveyance of this Mortgage if the Note, any Loan Agreement
between Mortgagor and Mortgagee, or this Mortgage has a partial release clause, if Mortgagor
transfers the Property or any portion thereof, or any.interest therein, without first obtaining
the written consent of Mortgagee, all indebtedness secured by this Mortgage shall, at the
option of Mortgagee and without notice or demand, become immediately due and payable. As
used herein, fransfer includes, but is not limited to, the sale, option to sell, contract to sell,
convey, encumber, mortgage (including encumber by a mortgage), pledge, hypothecate, or
lease with option to purchase of the Property, or any portion thereof, or any interest therein,
whether voluntary, involuntary, by operation of law, or otherwise, or the transfer of more than

a 50% interest of Mortgagor if Mortgagor is anything other than a zatural person.”

APPLICATION OF PAYMENT; COSTS OF COLLECTION: Each payment and each
prepayment (if any) on this Note shall be credited first to interest or other charges then due and
payable to Lender and the remainder to principal, and interest shall thereupon cease upon the
principal so credited. All costs, expenses, advances and/or attorney’s fees incurred by Lender
relating to this Note or the deed of trust, mortgage, or security agreement securing this Note shall be
immediately owed by the undersigned to Lender. All such advances, expenses, and/or attorney’s
fees (which attorney’s fees are related to the enforcemnent or collection, but not the preparation or
negotiation, of this Note) shall accrue interest at the rate stated in this Note from the date mcurred
until paid. If any amounts which are payable under this Note are not paid when due, the
undersigned promises to pay, in addition to the principal and interest due vnder this Note, all costs of
collection and any reasonable attorney’s fees incurred by the Lender, whether or not suit is filed or

NOTE #P0106 (8-1-08) Page 2of 4
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foreclosure is commenced.

MISCELLANEOUS: A failure of the undersigned to fulfill any of the obligations contained i this
Note, the deed of trust, mortgage, or security agreement securing this Note, any loan agreement
between the parties, or any other agreement between the parties, shall also be deemed a default
under the provisions of this Note. Upon default under the provisions of this Note, Lender may
declare the outstanding principal amount of this Note and the interest accrued thereon, and all other
sums secured by the deed of trust, mortgage, or security agreement to be due and payable
immediately, and upon such declaration such principal and interest and other sums shall immediately
become and be due and payable without demand or notice. Principal and interest is payable in
lawful money of the United States of America. As an inducement to cause Lender to make this loan,
the undersigned represents that the undersigned has the financial ability to make the payments stated
herein. The undersigned consents to all renewals, replacements, and extensions of time for payment
hereof and waives notice, demand, protest and any applicable statute of limitations. Liability under
this Note and any deed of trust, mortgage, or security agreement relating to this Note shall be joint
and several. This Note shall inure to the benefit of and be binding on the parties hereto and their
respective heirs, personal representatives, successors, and assigns. This Note shall be govemed by
and construed in accordance with the laws of the state in which the real property encumbered by the
deed of trust or mortgage securing this Note is located (without regard to any conflict of laws or
principles) and the applicable laws of the United States of America.

COMPOUNDING: Any interest or other charge which becomes due under this Note or the deed
of trust, mostgage, ar security agreement securing this Note which remains due for more than
one month shall acerue interest as of the date the interest or other charge was otherwise due at
the same rate and upon the same terms as the principal under this Note.

RECOURSE OTHER THAN SECURITY: This Note shall be non-recourse against the
undersigned, meaning that Lender shall not seek to obtain a deficiency judgment against the
undersigned in the event that the proceeds resulting from the foreclosure of any deed of trust,
mortgage, or security agreement relating to this Note are inadequate to pay off this Note and all
related indebtedness of the undersigued to Lender. Notwithstanding the generality of the
foregoing, the undersigned shall be fully liable to Lender for waste, or damages suffered by
Lender as a result of fraud by the undersigned in connection with the delivery of this Note, or
fraud in the performance of the undersigned’s obligations under this Note or any deed of trust,
mortgage, or security agreement relating to this Note. Nothing contained herein shall prejudice
the right of Lender to foreclose any deed of trust, mortgage, or security agreement relating to this
Note or to recover (a) any rents, issucs, or profits under the provisions of any deed of trust,
mortgage, or security agreement relating to this Note, (b} any tenant security deposits, advance
or prepaid rents or other similar sums paid to or held by the undersigned or any other person, (c)
any insurance proceeds or awards resulting from condemnation or the exercise of the power of
eminent domain, and (d) any attorney’s fees or court costs incurred by Lender. Nothing
contzined herein shall in any manner or way constitate or be deemned to be a release or
imopairment of the indebtedness evidenced by this Note or otherwise affect or impair the
enforceability of this Note or the deed of trust, mortgage, or security agrcement relating to this

Note.
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DEFAULT INTEREST RATE: If this Note or the deed of trust, mortgage, or security
agreement securing this Note is in default for more than one month, then the interest rate on this
Note during the period of such default shall be automatically increased, effective as of the date
of default and continuing until the default is cured, to an amount cqual to the interest rate stated

on the first page of this Note plus five percent (5%).

SECURITY: This Note is secured by one or more deeds of trust, mortgages, or security
agreements of even date.

THE UNDERSIGNED ACKNOWLEDGE(S) AND UNCONDITIONALLY
AGREE(S) THAT THE WRITTEN AGREEMENTS AND DOCUMENTS
PREPARED BY LENDER AND EXECUTED BY BORROWER(S) AND
LENDER REPRESENT THE FINAL AGREEMENT BETWEEN THE
PARTIES. THE WRITTEN LOAN DOCUMENTS MAY NOT BE
CONTRADICTED BY ANY PRIOR, CONTEMPORANEOUS, OR
SUBSEQUENT ORAL AGREEMENTS OF THE PARTIES. THERE ARE NO
UNWRITTEN OR ORAL AGREEMENTS BETWEEN THE PARTIES, NOR
CAN ANY UNWRITTEN OR ORAL AGREEMENTS BE MADE IN THE

FUTURE.

PEND OREILLE BONNER
DEVELOPMENT, LLC, a Nevada limited
liability Company

By: PEND OREILLE BONNER
DEVELOPMENT HOLDING, INC., a Nevada

corporation, its managing member

By: 2552241_;2%§ﬁ€§l~a\.~“

Charles W. Reeves, President
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MORTGAGE
Assignment of Rents, Security Agreement, and Fixture Filing

This “Mortgage” is dated as of August 1, 2008.

The “Mortgagor” under this Mortgage is Pend Oreille Bonner Development, LLC, a
Nevada limited liability company.

The Mortgagor's address for notice is 6900 South McLarran Blvd, Suite 1010, Reno,
Nevada 89509.

The “Mortgagee” under this Mo‘rfgage is PENSCO TRUST CO., custodian fbo
BARNEY NG.

Mortgagor has contracted to borrow from Mortgagee the principal sum of $2,700,000.00
and is indebted to Mortgagee for so much of said loan as Mortgagee shall disburse to
Mortgagor from time to time. This debt is evidenced by a NOTE SECURED BY
MORTGAGE of even date herewith, with a maturity date oun the date that that is the last
day of the twenty-fourth (24th) full calendar month (plus the first partial month, if any)
following the date of recordation of this Mortgage (the “Maturity Date™).

This Mortgage is intended also as a fixture, minerals, and timber fjling.and is to be
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This Mortgage is dated as the day and year first set forth on page 1 hereof by
Mortgagor to Mortgagee, and it shall be effective and binding upon recordation.

WITNESSETH:

Mortgagor has executed an All-Inclusive Note Secured by Mortgage (“Note™) of
even date herewith in favor of Mortgagee. The principal amount under the Note is
$2,700,000.00. The advancement of the principal amount by Mortgagee to Mortgagor is
herein referred to as the “Loan.” Interest on the principal accrues at the rate of twelve
percent (12%) per annum, with all principal and accrued and unpaid interest being due
in full on the Maturity Date.

o consideration of the foregoing, and for other good and valuable consideration,
the receipt and sufficiency of which are hereby acknowledged, Mortgagor,
acknowledging the benefits to them of the Loan, hereby irrevocably GRANTS,
BARGAINS, SELLS and CONVEYS unto Mortgagee and Mortgagee’s respective heirs
and assigns, with right of entry and possession, all of Mortgagor’s present and hereafter
acquired estate, right, title and interest in, to and under all real and personal property of
Mortgagor located in Bouner County, [daho now owned or hereinafter acquired,
including, without limitation, that property more specifically identified in EXHIBIT A
of this Mortgage (the “Premises™).

Mortgagor further grants and assigns unto Mortgagee, and Mortgagee's
respective heirs and assigns, a first lien and security interest in and to the all of
Mortgagor’s rights, title, and interest in the Premises and property and property rights
appurtenant to, located on, existing in conjunction with the Premises (the “Mortgaged

Property™) including:

A. All and singular the easements, rights-of-way, water rights or every
kind and nature (including but not limited to claims, decrees, applications, permits,
licenses, storage rights, ditches and ditch rights, riparian and littoral rights), rights to
timber to be cut, minerals and mineral rights, rights of use or occupancy, privileges,
franchises, tenements, appendages, hereditaments and appurtenances and all other rights
thereunto belonging or in any way appertaining, and all of the estate, right, title,
interest, claim and demand whatsoever of Mortgagor therein or thereto, cither at law or
in equity, in possession or in expectancy, now or hereafter acquired, and

B. All fixtures, structures, buildings and improvements of every kind and
description now or at any time hereafter [ocated on the Premises (hereinafter referred to
as the “Improvements™), including but not limited. to all fences, sheds, barns, out
buildings, corrals and animal chutes, fixed irrigation equipment and pumps, wells, and
any additions to, substitutions for, changes in or replacements of the whole or any part
thereof, aow or at any time hereafter affixed to, attached to, placed upon or used in any
way in connection with the use, enjoyment, occupancy or operation of the Premises or
any portion thereof; and
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C. All right, title and interest of Mortgagor in and tg all'streets, railways,
roads, and public places, opened or proposed, and all easements and rights-of-way,
public or private, tenements, hereditaments, rights and appurtenances, now or hereafter
used in connection with, belonging or appertaining to, the Premises; and

D. All of the royalties, rents, issues, profits, revenue, income and other
benefits of the Premises, or arising from the use or enjoyment of all or any portion
thereof or from any lease or agreement pertaining thereto (collectively the “Profits™),
and all right, title and interest of Mortgagor in and to all leases (“Leases™) of the
Premisés now or hereafter entered into with all right, title and interest of Mortgagor
thereunder; subject to, however, the provisions contained in Section 1.9 hereof;

E. All plans, specifications, drawings, engineering or similar studies or
calculations, tests, surveys, designs, or related materials pertaining to the Premises;

F. All entitlements, permits, approvals, pending applications, rights to
utilize or hook up to utilities, or agreements relating to the use or development of the

Premises;

G. All agreements (including agreements relating to washers, dryers, and
vending machines), contracts, escrows, escrow deposits, and other arrangemeats, now or
hereafter entered into, respecting or pertaining te the use, occupation, construction,
management or operation of the Premises;

H. All tradenames, trademarks, service marks, logos, copyrights,
goodwill, books, and records and all other general intangibles relating to or used in
connaction with the operation of the Premises;

1. All accounts, accounts receivable, books, records, documents,
instruments, chattel paper, claims, warranties, general intangibles, deposit accounts,
actions, claims, suits, judgments, proofs of claim in bankruptcy, and causes of action
which now or hereafter relate to, are derived from, or are used in connection with the
Premises or any personalty related to the Premises;

J. AH proceeds (including claims and demands therefor) of the
conversion, voluntary or involuntary, of any of the foregoing into cash or liquidated
claims, including, without limitation, proceeds of insurance and condemuation awards;

and

K. All unsold memberships in any golf, ski, boating, hunting, or other
similar organization servicing the owners, occupants, guests, or invitees at the Premises.

TO HAVE AND TO HOLD the Mortgaged Property for the purposes and uses
herein expressed and FOR THE PURPOSE OF SECURING, in such order of priority as

Mortgagee may elect:

MORTGAGE #P€106 (8-1-08) Page 3 of 30

2003




1. Payment of the aggregate of the unpaid principal balance of the Note, all
interest accrued and accruing thercon, and all other charges under the Note and any and
all modifications, extensions or renewals thereof.

2. Due, prompt, and complete observance, performance, and discharge of all
obligations of the Mortgagor under this Mortgage and any and all modifications,
extensions or renewals of this Mortgage,

3. Due, prompt, and complete observance, performance, and discharge of all
obligations of the Mortgagor under any other Mortgage, Security Agreement , Fixture
Filing, Loan Agreement, or other instrument given to further secure or evidence the
indebtedness under the Note, and any and all modifications, extensions or remewals

thereof (the “Other Mortgages™).

The foregoing obligations are referred to herein as the “Secured Obligations.”

MORTGAGE #P0106 (8-1-08) Page 4 of 30
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ARTICLE 1.

COVENANTS OF MORTGAGOR
Mortgagor covenants, warrants and agrees to and with Mortgagee as follows:

1.1 Mortgagor will pay the principal and all other sums becoming due with
respect to the Note at the time and place and in the manner specified in the Note,
according to the terms thereof. '

1.2 Morgagor has good and marketable title to the Mortgaged Property subject
to no lien, charge or encumbrance except for the lien of this Mortgage and those
exceptions set forth in the commitments for title insurance and policies of title
insurance provided for herein; this Mortgagz is and will remain a valid and enforceable
first lien on the Mortgaged Property. Mortgagor has lawful authority to grant, assign,
transfer and mortgage its interest in the Mortgaged Property in the manner and form
hereby done or intended. Mortgagor will preserve its interest in and title to the
Mortgaged Property and will forever warrant and defend the same to Mortgagee and
will forever warrant and defend the validity and priority of the lien hereof against the
claims of all persons and parties whomsoever, unless Mortgagor provides prior written
consent to subordination of its priority. Mortgagor shall promptly and completely
observe, perform and discharge cach and every obligation, covenant and agreement
affecting the Mortgaged Property whether the same is prior and superior or subject and

subordinate thereto.

13
(a) Mortgagor will, at its own cost and without expense to Mortgagee,

do, execute, acknowledge and deliver all and every such further acts, deeds, transfers
and assurances as Mortgagee shall from time to time reasonably require for the better
assuring, conveying, assigning, transferring and confirming unto Mortgagee the
property and rights hereby conveyed or assigned or intended now or hereafter so to be,
or which Mortgagor may be or may hereafter become bound to convey or assign to
Mortgagee, or for carrying out the intention or facilitating the performance of the terms
of this Mortgage, or for filing, registering or recording this Mortgage and, on demand,
Mortgagor .will execute and deliver, and after the occurrence and during the continuance
of an Event of Default hereby anthorizes Mortgagee to execute to the extent Mortgagor
may lawfully do so, one or more financing statements or comparable security
instruments to evidence more effectively the lien hereof upon the Mortgaged Property.

(b) Mortgagor will pay all filing, registration and recording fees, and
all expenses incident to the execution and acknowledgement of this Mortgage, any
modification or addition supplemental kereto, any security instrument with respect to
the Mortgaged Property, and any instrument of further assurance, and all federal, state,
county and municipal stamp taxes and other taxes, duties, imposts, assessments and
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governmental charges arising out of or in connection with the execution and delivery of
the Note, this Mortgage, any supplements hereto, any security instrument with respect
to the Mortgaged Property or any instrument of further assurance.

[.4 Mortgagor will maintain insurance with responsibie and reputable insurers
in such amounts and covering such risks as are reasonably requested by Mortgagee to
protect the interests of Mortgagee in the Mortgaged Property, and in the case of liability
insurance shall name the Mortgagee as additional insureds, and with respect to the
Mortgaged Property such insurance shail name the Mortgagee as loss payees and
additional insureds. The Mortgagor will furnish the Mortgagee with certificates or
other evidence of all insurance covering the Mortgaged Property. All insurance policies
shall provide that they shall not, with respect to the Mortgagor or Mortgaged Property,
be terminated or cancelled, nor shall, with respect to the Mortgagor or Mortgaged
Property, the coverages or amounts thereunder or thereof be reduced, without at least
thirty (30) days’ prior written notice to Mortgagee and shall protect the Mortgagee from
any breach of warranty by Mortgagor in connection therewith. Receipt of notice of
termination or cancellation of any such insurance policies or reduction of coverages or
amounts thereunder, with respect to the Mortgagor or Mortgaged Property, without
receipt prior to the termination, cancellation or reduction date of evidence of renewals
or replacements of such policies or of increase of such coverages or amounts, as the
case may be, shall entitle the Mortgagee to renew any such policies, cause the coverages
and amounts thereof to be maintained at levels satisfactory to Mortgagee or otherwise to
obtain similar insurance in place of such policies, in each case at the expense of the
Mortgagor. Mortgagor will promptly notify Mortgagee in writing after any loss or
damage: to the Mortgaged Property, including but not limited to any loss or damage
covered by any insurance,

1.5 Mortgagor, upon obtaining krowledge of the pendency or institution of any
proceedings for the condemnation of the Premises or any portion therecf or knowledge
of any casualty damage to the Mortgaged Property or damage of any kind. will promptly
notify Mortgagee in writing thereof. Mortgagee may participate in any proceedings and
join Mortgagor in adjusting any loss covered by insurance. All compensation, awards,
proceeds, damages, claims, rights of action, and payments to which Mortgagor may

- become entitled (“Awards”™) shall be paid over to Mortgagee to the extent that the

amount thereot' does not exceed the Secured Obligations. Notwithstanding the
foregomg, any Award that does not exceed $10,000.00 shall be paid over to Mortgagor,
provided that Mortgagor shall promptly repair any damage to Improvements occasioned
by any condemnation or casualty that gave rise to such Award. Mortgagee shall bave
the sole and absolute discretion, notwithstanding the fact that the security given hereby
may not be impaired by a partial condemnation, to apply any part or all of the Award
collected by it in connection with any condemnation proceeding (i) upon any
mdebtedness secured hereby and in such order as Mortgagee may determine, or

(ii} without reducing the indebtedness secured hereby, to the reimbursement of
Mortgagee for expenses incurred by them in the restoration of the Mortgaged Property.
Such application shall not cure or waive any default or notice of default hereunder or
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invalidate any act done pursuant to such notice. Mortgagor shall not be required to
repair any damage to Improvements occasioned by any condemnation or casualty if the
Award with respect thereto is collected by Mortgagee and is not applied by Mortgagee
to reimburse Mortgagor for its expenses in conjunction with such condemnation or

casualty.

1.6
(a) Mortgagor shall promptly pay and discharge all taxes, assessments

and other governmental charges on the Mortgaged Property prior to the date on which
substantial penalties are attached thereto, or establish adequate reserves for the payment
of such taxes, assessments and other governmental charges, and make all required
withholding and other tax deposits, except to the extent that such taxes, assessments or
other governmental charges or levies are being actively contested in good faith by
appropriate proceedings and are adequately reserved against.

(b) Mortgagor will pay, from time to time when the same shall become
due, all lawful claims and demands which, if uapaid, might result in or permit the
creation of a lien on the Mortgaged Property or any part thereof, or on the revenues,
issues, income and profits arising therefrom, and in general will do or cause to be done
everything necessary so that the lien hereof and its priority shall be fully preserved and
so that the Mortgaged Property shall remain unencumbered at the sole cost of
Mortgagor, without expense to Mortgagee. Provided, however, that Mortgagor may, at
Mortgagor’s sole expense, dispute any such claim or lien is a good faith basis for
dispute exists, provided that Mortgagor shall obtain a bond sufficient to release any
such lien prior to the foreclosure of any such lien.

1.7  All right, title and interest of Mortgagor in and to all extensions,
improvements, betterments, renewals, substitutes and replacements of and all additions
and appurtenances to the Mortgaged Property hereafter acquired by or released to
Mortgagor or constructed, assembled or placed by Mortgagor on the Premises, and all
conversions of the security constituted thereby, immediately upon such acquisition,
release, construction, assembling, placement or conversion, as the cdse may be, and in
each such case, without any further mortgage, conveyance, assignment or other act by
Mortgagor, shall become subject to the lien of this Mortgage as fully and completely
and with the same effect as though now owned by Mortgagor and specifically described
in the granting clause hereof, and at any and ali times Mortgagor will execute and
deliver to Mortgagee any and all such further assurances, mortgages, conveyances or
assignments thereof as Mortgagee may reasonably require for the purpose of expressly
and specifically subjecting the same to the lien of this Mortgage.

1.8 This Mortgage shall constitute a security agreement with respect to any
part of the Mortgaged Property that is “fixtures” and any other part of the Mortgaged
Property that constitutes tangible or intangible personal property (including, without
limitation, all proceeds and products of the Premises) and Mortgagor hereby grants to
Mortgagee a first priority security interest in said collateral. Mortgagor hereby
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authorizes Mortgagee to file with the appropriate filing officer or office at Mortgagor’s
sole cost and expense such security agreements, financing statements or other
instruments as Mortgagee may reasonably request or require in order to impose or
perfect the lien or security interest created hereby more specifically thereon. In the
event of a default under this Mortgage or the Other Mortgages, Mortgagee shall be
entitled to foreclose its security in said collateral in the manner provided by law.

1.9 Mortgagor will not execute any lease of all or part of the Mortgaged
Property without Mortgagee’s prior written consent, which consent shall be given or
withheld in Mortgagee’ sole and absolute discretion, and will at all times promptly and
faithfully perform or cause to be performed, all of the covenants, conditions and
agrcements contained in all leases of the Mortgaged Property now or hereafter existing
on the part of the lessor thereunder to be kept and performed.

1.10 Without the prior written consent of Mortgagee being first had and
obtained, which consent shall be granted or withheld in Mortgagee’ sole and absolute
discretion, Mortgagor will not execute or deliver any pledge, security agreement,
mortgage or deed of trust or similar security instrument covering all or any portion of
the Mortgaged Property or any interest therein (“Subordinate Mortgage™).

1.11  Mortgagor will not commit any waste on the Premises. Morigagor will
not materially change the use of the Mortgaged Property. Mortgagor will not make any
application to any federal, state or local governmental authority (“Governmental
Authority”) for a change in zoning or a change in any other similar law, ordinance,
statute, rule, order, decree, directive or regulation (“Laws”) affecting the Mortgaged
Property nor will Mortgagor consent to any such change without the prior written
consent of Mortgagee, which consent shall be granted or withheld in the sole discretion
of Mortgagee, except for or with respect to any change which would not have a2 material
adverse effect on the business, properties, assets, operations or condition, financial or
otherwise, of Mortgagor, or otherwise on the ability of Mortgagor to carry out its
obligations under the Note and this Mortgage, or a change which is required for the
development of the Property. Mortgagor will at all times comply in all material
respects with all Laws ef any Governmental Authority having or exercising jurisdiction
over the Premises or otherwise affecting the Mortgaged Property or any portion thereof,
will maintain and keep the Improvements and Mortgaged Property in good operating -
order and condition, and will promptly make, from time to time, all repairs, renewals,
replacements, additioas and improvements in connection therewith which are needful or

desirable to that end.

1.12 Mortgagor will, at any reasonable time and from time to time, upon notice
to the Mortgagor, permit the Mortgagee or its representatives to inspect the Mortgaged

Property.
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1.13 Mortgagee shall be subrogated, notwithstanding their release of record, to
any liens, superior titles, mortgages, deeds of trust, liens, encumbrances, rights, equities
and charges of all kinds heretofore or hereafter existing on the Mortgaged Property to
the extent that the same are paid or discharged by Mortgagee or from the proceeds of
the loan evidenced by the Note.

1.14 Without affecting the liability of Mortgagor or of any other person who is
or shall become bound by the terms of this Mortgage or who is or shall become liable
for the performance of any obligation secured hereby, Mortgagee may, in such manner,
upon such terms and at such times as they deem best and without netice or demand,
release any party now or hereafter liable for the performance of any such obligation,
extend the time for such performance, accept additional security therefor, and alter,
substitute or release any property securing such performance. No exercise or non-
exercise by Mortgagee of any of its rights under this Mortgage, no dealing by
Mortgagee with any person, firm or corporation and no change, impairment, loss or
suspension of any right or remedy of Mortgagee shall in any way affect any of the
obligations of Mortgagor hereunder or any security furnished by Mortgagor, or give
either Mortgagor any recourse against Mortgagee.

1.15 Except for a sale resulting in a partial reconveyance in accordance with
the provisions Section 1.21 of this Mortgage, Mortgagor shall not sell, assign, transfer
or encumber in any way Mortgagor’s interest or any portion thereof in the Mortgaged
Property, without the prior written consent of Mortgagee. '

1.16 ~Mortgagor will not cause, permit or suffer any default or Event of Default
under the Note, this Mortgage or the Other Mortgages or any other document or
instrument securing or pertaining to the Note.

1.17 Mortgagor will comply with all applicable Environmental Laws, except to
the extent that any noncompliance would not have a material adverse effect on the
business, properties, assets, operations or coadition, financial or otherwise, of the
Mortgagor, or otherwise on the ability of Mortgagor to carry out its obligations under
the Note; and Mortgagor will provide to Mortgagee, promptly upon receipt, copies of
any correspondence, notice, pleading, citation, indictment, complaint, order, decree or
other document from any source asserting or alleging a circumstance or condition which
requires or is reasonably likely to fequire a financial contribution by the Mortgagor
under any Environmental Laws or which seeks damages or civil, criminal or punitive
penalties from the Mortgagor for an alleged violation of any Environmental Laws. In
the event of any such circumstance, the Mortgagor agrees to permit the Mortgagee or
any independent agent selected by the Mortgagee to conduct an environmental
assessment at the Mortgagor’s expense but in such 2 manner so as not to unreasonably
interfere with the business operations of the Mortgagor. This provision shall not relieve
the Mortgagor from conducting its own environmental investigations or taking any other

steps necessary to comply with any Environmental Laws.
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1.18 Mortgagor will comply with the requirements of all applicable laws, rules,
regulations and orders of any governmental authority, except when the failure to so
comply would not bave a material adverse effect on the business, properties, assets,
operations or condition, financial or otherwise, of the Mortgagor or either of them, or
otherwise on the ability of the Mortgagor to carry out their obligations under the Note.

1.19 If Mortgagor's interest in the Mortgaged Property, or any portion thereof,
is that of a lessce, then Mortgagor shall: (i) pay prior to delinquency all rent and other
charges that fall due under the provisions of such lease; (ii) fully, faithfully, and
punctually observe and perform all other terms, covenants, agreements, and conditions
required of it under the terms of such lease; (iii) promptly notify Mortgagee, in writing,
of the default by Mortgagor or the lessor under any provisions of such lease, or of the
occurrence of any event which, with notice or the passage of time, would constitute a
default under such lease; (iv) promptly cause any notice which it receives from the
lessor under such lease to be delivered to Mortgagee; (v) if any indebtedness secured by
this Deed of Trust remains unpaid at a time whea notice may or must be given by
Mortgagor of the exercise of any right or option to extend the term of such lease, then
Mortgagor shall promptly give notice of the exercise of such right or option in
accordance with the provisions of such lease; (vi) promptly notify the lessor under such
lease of the existence and execution of this Mortgage and the name and address of
Mortgagee; and (vii) not terminate (including a termination or rejection as a part of any
bankruptcy or similar proceeding), cancel, surrender, modify, change, alter, or amend
such lease, either orally or in writing, without the written consent of Mortgagee.
Without imposing any obligation upon Mortgagee to do so, Mortgagor hereby appoints
Mortgagee as Mortgagor's attorney in fact to perform any or all of the foregoing acts to
the extent necessary to preserve and protect Mortgagor and/or Mortgagee’s interest in

said leasehold estate.

1.20 Except for a sale resulting in a partial reconveyance in accordance with
the provisions of section 1.21 of this Mortgage, Mortgagor shall not transfer the
Property without the prior written consent of Mortgagee, which consent may be
withheld in Mortgagee's sole discretion. Consent to one transfer shall not be deemed to
be a waiver of the right to require consent to other transfers. Except for a transfer
resulting in a partial reconveyance of this Mortgage if the Note, any Loan Agreement
between Mortgagor and Mortgagee, or this Mortgage has a partial release clause, if
Mortgagor transfers the Property or any portion thereof, or any interest therein, without
first obtaining the written consent of Mortgagee, all indebtedness secured by this
Mortgage shall, at the option of Mortgagee and without notice or demand, become
immediately due and payable. As used herein, transfer includes, but is not limited to,
the sale, option to sell, contract to sell, convey, encumber, mortgage (including
encumber by a mortgage), pledge, hypothecate, or lease with option to purchase of the
Property, or any portion thereof, or any interest therein, whether voluntary, involuntary,
by operation of law, or otherwise, or the transfer of more than a 50% interest of

Mortgagor if Mortgagor is anything other than a natural person.
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1.21° Mortgagee will issue a partial release or reconveyance-as to the lien of
this Mortgage as to any lot sold by Mortgagor resuiting in a payment by Mertgager
to either MORTGAGE FUND ’08 LLC or R.E. LOANS, LLC in accerdance with
the provisions of any loan agreements between Mortgagor and MORTGAGE FUND
'08 LLC or R.E. LOANS, LLC.

ARTICLE 2.

EVENTS OF DEFAULT

Each of the following shall constitute an event of default (“Event of Default™)
hereunder:

2.1 The Mortgagor shall fail to pay interest or the principal amount of the Note
when due, or any fee or other amount payable under the Note, hereunder or under either
of the Other Mortgages, on the due date thereof.

2.2 Any representation or warranty by the Mortgagor shall prove to have been
incorrect when made in any material respect.

2.3 The Mortgagor shall fail to perform or observe any non-payment term,
covenant or agreement contained in this Mortgage, the Note, -or any Other Mortgages,
on their part to be performed er observed, which failure has not been cured by the
Mortgagor within any applicable cure period as may be provided for.

2.4 The sale, assignment, lease or other disposition of all or substantially all of
the Mortgaged Property, or the property encumbered by either of the Other Mortgages,
other than in compliance with this Mortgage or the Other Mortgages.

2.5 The occurrence of any other event of default as defined in the Note or the
Other Mortgages.

ARTICLE 3.
REMEDIES

Upon the occurrence and during the continuance of any Event of Default,
Mortgagee, and either and both of them, shall have the following rights and remedies:

3.1 Mortgagee may declare the entire principal of the Note then outstanding to
be due and payable immediately, and, notwithstanding the stated maturity in the Note or
any other term or provision of the Note or this Mortgage to the contrary, the outstanding
principal amount of the Note shall become and be immediately due and payable.

3.2 If Mortgagee shall have exercised the option provided in Section 3.1 above,
Mortgagee in person or by agent may, without any obligatien so to do and without
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notice or demand upon Mortgagor and without releasing Mortgagor from any obligation
hereunder (i) make any payment or do any act which Mortgagor haves failed to make or
do; (ii) enter upon, take possession of, manage and operate the Mortgaged Property or
any part thereof; (iii) make or enforce, or, if the same be subject to modification or
cancellation, modify or cancel any leases of the Mortgaged Property or any part thereof
upon such terms or conditions as Mortgagee deem proper; and (iv) obtain and evict
tenants, and fix or modify rents, make repairs and alterations and do any acts which
Mortgagee deem proper to protect the security hereof. The entering upon and taking
possession of the Mortgaged Property, the collection of any rents, royalties, issues,
profits, revenue, income or other benefits and the application thereof as aforesaid shall
not cure or waive any default theretofore or thereafter occurring or affect any notice of
default hereunder or invalidate any act done pursuant to any such notice, and,
notwithstanding continuance in possession of the Mortgaged Property, or any part
thereof, by Mortgagor, Mortgagee or a receiver, and the collecticn, receipt and
application of rents, royalties, issues, profits, revenue, income or other benefits,
Mortgagee shall be entitled to exercise every right provided for in this Mortgage or by
law upon or after the occurrence and during the continuance of an Event of Default.
Any of the actions referred to in this Section may be taken by Mortgagee, or either of
them, in person or by agent, with or without bringing any action or proceeding, or by
receiver appointed by a court, and any such action may also be taken without regard to
the adequacy of the security for the indebtedness hereby secured. Further, Mortgagee,
at the expense of Mortgagor, may from time to time maintain and restore the Mortgaged
Property or any part thereof as Mortgagee may reasonably deem desirable and may

insure the same.

3.3 If Mortgagee shall have exercised the option provided in Section 3.1 above,
Mortgagee shall be entitled, without notice and to the full extent provided by law, to the
appointment by a court having jurisdiction of a receiver to take possession of and
protect the Mortgaged Property or any part thereof, and operate the same and collect the

rents and profits.

3.4 If Mortgagee shall have exercised the option provided in Section 3.1 above,
Mortgagee may bring an action in any court of competent jurisdiction to foreclose this
Mortgage or to enforce any of the covenants and agreements hereof. By virtue of
judicial proceedings or of a judgment or decree of foreclosure and sale, shall operate to
divest all of the estate; right, title, interest, claim and demand whatsoever, whether at
law or in equity, of Mortgagor in and to the properties and rights so sold, subject to any
rights of redemption provided by law, and shall be a perpetual bar, beth at law and in
equity, against Mortgagor and any and all persons claiming or who may claim the same
or any part thereof from, through or under Mortgagor subject to any rights of

redemption provided by law.

3.5 - Upon any sale or sales made under or by virtue of this Article 3, Mortgagee
may bid for and acquire the Mortgaged Property or any part thereof and, in lieu of
paying cash therefor, may make settlement for the purchase price by crediting upon the
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indebtedness or other sums secured by this Mortgage the net sales price after deducting
therefrom the expenses of sale and the costs of the judicial proceedings, if any, with
interest at the Default Rate (as defined in the Note) and any other sums which
Mortgagee are authorized to deduct u‘nder this Mortgage.

3.6 Notwithstanding the appointment of any receiver, liquidator or trustee of
Mortgagor, or of any of their property, or of the Mortgaged Property or any part thereof,
if Mortgagee shall have exercised the option provided in Section 3.1 above, Mortgagee
shall be entitied to retain possession and control of all property now or hereafter held
under this Mortgage, including, but not limited to, the Profits.

3.7 No remedy herein conferred upon or reserved to Mortgagee is intended to
be exclusive of any other remedy herein or by law provided, but each shall be
cumulative and shall be in addition to every other remedy given hereunder or now or
hereafter existing at law or in equity or by statute. No delay or emission of Mortgagee
in exercising any right or power accruing upon any Event of Default shall impair any
right or power or shail be construed to be a waiver of any Event of Default or any
acquiescence therein, and every power and remedy given by this Mortgage to Mortgagee
may be exercised from time to time as often as may be deemed expedient.

3.8 Upon the occurrence of and during the continuance of any Event of
Default, and if Mortgagee shall have exercised the option provided in Section 3.1
above, Mortgagor agree to, upon demand by Mortgagee, vacate and surrender
possession of the Mortgaged Property to Mortgagee, or to a receiver, if any, and in
default thereof may be evicted by any summary action or proceeding for the recovery of
possession of leased premises for non-payment of rent, however designated.

3.9 In the event ownership of the Mortgaged Property or any portion thereof
becomes vested in a person other than the Mortgagor herein named, Mortgagee may,
without notice to the Mortgagor herein named, whether or not Mortgagee have given
written consent to such change in ownership, deal with such successor or successors in
interest with reference to this Mortgage and the indebtedness secured hereby, and in the
same manner as with the Mortgagor herein named, without in any way vitiating,
discharging or waiving Mortgagor’ liability hereunder, for the indebtedness hereby
secured or any Event of Default to the extent portion of ownership of the Mortgaged

Property has become so vested.

3.10 In the event that there be a judicial sale hereunder and if at the time of
such sale Mortgagor, or their heirs or assigns, be occupying the Premises and
Improvements or any part thereof so sold, each dnd all shall immediately become the
tenant of the purchaser at such sale which tenancy shall be a tenancy from day to day,
terminable at the will &f either tenant or landlord, at a rental per day based upon the
value of the Premises and Improvements, such rental to be due daily to the purchaser.
An action of unlawful detainer shalt lie if the tenant holds over after a demand in
writing for possession of said Premises and Improvements and this agreement and the
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trustee’s deed shall constitute a lcase and agreement ‘under which any such tenant’s
possession arose and continued.

3.11 In the event of an Event of Default under any of the Note, this Mortgage
or the Other Mortgages, Mortgagee may foreclose or exercise any right or remedy
provided hereunder. Upon Mortgagor’s default under this Mortgage or any Other
Mortgage, or upon any failure of Mortgagor to make payments or to satisfy his
obligations under the Note, Mortgagee, at its election, may foreclose and exercise its
rights and remedies under any one or more of this Mortgage and the Other Mortgages.

3.12 This Mortgage also constitutes a security agreement, on all of the terms
and conditions set forth herein, to the extent that any of the Mortgaged Property is
severable from the real property ("Collateral"). Mortgagor agrees that, as to the.
Collateral, Mortgagee shall have all of the rights and remedies of a secured party under
the Uniform Commercial Code, as well as all other rights and remedies available at law
or in equity. Mortgagor agrees to execute and deliver on demand, and irrevocably
authorizes, constitutes, and appoints Mortgagee the attorney-in-fact of Mortgagor to
execute, deliver, and/or file, any security agreements, financing statements,
continuation statements, or other instruments that Mortgagee may require to impose,
perfect, or continue the perfection of the lien or security interest created by this
Mortgage. On the occurrence of any default under the provisions of the Note, this
Mortgage, or any other agreement secured by this Mortgage, Mortgagee shall have the
right to enforce any and all of the rights and/or remedies of a secured party under the
Uniform Commercial Code including, without limitation: (i) the right to require
Mortgagor to immediately assemble all or any portion of the Collateral and to make the
same available to Mortgagee at any place designated by Mortgagee; (ii) the right to
immediately take physical possession of all or any portion of the Collateral wherever it
may be found, using all necessary lawful force to do so, and to exclude Mortgagor from
such possession, and Mortgagor waives all claims to damages arising from or connected
with any such taking or exclusion; (iii) the right to proceed with the foreclosure sale of
all or any portion of the Collateral, from time to time, in any manner as may be
permitted by Uniform Commercial Code, Idaho Code, Idaho Rules of Civil Procedure,
or any other apphcable statute, rule, or code; and, in Mortgagee's discretion, to operate
all or.any portion of the Collateral as a going concern pending the completion of any
foreclosure sale; and (iv) the right to sell all or any portion of the Collateral at one or
more public or private sales with or without having said Collateral at the place of sale,
and upon such terms and in such manner as Mortgagee may determine, and Mortgagee is
authorized to purchase the same at any such sale. Prior to any sale, Mortgagee may, at
its option, repair or recondition all or any portion of the Collateral to such extent as
Mortgagee may deem advisable and any sums expended therefore by Mortgagee shall be
immediately repaid by Mortgagor. Expeanses of retaking, holding, and preparing for
sale, selling, or the like will be borne by Mortgagor and will include Mortgagee's and
Mortgagee's attorney fees and legal expenses: Mortgagee will give Mortgagor at least
ten (10) days’ prior written notice of the time and place of any public sale or other
disposition of the Collateral or of the time of or after which any private sale or any

[
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other intended disposition is to be made. If the notice is sent to Mortgagor in the
manner provided for the mailing of notices in this Mortgage, it is deemed reasonable

notice to Mortgagor.

3.13 This Mortgage constitutes a financing statement filed as a fixture filing,
and it shall be recorded in the Official Records of the County Recorder of the county in
which the Mortgaged Property is located with respect to all fixtures included within the
term "Mortgaged Property” as used in this Mortgage and with respect to any goods,
Collateral, or other personal property that may now be or later become fixtures. The
address of Mortgagee, from which information concerning this security interest may be
obtained, is set forth in the upper left corner of page 1 of this Mortgage.

ARTICLE 4.

MISCELLANEOUS

4.1 In the event any one or more of the provisions contained in this Mortgage
or in the Note shall for any reason be held to be invalid, illegal or unenforceable in any
respect, such invalidity, illegality or unenforceability shall not affect any other
provision of this Mortgage, but this Mortgage shall be construed as if such invalid,
illegal or unenforceable provision had never been contained herein or therein.

4.2 If the lien of this Mortgage is invalid or unenforceable, or if the lien is
invalid or unenforceable as to any part of the Mortgaged Property, the unsecured or
partially secured portion of the Mortgagor’s obligations shall be considered to have
been completely paid prior to the payment of the remaining and secured portion of the
obligations secured hereby, and all payments made on the Mortgagor’s obligations,
whether voluntary or under foreclosure or other enforcement action or procedure, shall
be considered to have been first paid on and applied to the full payment of that portion
of the Mortgagor’s obligations which are not secured or fully secured by the lien of this

Mortgage.

4.3_. The granting of consent by the Mortgagee to any transaction as required by
the terms hereunder shall not be deemed a consent to past, future, or successive

transactions.

4.4 Mortgagor shall pay or reimburse Mortgagee for all reasonable expenses
incurred by Mortgagee before and after the date of this Mortgage with respect to any
and all actions, matters or transactions arising out of or related to this Mortgage.
Mortgagor acknowledges that from time to time the Mortgagor may receive statements
for such expenses, including, without limitation, attarneys’ fees and disbursements.

Mortgagor shall pay such statements promptly upon receipt.

4.5 Mortgagor shall indemnify and hold harmless the Mortgagee from and
against all claims, damages, losses and liabilities (including, without limitation,
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reasonable attorneys’ fees and expenses) arising out of or based upon any matter related
to the Mortgaged Property and the occupancy, ownership, maintenance or management
of the Mortgaged Property by the Mortgagor. The Mortgagor further shall be personally
and solely responsible for and shall indemnify and hold harmless the Mortgagee from
and against any loss, damage, cost, expense or liability directly or indirectly arising out
of or attributable to the breach of any representation, warranty or covenant contained in
this Mortgage or the Note relating to the Environmental Laws or the use, generation,
storage, release, threatened release, discharge, disposal or presence of hazardous
substances on, under or about any of the Mortgaged Property owned or leased by the
Mortgagor, including without limitation (1) all consequential damages, (2) the costs of
any required or necessary repair, cleanup or detoxification of the property and (3) all
reasonable costs and expenses incurred by the Mortgagee or either of them in
connection therewith, including but not limited to reasonable attorney’s fees. The
indemnifications in this paragraph are personal to the Mortgagor notwithstanding the
general non-recourse nature of the Note and shall be in addition to any other liability
that the Mortgagor may otherwise have to the Mortgagee and these indemnifications
shall survive any foreclosure of this Mortgage and the satisfaction of the indebtedness

secured hereby.

4.6 All written notices expressly provided hereunder to be given by Mortgagee
to Mortgagor and all notices and demands of any kind or nature whatsoever which
Mortgagor may be required or may desire to give or serve on Mortgagee shall be in
writing and shall be served by personal delivery, telecopier, overnight courier or by
registered or certified U.S. mail, return receipt requested, to the address set forth on the
first page of this Mortgage. Any such notice or demand so served shall be deemed
complete on the day of actual delivery if sent by personal delivery, telecopier, or
overnight courier, or upon the-date posted on the receipt if sent by certified mail.
Changes in address may be made with written notice thereof to all other parties in

accordance with the terms hereof.

4.7 All of the grants, obligations, covenants, agreements, terms, provisions and
conditions herein shall run with the land and shall apply to, bind and inure to the benefit
of the heirs and permitted assigns of Mortgagor and the heirs of Mortgagee, and the
permiited endorsees, permitted transferees, successors and permitted assigns of

Mortgagee.

4.8 This Mortgage may be executed in any number of counterparts and each of
such counterparts shall for all purposes be deemed to be an original, and all such
counterparts shall together constitute but onc and the same instrument.

4.9 The prevailing party in any legal action brought by one party against the
other and arising ‘6ut of this Mortgage-or the Note shall be entitled, in addition to any
other rights and remedies he: may have, to reimbursement for their expenses including
court costs and reasonable attorney fees.
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4.10 This Mortgage is to be construed and enforced according to the laws of
the State of Idaho.

4.11 Upon satisfaction in full by Mortgagor of all of their obligations under the
Note and this Mortgage, Mortgagee shall cause this Mortgage to be released of record.

THE UNDERSIGNED ACKNOWLEDGE(S) AND
UNCONDITIONALLY AGREE(S) THAT THE WRITTEN
AGREEMENTS AND DOCUMENTS PREPARED BY LENDER AND
EXECUTED BY BORROWER(S) AND LENDER REPRESENT THE
FINAL AGREEMENT BETWEEN THE PARTIES. THE WRITTEN
LOAN DOCUMENTS MAY NOT BE CONTRADICTED BY ANY
PRIOR, CONTEMPORANEOUS, OR SUBSEQUENT ORAL
AGREEMENTS OF THE PARTIES. THERE ARE NO UNWRITTEN
OR ORAL AGREEMENTS BETWEEN THE PARTIES, NOR CAN
ANY UNWRITTEN OR ORAL AGREEMENTS BE MADE IN THE

FUTURE.

IN WITNESS WHEREOF, Mortgagor has executed this Mortgage as of the date set
forth above.

PEND OREILLE BONNER
DEVELOPMENT, LLC, a Nevada limited
liability Company

By: PEND OREILLE BONNER
DEVELOPMENT HOLDING, INC., a
Nevada corporation, its managing member

by LRR T Ao

Charles W. Reeves, President
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STATE OF 2086

COUNTY OF

BEFORE ME this 5 day o 2008, personally appeared Charles W.
Reeves, to me personally known to be son who is described in and who executed
the above instrument and acknowledged that he is the manager of the limited liability
company named above and that he is authorized as the manager of said company to
execute the foregoing on behalf of said company and that he executed the same of his

own free will to bind said company.
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EXHIBIT A

PARCEL 1:
A tract of land located in Section 36, Township 58 North, Range 1 West AND Section 31,

Township 58 North, Range 1 East of the Boise Meridian, Bonner County, Idaho, more
particularly described as follows:

That portion of said Sections 36 and 31 lying East of Pack River Road, a county road, West of
the Pack River, North of State Highway Mo. 200, and South of the South line of Government
Lot 1 of said Section 31 and South of the South line of the Northeast quarter of the Northeast

quarter of said Section 36;

LESS that land included in the Plat of Hidden Lakes Subdivision as recorded in Book 4 of Plats,
page 64, records of Bonner County, Idaho.

ALSO LESS a parcel of land in Section 36, Township 58 North, Range 1 West of the Boise
Meridian, Bonner County, ldahc more particularly described as follows:

Commencing 3t the Southeast corner of said Section 36; Thence North 52° 11' 33" West
953.40 feet (record per Instrument No. 457973 North 54° 29' 10" West, 1010.58 feet) to a
point on the Northerly right of way of State Highway No. 200 and the true point of beginning;
Thence North 01° 19°29" West, 244.70 feet (record per Instrument No. 457973 = North 01° 07
07" East, 244.28 feet); Thence South 88° 04'08" West, 348.50 feet (record per instrument No.
457973 South 87° 52' 03 West, 348.49 feet); Thence South 01° 19" 12" West, 250.00 feet
{record per instrument No. 457973 = South 01° 07' 07" West, 250.00 feet) to the Northerty
right of way of State Highway No. 200; Thence along said right of way North 80° 34' 15" East
66.04 feet (record per Instrument No. 457973 = North 79° 46’ 41" East, 66.62 feet); Thence
on a curve to the right having a central angle of 05° 47' 35" and a radius of 2803.37 feet, for
an arc distance of 283.45 feet (record per Instrument No. 457973 = a central angie of 05° 47"
02" and an arc iength of 282.99 feet) to the true point of beginning.

ALSO LESS a tract of fand in the Southeast Quarter of the Southeast quarter (SEL/4 SE1/4) of
Section 36, Township 58 North, Range 1 West of the Boise Meridian, Banner County, Idaho,
more particularly described as follows:

Commencing at a point on the East line of said Section 36, which is N 60° 08’ 06" £, 563.94
feet from the Southeast corner of the Section; thence, perpendicular to the East line of the
Section, N 88° 51' 54" W, 1103.43 feet to the Scuthwest corner of Instrument Number 457973
on the Northerly right of way of Highway 200 and the True Point of Beginning; thence, along
the Western boundary of Instrument No. 457973, N 01° 25' 02" E, 99.41 feet, to a 5/8 inch
rebar and plastic cap stamped PLS 3628; thence S 32° 20' 51" W, 132.00 feet, to a 5/8 inch
rebar and plastic cap stamped PLS 3628 on the Northerly right of way of Highway 200; thence,
along said cight of way, N 79° 54°' 11" E, 69.24 feet, to the True Point of Beginning.

AND ALSO LESS a tract of land in the Southeast Quarter of the Southeast quarter (SE1/4
SEL/4) of Section 36, Township 58 North, Range 1 West of the Boise Meridian, Boaner County,
Idaho, mare particularty described as follows:

Commencing at a point on the East line of said Section 36, which is N 00° 08' 06" E, 582.67
feet from the Southeast corner of the Section; thence, perpendicular to the East line of the
Section, N 89° 51' 54" W, 754.63 feet to the Southeast corner of Instrument Number 457973
on the Northerly right of way of Highway 200 and the True Point of Beginning; thence, along
the Eastern boundary of that property described in Instrument Number 457973, N 01° 19' 29"
E, 244.70 feet, to the Northeast corner of that property described in Instrument Number
457973, thence, along the Northern boundary of Instrument Number 457973, S 88° 04’ 68" W
77.25 feet, to a 5/8 inch rebar and plastic cap stamped P{S 3628, thence N 67° 17" 36" €,
84.44 feet, to a 5/8 inch rebar and plastic cap stamped PLS 3628; thence N 88° 04’ 08" E,
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41.01 feet, to.a 5/8 inch rebar and plastic cap stamped PLS 3628; thence S 01° 19 29" W,
277.55 feet, to a 5/8 inch rebar and plastic cap stamped PLS 3628 on the Northerly right of
way of Highway No. 200; thence, along said Highway right of way on a non-tangential curve to
the left (radial bearing = S 02° 28' 05* W), having a central angle of 00° 50’ 13* and a radius
of 2803.37 feet, for an arc distance of 40.95 feet (radial = S 01° 38' 12" W, chord = N 87° 5¢'
41" W, 40.95 feet), to the True Point of Beginning.

LESS a tract of land in Government Lot 2 of Section 31, Tewnship 58 North, Range 1 East of -
the Boise Meridian, Bonner County. Idaho, more particularly described as follows:

Beginning at the intersection of the North line of said Government Lot 2 and an existing fence
fine marking the right of way of an old County Road, said point belng South 89° 06' 38°" East,
398.07 feet from the Northwest corner of Government Lot 2 (record 361.00 feet); Thence
along said fence line as noted of record per Instrument No. 217765 on a curve to the left
(radial bearing = North 62° 13’ 42" East) having 2 central angle of 19° 17°35" and a radius of
650.32 feet, for an arc distance of 218.98 feet (chord South 37° 25’ 05" East, 217.95

feet); Thence continuing along said fence line, South 47° 03' 53" East, 43.24 feet; Thence
North 89° 06' 33" West, 12.33 feet; Thence continuing along the fence line, South 59° 55°24"
East, 65.99 feet to an iron pipe as described in Instrument No. 217765; Thence along the
fence line, South 70° 07’ 45" East, 262.49 feet to an iron pipe as described in Instrument No.
217765 (record South 70° 18' 00" East 262.00 feet; Thence South 54° 48' 04" East 67.00 feet;
Thence North 40° 08’ 56" East, 168.45 feet to the right bank of Pack River (record = 200.00
feet to the thread of Pack River);, Thence North 40° 08' 56" East to the Intersection with the
thread of Pack River; Thence Northerly and upstream aiong the thread line of Pack River to the
intersection with the North line of Government Lot 2 of said Section 31; Thence South 89° 06’
38" East, along said North line to the true point of beginning.

LESS a tract of land in Government Lots 1 and 2 of Section 31, Township 58 North, Range 1
East and the Southeast quarter of the Northeast quarter of Section 36, Township 58 North,

Range 1 West of the Boise
Meridian, Bonner County, Idaho and more particularly described as follows:

Mary's Pack River Lots and all that property dedicated to the public for right of way as shown
and recorded in Instrument No. 699091, records of Bonner County, Idaho.

PARCEL 2:
A tract of land located in Section 36, Township 58 North, Range 1 West AND Section 2,

Township 57 North, Range t West of the Boise Meridian, Bonner County, Idaho, more fully
described as follows: )

Beginning at a point that is North 80° 05’ 57" East, a distance of 386.02 feet from the South
quarter corner of said Sectian. 36, said point also being at the intersection of the South right of
way of State Highway

No. 200 and: the East right of way of the Ofd Country Road; thence South 5° 14' 00" East afong
said East right of way of the old country road, a distance of 171.80 feet; thence continuing
South 14° 35’ 50" East along said East right of way, a distance of 254.70 feet to an
intersection with the North right of way of Oid Highway No. 200 (FAP No. 95F); thence North
72° 38’ 24" East along said North right of way, a distance of 372.40 feet; thence continuing
atang said North right of way, North 72° 58' 33" East, a distance of 336.00 feet to an
intersection with the West high bank of Dry Creek; thence Northeasterly along said West high
bank, a distance of 578 feet, more or less, to an intersection with the South right of way of
said State Highway No. 200; thence Westerly along said South right of way the following six

(6) courses:
1) Around 2 curve to the left with a radius of 2643.37 fegt, a distance of 48.44 feet (the chord
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of which bears South 88° 02' 31" West, a distance of 48.43 feet);

2) North 79° 07' 52" West, 100.50 feet;

3) Around a curve to the left with a radius of 2668.37 feet, a distance of 247.30 feet (the
chord of which bears South 82° 54' 00" West, a distance of 247.24 feet) to a P.5.C.;

4) Along a spiral curve (S=2° 12.3"). a distance of 207.68 feet (the chord of which bears South
70° 27' 12" West, a distance of 207.67 feet) to a P.S.;

5) South 69° 43' 21" West, 328.60 feet;

6) South 61° 11' 30" West, 119.79 feet to the pomt of beginning.

AND TOGETHER WITH any portion of the oid Highway right of way abandonment, described in
that certain Quitclaim Deed, executed by the State of Idaho, as Instrument No. 696025 and
recorded on January 11, 2006, lying within the bounds of the above described property.

&nbsp;

PARCEL 3:
A tract of land in Government Lot 2 of Section 31, Township 58 North, Range 1 East of the

Boise Meridian, ‘Bonner County, Idaho, being that property described in Instrument No. 495753

and more particularly described as follows:
Beginning at a point on the West line of said Government Lot 2 (West line of Section 31) which

is South 00° 07° 21" West, 200.00 feet from the Northwest corner of said Government Lot 2;
Thence parallel to the North line of Government Lot 2, South 89° 06 38" East {record = South
89° 06’ 55" East) 562.61 feet (record 562.58 feet); Thence North 47° 03' 53" West, 43.24 feet
(record 43.21 feet); Thence on a curve to the right having a central angle of 19° 1735"
(record = 19° 17' 39") and a radius of 650.32 feet, for an arc distance of 218.98 feet (chord =
North 372 25' 03" West 271.95 feet) to the North line of Government Lot 2; Thence 2long said
North line North 89° 06’ 38" &nbsp;West (record = North 83° 06'55" West) 68.07 feet; Thence
South 27° 14’ 49" East 26.15 feet; Thence on a curve to the left having a central angle of 09°
49’ 00" and a radius of 710.32 feet, for an arc distance of 121.70 feet (chord South 32° 09’ 19"
East, 121.55 feet); Thence South 80° 25' 01" West 412.81 feet (record = South 80° 24’ 50"

West 412.82 feet) to the point of beginning.
EXCEPTING from Parcels 1, 2 and 3, the following two tracts:

Any portion encompassed by the Plat of GOLDEN TEE ESTATES PLANNED UNIT DEVELOPMENT
(PHASE ONE), according to the plat thereof, recorded in Boak & of Plats, Page 108, records of

Bonner County, ldaho.

AND any portion encompassed by the Plat of GOLDEN TEE ESTATES FIRST ADDITION,(PHASE
TWO) according to the piat thereof, recorded in Book 6 of Plats, Page 114, records of Bonner

County, Idaha.

EXCEPTING from Parcels 1 2 and 3 above any portion lying within the bounds of the following
plats:

REPLAT OF GOLDEN TEE ESTATES AND GOLDEN TEE ESTATES 1ST ADDITION AND
UNPLATTED LAND, according to the plat thereof, recorded in Book 8 of Plats, page 77, records

of Bonner County, Idaho.

REPLAT OF BLOCKS 15 AND 16 OF THE REPLAT OF GOLDEN TEE ESTATES & GOLDEN TEE
ESTATES 1ST ADDITION AND UNPLATTED LAND, according to the plat thereof, recorded in
Book 9 of Plats, page 5, records of Bonner County, Idaho.
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REPLAT OF LOTS 5 & 6, BLOCK 22 AND LOT 20, BLOCK 20, REPLAT OF GOLDEN TEE ESTATES
& GOLDEN TEE ESTATES 1ST ADDITION AND UNPLATTED LAND, according to the plat thereof,
recorded in Book 9 of Plats, page 6, records of Bonner County, Idaho.

PARCEL 4:
Block SA; &nbsp;Lot 1A, Blot:k 11; &nbsp;Lots 1A, 2A and 3A , Block 12; Lot 1, Block 14A; Lot

1, Block 17; Block 18; &nbsp,Lots 1,2, 3,8 11, 12, 13, 14 and 16, &nbsp;Block 20; Lot 4,
B!ock 22 of REPLAT OF GOLDEN TEE ESTATES AND GOLDEN TEE ESTATES 15T ADDITION AND
UNPLATTED LAND,-according to the plat thereof, recorded in Book 8 of Plats, page 77, records

of Bonner County, Idaho.

PARCEL §:
Lots 1A and 2A, Block 15 and Block 16A of A REPLAT OF BLOCKS 15 AND 16 OF THE REPLAT

OF GOLDEN TEE ESTATES & GOLDEN TEE ESTATES 157 ADDITION AND UNPLATTED LAND,
according to the plat thereof, racorded in Book 9 of Plats, page 5, records of Bonner County,

Idaho.

PARCEL 6:
Lot 20A, Black 20 and Lots 5A and 6A, Biock 22, A REPLAT OF LOTS 5 & 6, BLOCK 22 AND LOT

20, BLOCK 20, REPLAT OF GOLDEN TEE ESTATES & GOLDEN TEE ESTATES 1ST ADDITION AND
UNPLATTED LAND, according to the plat thereof, recorded in Book 9 of Plats, page 6, records

of Bonner County, Idaho.

PARCEL 7:
Lot 2, Block 3 in GOLDEN TEE ESTATES PLANNED UNIT DEVELOPMENT (PHASE ONE),

accor’cﬁng to the plat thereof, recorded in Book & of Piats, page 108, records of Bonner County,
ldaho.

PARCEL 8:
Lot 1, Block 1 of the FIRST ADDITION TO HIDDEN LAKES, according to the plat thereof,

recorded in Book 4 of Plats, page 161, records of Bonner County, Idaho.

PARCEL 9:
Lots 2, 3, 4 and 5, Block 2 of the SECOND ADDITION TO HIDDEN LAKES SUBDIVISION,

according to the plat thereof, recorded in Book 5 of Plats, page 58, records of Bonner County,
Idaho.

PARCEL 10:
A tract of land in the East half of the Northeast quarter of the Southwest quarter and the

Northwest quarter of the Southeast quarter of Section 36, Township 58 North, Range 1 West of
the Boise Meridian, Bonner County, Idaho, more particularly described as follows:

Beginning at the Southeast corner of the East haif of the Northeast quarter of the Southwest
quarter of said Section 36; Thence along the South line of the East haif of the Northeast
quarter of the Southwest quarter, North 89° 36' 27" West, 661.51 feet (record = North 89° 37
10" West, 661.57 feet to the Southwest corner of the East half of the Northeast quarter of the
Southwest quarter; Thence along the West line of the East haif of the Northeast quarter of the
Southwest quarter, North 00° t0' 22 Easg 856.45 feet (record = North 00° 09' 25" East,
856.45 feet); Thence North 89° 10’ 53" East, 30.21 feet (record = East, 29.58 feet) to the
Westerly right of way of Berry Drive (shown as Otympic Drive on the Second Addition Plat to
Hidden Lakes); Thence Southeasterly along said right of way the following six (6) courses:
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1. On a non-tangential curve to the left (radial bearing = North 87° 39' 13" East) having a
central angle of 36° 44' 06" and a radius of 131.00 feet for an arc distance of 83.99 feet
(record = 84.54 feet) (chord = South 20° 42' 50" East, 82.56 feet - record = South 20° 37' 27"

East, 83.08 feet);
2. Thence South 39° 04’ 53" East, 419.67 feet (record = South 39° 06’ 45" East, 419.68 feet;

3. Thence on a curve to the left having a central angle of 11° 42' 45" and a radius of 530.00
feet for an arc distance of 108.34 feet (chord = South 44° 56' 16" East, 108.15 feet - record =

South 44° 58' 08" East, 108.16 feet);
4. Thence South 50° 47' 39" East, 69.68 feet (record = South 50° 49' 31" East, 69.68 feet);

S. Thence on a curve to the right having a central angle of 23° 42" 51" and a radius of 970.00
feet, for an arc distance of 401.47 feet (chord = South 38° 56' 14" East, 398.61 feet - record =

South 38° 58' 05" East 398.61 feet);

6. &nbsp;Thence South 27° 04' 48" East, 31.65 feet to the Scuth iine of the Northwest quarter
of the Southeast quarter (record = South 27° 06' 40" East, 30.77 feet);

Thence leaving said right of way North 89° 36’ 03" West, 60.37 feet (record = North 89° 37
09" West, 59.55 feet) to the point of beginning.

PARCEL 11:
A tract of land located in a portion of the Southwest quarter of the Southeast quarter of

Section 36, Township 58 North, Range 1 West, Boise Meridian, Bonner County, Idaho, more
particularly described as follows:

- Beginning at the Northwest corner of said Southwest quarter of the Southeast quarter of
Section 36; Thence South 89° 36’ 03" East 60.37 feet (record = South 89° 37' 09" East, 59.55
feet) to the Westerly right of way of Berry Drive (shown as Otympic Drive on the Plat of the
Second-Addition to Hidden Lakes); thence along said right of way for the following four (4)

courses;
1. South 27° 04' 48" East, 299.95 feet (record = South 27° 06' 40" east, 300.83 feet);

2. North 62° 55' 12" East, 60.00 feet (record = North 62° 53' 20" East, 60.00 feet);

3. North 27° 04' 48" West, 125.34 feet (record = North 27° 06' 40" West, 125.34 feet);

4. Thence on a curve to the right having a central angle of 79° 01°27” and a radius of 25.00
feet, for an arc distance of 34.48 feet (chord = North 12° 25' 55" East, 31.81 feet - record =
North 12° 24’ 03" tast, 31.81 feet) to 3 point on the Southerly right of way of Fairway View
Drive, as shown on the Plat of First Addition to Hidden Lakes;

Thence along said right of way for the foliowing eight (8) courses:

1. North S1° 56' 39" East, 74.67 feet (record = North 51° 54' 47" East, 74.67 feet);

2. Thence on a curve to the right having a central angle of 99° 26' 33" and a radius of 70.00
feet, for an arc distance of 121.49 feet (chord = South 78° 20' 05" East, 106.81 feet - record =

South 78° 21' 57" East, 106.81 feet);
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3. Thence South 28° 36' 48" East, 154.03 feet (record = South 28° 38' 40" East, 154.03 feet);

4. Thence on a curve to the right having a central angle of 55° 41' 27" and a radius of 90.00
feet for an arc distance of 87.48 feet (chord = South 00° 46' 05" East, 84.08 feet - record =
South 00° 47° 56" East, 84.08 feet);

5. Thence Scuth 27° 04° 39" West, 170.14 feet;

6. Thence on a curve to the right having a central angle of 71° 37' 11" and a radius of 60.0
feet, for an arc distance of 75.00 feet (chord = South 08° 43' 57" East, 70.21 feet);

7. Thence South 44° 32' 32" East, 50.94 feet;

8. Thence on a curve to the right having a central angle of 69° 10’ 16" and a radius of 25.00
feet, for an arc distance of 30.18 feet (chord = South 09° 57 24" East, 28.38 feet - record =
South 11° 23' 51" East, 30.18 feet) to a2 point on the West right of way of Lower Pack River

Road;
Thence Southerly along said right of way for the following four (4) courses:

1. on a non-tangential curve to the right having a central angle of 04° 15' 19" and a radius of
1180.00 feet for an arc distance of 87.69 feet (chord = South 22° 30' 38" West, 87.67 feet);

2. Thence South 20° 22' 44" West, 114.57 feet;

3. Thence on a curve to the left having a centra!l angle of 22° 29. 50" and a radius of 502.65
feet, for an arc distance of 197.36 feet (chord = South 09° 07' 49" West, 196.10 feet);

4. Thence South 02° 07' 06" East, 157.81 feet to the Northerly right of way of State Highway
No. 200;

Thence along the highway right of way, South 77° 42' 28" West, 72.14 feet (record = South
78° 15' 06" West, 71.11 feet); Thence continuing along the Highway right of way, South 69°
44' 57" West, 262,22 feet (record = South 69° 43' 16" West, 261.65 feet) to the West line of
the Southwest quarter of the Southeast quarter of said Section 36; Thence along the West line
of the Southwest quarter of the Southeast quarter, North 00° (8’ 19" East, 1223.36 feet
(record = North 00° 07' 13" East, 1223.17 feet) to the point of beginning.

PARCEL 12:.
That portion of the Southeast quarter of the Northeast quarter of Section 36, Township 58

North, Range 1 West of the Boise Meridian, Bonner County, Idaho, lying West of the Lower
Pack River Road.

EXCEPT the First Addition to Hidden Lakes Subdivision, according to the plat thereof, recorded
in Book 4 of Plats, page 161, records of Bonner County, Idahoc.

PARCEL 13:
All that portion of the Southeast Quarter in Section 36, Township 58 North, Range 1 West,

Boise Meridian, Bonner County, Idahg, lying South of State Highway 200; and all that portion
of Government Lot 4 in Section 31, Township 58 North, Range 1 East, Boise Meridian, Bonner

County, Idaho, lying South of State Highway 200.
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LESS the following described praperty:
A tract of land in the Southeast quarter of Section 36, Township 58 North, Range 1 West of the

Boise Meridian, Bonner County, Idaho, being that property described in Instrument No. 92981,

records of Bonner
County, Idaho and more particularly described as follows:

Commencing at the Southeast corner of said Section 36, Thence along the East line of Section
36, North 00° 08" 06" East, 460.00 feet; Thence perpendicular to the East line of the Section,
North 89° 51° 54" West, 568.00 feet to the true point of beginning; Thence South 47° 08' 06"
West, 250.00 feet; Thence South 42° 51' 54" East, 348.50 feet; Thence North 47° 48’ 06" East,
250.00 feet; Thence North 42° 51' 54" West, 348.50 feet to the true point of beginning.

AND

All that portion of Government Lots 2, 3, 4, 5, 6, 7, 8 and 9; the Southwest quarter of the
Northeast quarter; and the South hailf of the Northwest quarter of Section 2, Township 57
North, Range 1 West of the Boise Meridian, Bonner County, 1daho, lying South of State
Highway No. 200 and lying North and East of the Northern Pacific Railroad (now Montana Rail

Link) right of way.

LESS that portion of Section 2, Township 57 North, Range 1 West of the Boise Meridian,
Bonner County, Idaho, being that property described in Instrument No. 592059 and more
particularly described as follows:

Beginning at a right of way monument on the Scuth right of way of State Highway No. 200,
from which the Northwest corfer of said Section 2 bears Narth 25° 54° 43" West, 798.00 feet
(record = North 26° 28' 08" West, 798.11 feet; Thence along the South right of way of the
Highway, North 68° 35' 39" East, 266.10 feet; Thence continuing along the Highway right of
way, on a curve to the left (radial bearing = North 14° 03' 28" West) having a central angle of
00° 08’ 55" and a radius of 5799.58 feet for an arc distance of 15.03 feet {chord = North 75°
52' 0S* East, 15.03 feet - total distance along right of way from point of beginning 281.13 feet
- record = 281.13 feet); Thence leaving said right of way South 00° 04’ 10" West, 725.53 feet;
Thence North 89° 14’ 40" West, 330.00 feet; Thence North 00° 03' 26" West 607.20 feet, to
the Southerly right of way of State Highway No. 200; Thence along said right of way North 79°
11’ 55" East, 70.38 feet to the true point of beginning.

LESS a tract of land located in Section 36, Township 58 North, Range 1 West and Section 2,
Township 57 North, Range 1 West of the Boise Meridian, Bonner County, Idaho, being 3
portion of that property described in Instrument No. 464572 and more particularly described as

follows:

Beginning at a peint that is North 80° 05' 57" East 386.02 feet from the South quarter of said
Section 36, said point also being at the intersection of the South right of way of State Highway
No. 200 and the East right of way of the Old County Road; Thence South 05° 14' 00" East
along the East right of way of the Oid County Road, 171.80 feet; Thence continuing South 14°
35’ 50" East along said East right of way, 254.70 feet to the intersection with the North right
of way of Old Highway 200 (FAP No. 55F); Thence North 72° 38' 24" East along said North
right of way, 372.40 feet; Thence continuing along said North right of way, North 72° 58' 33"
East, 336.00 feet to the intersection with the West high bank of Dry Creek; Thence
Northeasterly along said West high bank, a distance of 578 feet, more or less, to the
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intersection with the South right of way of State Highway No. 200; Thence Westerly along said

South right of way the following six (6) courses:

1. around a curve to the left with a radius of 2643.37 feet, a distance of 48.44 feet (chord
South 88¢° 02" 31" West, 48.43 feet);

2. North 79° 07' 52" West, 100.50 feet;

3. around a curve to the left with a radius of 2668.37 feet for a distance of 247.30 feet (cho
= South 82° 54' 00" West, 247.24 feet);

rd

4. along a spiral curve (South = 02° 12' 18"), a distance of 207.68 feet {chord = South 70° 27’

12" West, 207.67 feet);
5. South 639° 43' 21" West, 328.60 feet;
6. South 61° 11'30" West, 119.79 feet to the point of beginning.

TOGETHER WITH any portion of the old highway right of way abandonment described in that

certain Quitclaim Deed, executed by the State of Idaho, as instrument No. 696025 and
recorded on January 11, 2006, and lying within the bounds of the above described property.

AND

Government Lots 5, 9, 10 and 11; the Southeast quarter of the Northwest quarter; the East
half of the Southwest quarter; and Government Lot 6, all in Section 6, Township 57 North,
Range 1 East of the Boise Meridian, Bonner County, Idaho.

LESS that property described in Instrument No. 22533, records of Bonner County, Idaho, and

described as follows:

Beginning at the North quarter corner of said Section 6, Township 57 North, Range 1 East of

the Baoise Meridian, Bonner County, Idaho; Thence South 1669.70 feet to Pack River and the
True Point of Beginning; Thence South 66° 47' West, 203 feet; Thence South 69° 54' West
165.3 feet; Thence South 79° 56' West, 242.5 feet; Thence South 01° 11' East, 146 feet;

Thence South 25° 18' East, 118.20 feet; Thence Sguth 54° 29' East, 137.2 feet; Thence South

68° 10' East, 267.1 feet;
Thence North 535.6 feet to a point 1669.7 feet South of the North quarter corner of Section

6.

LESS a tract of land in Government Lot 6 and the Southeast quarter of the Northwest twarter

of Section 6, Township 57 North, Range 1 East of the Boise Meridian, Bonner County, Idaho,
being that property identified as Tract No. Q-1755-2 in Instrument No. 42975 and more
particularly described as follows:

Beginning at a point on the Southerly right of way of State Highway No. 200 which is South

55° 03' 21" East, 2460.29 feet from the Northwest corner of said Section 6 (record South 55
14° East, 2451.3); Thence South 14° 53°00" East, 223.22 feet {record); Thence South 04° 4
00" East, 640.00 feet (record); Thence South 39° 48 00" East, 430.00 feet (record); Thence
South 30° 28° D0 East, 387.49 feet (record = 500 feet plus or minus) to the East line of the
Sautheast quarter of the Northwest gquarter of said Section 6.
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TOGETHER WITH any portion of the Old Highway right of way abandonment described in that
certain Quitclaim Deed, executed by the State of Idaho. as Instrument No.696025 and
recorded on January 11, &nbsp;2006, lying within the bounds of the above deseribed property.

EXCEPTING therefrom all of the above described properties, any portion lying within the
bounds of the following plats:

Replat of Golden Tee Estates and Golden Tee Estates ist Addition and Unplatted land,
recorded in Book 8 of Plats, Page 77,

RePlat of Blocks 15 and 16 of the RePlat of Golden Tee Estates & Golden Tee Estates 1st
Addition and Unplatted Land, recorded in Book 9 of Plats, page 5,

RePlat of Lots 5 and 6, Block 22 and Lot 20, Block 20, RePlat of Goiden Tee Estates & Goiden
Tee Estates 1st Addition and Unplatted Land, recorded in Book 9 of Plats, page 6,
Golden Tee Estates 2nd Addition, recorded in Book 8 of Piats, Page 79,

Golden Tee Estates 3rd Addition, recorded in Book 8 of Plats, Page 78,

Golden Tee Estates 4th Addition, recorded in Book 8 of Plats, Page 80,

Golden Tee Estates 5th Addition, recorded in Book 8 of Piats, Page 81,

Golden Tee Estates 6th Addition, recorded in Book 8 of Plats, Page 82,

Golden Tee Estates 7th Addition, recorded in Book S of Plats, page 13,

Goiden Tee Estates 8th Addition, recorded in Book 9 of Plats, page 7.:

PARCEL 14:
tots 2, 4, 5, 6, 7 and 8, Block 1; Lots 2, 3, 5, 8 and 10, Block 2 of GOLDEN TEE ESTATES 2nd

ADDITION, according to the plat thereof, recorded in Book 8 of Plats, page 79, records of

Bonner County, Idaho.
EXCEPT all roads lying within each of the above described Additions.

PARCEL 15:
Llots 1, 5, 8, 9, 10, 11, 12,13, 14, 16, and 17, Block 1; Lot 1, Block 2; Lots 2, 3, 4, 5, 7 and 8,

Block 3; Llots 1, 2, 3, 4, 5,6,7,8,9, 10, 11, 12 and 13, Block 4; Lots 1 and 2, Block §; Lots 2,
3, and 4, Block 6; Lots 6 and 10, Block 7; &nbsp;Lots 1, 2, 4 and 6, Block 8; &nbsp; Lots 2 and
5, Biock 9; Lot 8, Block 10 of GOLDEN TEE ESTATES 3rd ADDITION, according to the plat
thereof, recorded in Book 8 of Plats, page 78, records of Bonner County, Idaho.

PARCEL 16:
Lots 3, 6 and 8, Block 1; Lot 1, Block 3; Lots 1, 2, 3, 6, 8 and 9, Block 4; Lots 1 and 7, Block 5

of GOLDEN TEE ESTATES 4TH ADDITION, according to the plat thereof, recorded in Book 8 of
Plats, page 80, records of Bonner County, Idaho.

PARCEL 17 _
Llots 1,5, 7 and 9, Block 1; Lots 1, 5, 8, 9, and 11, Block 2,GOLDEN TEE ESTATES 5TH

ADBITION, according to the plat thereof, recorded in Book 8 of Plats, page 81, records of
Bonner County, Idaho.

PARCEL 18:
Lots 2 and 8, Block 1; Lots 2, 3 and 4, Biock 2; Lot 1, Block 3; Lots 2, 3 and 4, Block 4 of

GOLBEN TEE ESTATES 6TH ADDITION, according to the plat thereof, recorded in Book 8 of
Plats, page 82, records of 8onner County, Idaho.

PARCEL 19:
Llots §,2,3,5,6,7and 8, Block 1; Lots 1, 2, 4, 5, 6, 8 and 9, Block 2 of GOLDEN TEE
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ESTATES 7TH ADDiTION; according to the plat thereof, recorded in Book 9 of Plats, page 13,
records of Bonner County, Idaho.

PARCEL 20:

INTENTIONALLY OMITTED

PARCEL 21:
Lots 1A, 2A and 4A, Block 1, REPLAT OF LOTS 1 THOUGH 4, BLOCK 1, GOLDEN TEE ESTATES

8TH ADDITION AND BLOCK 16A, REPLAT OF BLOCKS 15 & 16 OF THE REPLAT OF GOLDEN TEE
ESTATES & GOLDEN TEE ESTATES 1ST ADDITION, according to the plat thereof, recorded in
Boak 9 of Plats, page 82, records of Bonner County, Idaho.

PARCEL 22:
That portion of the Socuthwest quarter of the Southwest quarter of Section 16, Township 57

North, Range 1 East, Boise Meridian, lying West of the State Highway Nc. 200 right of way and
East of the Northern Pacific Railway right of way, and lving North of the North line of the

following described tract:

Beginning at a point where the Section line between Sections 16 and 21, Township 57 North,
Range 1 West, Boise Meridian, intersects the State Highway on the Westerly side as it now
exists; Thence in a Northwesterly direction along the Westerly side at said Highway, 752 feet;
Thence in a Southwesterty direction, 97 feet; Thence in a Southeasterly direction, 672 feet to
the Section line between Sections 16 and 21; Thence East on said Section line between said
Sections 16 and 21, 104.25 feet, more or less, to the place of beginning.

SAID parcel is now described as follows:

A tract of land situated in the Southwest quarter of the Southwest quarter of Section 16,
Township 57 North, Range 1 East of the Boise Meridian, Bonner County, Idahg, lying
Southwest of the right of way of State Highway No. 200 and Northeast of the right of way of
Montana Rail Link Railway, being a portion of that property described as Parcel 1 of Instrument
No. 168846 and more particularly described as follows:

Commencing at the intersection of the.South line of the Southwest quarter of the Southwest
quarter of Section 16 and the Northeasterly right of way of Montana Rail Link Railway which is
South 88° 10° 56" East, 944.95 feet from the Southwest corner of Section 16; Thence leaving
said South line and along said right of way North 23° 38' 59" West, 672.00 feet to the true
point of beginning; Thence continuing along said right of way North 23° 38’ 59" West, 786.99
feet to the intersection with the North line of the Southwest quarter of the Southwest quarter;
Thence feaving said right of way and along said North fine South 88° 43’ 23" East, 241.38 feet
to the Westerly right of way of State Highway No. 200; Thence leaving said North line and
along said right of way the following four (4) courses:

1. on 2 non-tangential curve to the right having a central angle of 01° 13’ 25" (radial bearing
= South 73° 15' 16" West), a radius of 768.50 feet, for an arc length of 17.75 feet (chord =
South 16° 06' 41" East, 17.75 feet);

. Thence along a line offset 50.00 feet Westerly of and parallel to a spiral curve {centerline Is
= 200 feet, a = 3.5, S = 7°) for a chord of South 10° 43' 01" East 193.87 feet);

N

3. Thence South 08° 25' 19" East, 86.06 feet;
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4. Thence on a curve to the left having a central angle of 13° 56' 48", a radius of 1482.53 feet,
for an arc length of 360.87 feet (chord South 15° 23' 43" East, 359.98 feet);

Thence leaving said right of way South 44° 37* 10" West, 106.45 feet (record = "Southwesterly
97 feet") to the true point of beginning.

PARCEL 23:
That part of the Scuthwest quarter of the Southwest quarter in Section 16, Township 57 North,

Range 1 East of the Boise Meridian, lying South and West of the Burlington Northern Inc.

Railway right of way and
Government Lot 5 in Section 17, Township 57 North, Range 1 East, of the Boise Meridian, save

and excepting therefrom:

The South 350 feet of Government Lot 5 in said Section 17, and also that part of the
Southwest quarter of the Southwest quarter in said Section 16 lying Westerly of said Burlington
Northern Inc. right of way as now in use and described as follows:

Beginning at the Southwest corner of said Section 16; Thence North along the West Section
‘line 350 feet; Thence East to the centerline of Trestle Creek; Thence Southeasterly along said
centerline to the South line of Section 16; Thence West along the Section line 720 feet, more

or less, to the point of beginning.

SAID parcel is now described as follows:

A tract of land situated in the Southwest quarter of the Southwest quarter of Section 16, lying
Southwest of Montana Rail Link Railroad right of way and Government Lot 5 of Section 17, all
in Township 57 North, Range 1 East of the Boise Meridian, Bonner County, Idaho; being a
portion of that property described as Parcet 2 of Instrument No. 158846 and more particularly

described as follows:

Beginning at the intersection of the South line of the Southwest quarter of the Southwest
quarter of Section 16 and the Southwesterly right of way of Montana Rail Link Railway which is
South 88° 10' 36" East, 834.19 feet from the Southwest corner of Section 16; Thence leaving
said South line and along said right of way North 23° 38' 59" West, 1457.84 feet to the
intersection with the North line of the Southwest quarter of the Southwest quarter; Thence
leaving said right of way and along the North line of the Southwest quarter of the Southwest
quarter, North 88° 43' 23" West, 243.71 feet to the Northwest corner of the Southwest guarter
of the Southwest quarter; Thence along the North line of Government Lot 5 in Section 17,
North 892 23° 45" West, 1223 84 feet to the meander line of Lake Pend Oreille, as defined by
the original GLO Survey; Thence leaving said North line and along said meander line the

foliowing two {2) courses:

South 52° 55°' 48" East, 561.00 feet; Thence South 37° 55’ 48" East, 798.96 feet to a point on
a line lying 350.00 feet North of and paraliel to the South line of the Southwest quarter of the
Southwest quarter of Section 16; Thence along said paralle! line, South 88° 10' 56" East,
281.27 feet to the West line of the said Southwest quarter of the Southwest quarter; Thence
continuing South 88° 10' 56" East, 159.02 feet to the intersection with the centerline of Trestle
Creek; Thence along the centerline of Trestle Creek the following eight (8) courses:

1. South 52° 34' 34" East, 63.58 feet;

2. Thence South 44° 37' 26" East, 117.83 feet;
3. Thence South 42° 08'.45" East, 77.28 feet;
4. Thence South 80° 05' 07" East, 145.49 feet,
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5. Thence South 55° 15' 32" East, 86.34 feet;

6. Thence South 46° 56" 31" East, 113.98 feet;

7. Thence South 75° 43" 10" East, 58.83 feet;

8. Thence South 37° 48' 28" East, 27.37 feet to the intersection with the South line of the

Southwest quarter of the Southwest quarter;

Thence leaving said creek centerline and along said South line South 88° 10' 56" East, 116.80
feet to the true point of beginning.

PARCEL 24:
A portion of the Northeast quarter of the Northwest quarter and Government Lot 1 of Section
21, Township 57 North, Range 1 East, Boise Meridian. Bonner County, Idaho, described as

follows:

Beginning at a point where the South line of the Northeast quarter of the Northwest quarter of
Section 21, Township 57 North, Range 1 East of the Boise Meridian. Bonner County, Idaho,
intersects the West line of the Northern Pacific Railroad Company right of way; Thence 600
feet Northerly along said railroad right of way; Thence West to the meander line of lake;
Thence 600 feet Southerly to the South line of Lot 1 of said Section 21; Thence East to the

Point of Beginning.

SAID parcel is now described as follows:
A tract of land situated in the Northeast quarter of the Northwest quarter and Government Lot

1 of Section 21, Township 57 North, Range 1 East of the Boise Meridian, Bonner County,

Idaho, more particularly
described as follows:

Beginning at the intersection of the South line of the Northeast quarter of the Northwest
quarter of Section 21 and the Westerly right of way of Montana Rail Link Railroad which is
South 88° 55' 48" East 139.54 feet from the Southwest corner of said Northeast quarter of the
Northwest quarter; Thence leaving said South line and along said right of way the following

two (2) courses:

1. On a non-tangential curve to the left having a centrai angle of 10° 44' 25" (radial bearing
South 65° (1’ 49" West) a radius of 2664.79 feet, for an arc length of 499.53 feet (chord North
30° 20' 24" West, 498.80 feet);

2. Thence North 25° 10' 12" West, 100.47 feet;

Thence leaving said right of way and parallel to the South line of Government Lot 1, North 88°
55° 48" West, 936.05 feet to the meander line of Lake Pend Oreille as defined in the original
GLO Survey; Thence along said meander line the following two (2) courses:

1. South 14° 25' 48" East, 271.54 feet;
2. Thence South 46° 40' 48" East, 378.00 feet to the intersection with the South line of

Government Lot 1;

Thence along said South line South 88° 55' 48" East, 748.52 feet to the Southeast corner of
Government Lot 1; Thence along the South line of the Northeast quarter of the Northwest
quarter, South 88° 55' 48" East, 139.54 feet to the true point of beginning.
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12/1/2008  $23.408.00
Intarest Due 3/1/09 $21,237.06 1/1/2008  327.000.00
Intarest Duc 4/1/09 £21,274.10 2/1/2009 ~$27.000.00}
interest Due 5/1/09 $21,274.10 yi2o08 - 527.000.001
Interest Due 6/1/09 $21,274,10 /12008 $27,000.00
Interest Due 7/1/09 $21,274.10 5/1/2009 527,000,060
interest Due 8/1/09 $21,274.10 6/1/2009 $27.000.00
7/1/2009  $27,000.00
8/1/2008  $27.000.00|
Total Due 8/1/09 $127.807.56 TOTAL $239,400.00
BALANCE 2,177,409.34 $2,709.000.00
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[.oan No. PO1G7
ALL-INCLUSIVE NOTE SECURED BY MORTGAGE

$21,980,000.00 August 1 2008

In installments as berein stated, for value received, the undersigned, promises to pay 1o
MORTGAGE FUND '08 L1.C, a Delaware limited liability company, or order (“Lender™), at 20!
Lafayette Circle, 2nd Floor, Lafayette CA 94549, or such other place as may be designated by
Lender in writing, the principal sum of TWENTY ONE MILLION NINE HUNDRED AND
EIGHTY THOUSAND DOLLARS AND NO/180 CENTS ($21,980,000.00), plus interest on the
umpaid principal balance oustanding from time (o time. On the first day of each calendar wonth
during the term of this Note, the undersigned shall pay Lender a MONTHLY INSTALLMENT
payment of interest equal to the interest which accrued during the preceding calendar month on the
principal balance of this Note (see foatmote ') outstanding during such preceding calendar month.
On the MATURITY DATE all unpaid principal and any accrued interest or other charges shal! be
due and payable in full

AT

[l

ey

The interestrate to be charged by Lender for the term of this Note shail ke TWELVE per cent{
per annum, predicated upon a 360 day year,

This Note is for a term of twenty-four (24} full calendar months (plus the first partial month, {f anv)
following the date of recordation of the deed of tust or mortgage securing this Now. The
“MATURITY DATE” of this Note is the last day of the term.

The MONTHLY INSTALLMENT paymest for the term of this Note shall be an amount cqusl o
interest only on the funded and cutstanding principal balancs of this Nute from time w0 time.
LOANTFEE: The undersigned agrees o pay to BAR K, INC. 2 fee of $279,500.00 at the time this
loan originally funds, plus potentially an additional fee of $777,000.00 in accordance with the
provisions of the Loan Agreement between the parties. This $279,500.00 fee shall be deducted from
the proceeds of the loan at the time of funding by Lender, and paid by Lender directly 1o BAR K,
INC. These fees will not be credited as payments wwards principal, interest, or other amounts due

under this Note.
BEGINNING OF ALL-INCLUSIVE PROVISIONS

The principal amount of this Note includes the current unpaid principal balances of the following
described prumissory notes {"INCLUDED NOTES") which are secured by the following described

mortgages:

} The unpaid principal balance of this Note shall inciude the unpaid principal balances of the INCLUDED NOTES
described below. together with any sums advanced or due under the provisions of this Note or the moergage or ather
lcan documenty executed by the undersigned concurrently with this Note m favor of Lender.

NOTE #POIT? 18.1-08) Pof?
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FiRST INCLUDED NOTE

« Date of INCLUDED NOTE: March 6, 2007
Amount of INCLUDED NOTE: Original Amount: $ 21,2606,000.00
Principal Balance as of closing on this joan: $6,172,325.18
As of closing on this loan interest is paid to: July 31, 2008
{ Maker of INCLUDED NOTE: The undersigned
. Payee of INCLUDED NOTE: R.E. LOANS, LLC, s California limited lability company
Date of mortgage securing Mearch 6, 2007
INCLUDED NOTE: )

| Mortgagor of morigage securing
INCLUDED NOTE:

' The Undersigned

1

l Mortgagee of mortgage securing
| NCLUDED NOTE:

R.E. LOANS, LLC, a Califoria limited ifabilly company

| Instrument number of mortgage

! 724829 and 724334

l

sccuring INCLUDED NOTE
¢ Date of recordation of mortgage

{ areh 15, 2

secux?g&lNCLUDED NOTE
} Couney of recordation of morigage

Bonner Councy, Idahc

sccuring INCLUDED NOTE:

SECOND INCLUDED NOTE

Date of INCLUDED NOTE:

l
|
[

August 1, 2008

3‘ Amount of INCLUDED NOTE:

Original Amount: $ 2,706,000 00
! Qutstanding Principal Balance as of closing on this joan:

| $2.700,000.00
Maker of INCLUDED NOTE: The undersigned
Payvee of INCLUDED NOTE: PENSCO TRUST CQ,, custadian fbe BARNEY NG
{ Date of mortgage securing ; Angust 1, 2008
INCLUDED NOTE:
i Mortgagor of morigage securing | The Undersigasd
. INCLUDED NOTE: ‘
g Mortgagee of mortgage securing PENSCG TRUST CO., custodian fbo BARNEY NG
. INCLUDED NOTE:
| Instrament number of montgage To be recorded imunediately before the mortgage securing this
| securing INCLUDED NOTE Note

: Date of recordation of mortgage

| To be recorded immediately before the mortgage securing this
| Note

curing INCLUDED NOTE
[ County of recordation of mortgage
securing INCLUDED NOTE:

! Bonser County, Idabe

-

. N .
iLounder g

Lender, by accepting this Now, agrees that sc long as there is no uncured defau
previsions of this Nots or any mortgage securing this Note:
Fhaa

[581

i Lender shali pay the instaliments of principal and intersst as they become dus on

INCLUDED NOTES, and

NOTE #p0197 (8-1-08)
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2. Lender shall secure and cause to have recorded a release of the mortgage securing the
INCLUDED NOTES upon the undersigned's payment in full of the principal and inferest due under
this Note and the full satisfaction of any other obligation contained in this Note or any mortgage
securing this Note.

The parties acknowledge and agree that the first MONTHLY INSTALLMENT called for by this
Note will include all of the accrued and arnpaid interest on the FIRST INCLUDED NOTES for the
periad between July 1, 2008 and the date that mierest begins to accrue under the provision of this

Nuote.

Should Lender fail to pay any installment when due ander the INCLUDED NOTES as pravided
herein, but provided there is no uncured defau!t under the provisions of this Note or any morigage
securing this Note, the undersigned may make such paymens directly wo payee of the INCLUDED
NOTES, and the amount so paid stall be credited to any sums due or the next following due under
this Note,

The undersigned shall perform ail of the obligations secured by thc mortgage securing the
INCLLUDED NOTES, other than the payments to be made by Lender as set forth in this Note.

The undersigned shatl pay Lender. on demand, in addition (o the amounts called for by this Note or
any mortgage securing this Note, such additional amounts as may be required by the payees of the
INCLUDED NOTES for prepayment pcnaities, @x or insurance impounds, or other amounts
advanced by the payees of the INCLUDED NOTES in accordance with the provisions of the

INCLUDED NOTES or mortgages securing the same.

The undersigned shall pay Lender, on demand. in addition w the amounts called for by this Note or
any mortgage securing this Note, such additional amounts as may be required by the payess of the
INCLUDED NOTES for Iate charges, default imerest, or similar amounts, but only if such late,
default mterest, or similar amounts is a result of the undersigned’s farfure o timely pav Lender an

amount due hereunder.

Any reduction in the unpaid principai balances of the INCLUDED NCTES by reason of the payees
of the INCLUDED NOTES receiving an award m ¢minent domain, or proceeds of insurapce, shall
be credited to the unpaid balance of this Note i ke amoun:.

The undersigned acknowledges that Lender prefers to be secured by a first priority mortgage.
Therefore, Lender shall bave the right © fand the Note at any time and from time © time 50 as 1©
pay off all or any partion of the INCLUDED NOTES and obtain a full or partial release of
portion of the Property encumbered by the morigages securing the INCLUDED NOTES. Any
such prepayment shall pot be credited 10 any sum due Lender from the undersigned under the
provisions of this Note. Lender agrees dhat the undersigned shall be at no additionai expense
{12., no points, commissions, or cosis will be charged 10 the undersigned) if Lender slects to pay
off ar pay down either or both of the INCLUDED NOTES.

The undersignad represents and warrants that as of the dawe of this Note, the currentuppald principal

NCTE #PQ107 (8-1-08) Paze 2 of 7
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balance of the INCLUDED NOTES is the amount sct forth above. The undersigned agrees to not
cause an increase in the unpaid principal balance of the INCLUDED NOTES without the written
consent of Lender, which consent Lender mav withbold in its sole and absolute discretion and
without regard to the effect of withbolding consert upon the undersigned. The undessigned further
agrees to not amend, modify, er otherwise change any of the terms of the INCLUDED NOTES, or
any other agreement between the undersigned and the payees of the INCLUDED NOTES relating to
the INCLUDED NOTES, without the writter consent of Lender, which cousent Lender may
withhold in its sole and absolute discretion and without regard to the effect of withholding consent
upon the undersigned. If the unpaid principal balance of the INCLUDED NOTES is incressed for
any reason, then the unpaid principal balance of this Note shall be inersased in liks amount.

Any prepayment under the terms of this Nofe shall be applied first to the payment of all sums due
under the provisions of this Note and any mortgage securing this Note, and to the exient that such
payment would reduce the principal balance of this Note to a sum that is below all sums then duc
under the terms of the INCLUDED NOTES. .nen 10 any sums due under the provisicns of the

INCLUDED NOTES.

Should there be a foreclosure under the provisicns of any mortgage securing this Note, and sheuid
the amount bid be such that it would pay down the principal balance of this Note w a sum that is
below the sums then due under the terms of the INCLUDED NOTES, then such excess pay down

shall be disbursed in the manner required by law.

Atany time when the total of the unpaid principal balance of this Note, accrued interest thereon, al!
other sums due pursuant to the terms hereof, and all sums advanced by Lender pursuant to the terms
of any mongage securing this Note, is equal w0 or less than the unpaid priccipal balances of the
INCLUDED NOTES and accrued interest thereon, at the request of the undersigned or its successor
in interest, this Note shall be cancelied and delivered by Lender to the undersigned or im successs
together with 2 full release of any morngags secur’ng this Note.

If'there is a conflict berween these all-inclusive provisions and amy othet provis
conflict shall be resclved in faver of these ail-inchistve provisions.

END OF ALL-INCLUSIVE PROVISIONS

BALLOON PAYMENT: This Note is pavable in &2l oa the MATURITY DATE. Tae paymenis
required under this Note are not sufficient it amount 1w reduce the principal to zero on the
MATURITY DATE, therefore, on the MATURITY DATE there will be 2 balloon pavment squal ©©
the unpaid principal plus all accrued and unpaid tnterest and other charges. THE UNDERSIGNED
ACKNOWLEDGES AND AGREES THAT LENDER IS NOT OBLIGATED TO REFINANCE
THE LOAN EVIDENCED BY THIS NOTE.

PREPAYMENT: This Note may be prepaic iz whole or ip part at any time and &om time 1o Ime
without premium or penairy.

LATE CHARGE: Ifany sum, except a ballocn pavment, due bereunder is delinquent more thar {0

i

days, the undersigned shall pay a late charge oe ¢ach such sum of 10% of the delinquent amount. [t
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any balloon payment (defined as a payment which is more than double the regular MONTHLY
INSTALLMENT) is delinquent more than 10 days, then for cach month that the balloon payment
remains unpaid the undersigned shall pay a monthly late charge equal to the late charge which could
be assessed on the largest regular MONTHLY INSTALLMENT due under this Note. All late
charges are to be paid immediately upon demand.

ENPAID CHECKS: If any check given to Lender is returned by the bank unpaid, the andersigned
shall pay an unpaid check charge of $25 . This amount is in addition to any lare charge or default
interest which may be applicable. If, during the term of this Note, two or more checks are reurned
by the bank unpaid, at any time thereafter Lender can require that al! future payments be by cashier’s

check,

DUE ON SALE OR ENCUMBRANCE: This Note is secured by a MORTGAGE
ASSIGNMENT OF RENTS, SECURITY AGREEMENT, AND FIXTURE FILING which
contains the following provisios, the terms of which are incorporated herein by this reference:
“Mortgagor shall not transfer the Property without the prior written consent of Mortgagee,
which consent may be withheld in Mortgagee's sole discretion. Conseat to one transfer shall
a0t be deenied t0 be a waiver of the right {o require consent to other transfers. Except fora
transfer resulting in a partial reconveyance of this Mortgage if the Note, any Loan Agreement
between Mortgagor and Mortgagee, or this Mortgage has a partial release clause, if Mortgager
transfers the Property or any portien thereof, or any interest therein, without first obtaining
the written conseni of Mortgages, ali indebtedness secured by this Mortgage shall, at the
option of Mortgagee and without notice or demand, become immediately due and payable. As
used herein, transfer includes, bat is not limited to, the sale, option to sell, contract to sell,
convey, encumber, mortgage (including encumber by a mortgage), pledge, hypothecate, or
lease with eption to purchase of the Progerty, or any portion thereof, or any interest therein,
whether voluntary, involuntary, by operation of law, or otherwise, or the ransfer of more than
a 50% interest of Mortgagor if Mortgagor is anything other than a patural person.”

APPLICATION OF PAYMENT; COSTS OF COLELECTION: Each payment and each
prepayment (if any} on this Note shail be credited Srst to interzst or other charges then due and
payable o Lepder and the remainder w principal, and imterest shall thersupon cease upon the
principal so credited. All costs, expenses, advances and/or attomey’s fees incurred by Leader
relating to this Note or the deed of trust, mortgage. or security agreement securing this Note shall be
immediately owed by the undersigned w Lender. All such advances, expenses, and/or atterney’s
fees (which attomey’s fess are related o the enforcement or collection, but not the preparation cr
aegotiation, of this Note) shail acerue interest at the rate stated in this Note from the date imcurred
until paid. [f any amounts which are payable under this Note arz not paid when due, the
undersigned promises to pay, in addition to the prniacipal and interest due under this Nate, all costs of
collection and any reasonable adorney's fees incurred by the Lender, whether or not suit is Sied or
foreclosure is commenced.

MISCELLANEOQUS: A failure of the undersigned to faifili any of the obligations coatained it this
Note, the deed of trust, martgage, or security agreement securing this Note, any loan agreement

berween the parties, or any other agreement betwsen the parties, shall also be deemed a default
under the provisions of this Note. Upon default under the provisions of this Note, Lender may
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declare the outstanding principal amount of this Note and the interest accrued therson, and ali other
sums secured by the deed of trust, morgage, or security agreement to be due and payabie
immediately, and upon such declaration such principal and interest and other sums shall immediatety
become and be due and payable without demand or potice. Principal and interest is payable in
fawful money of the United States of America. As an inducement to cause Lender to make this loan,
the undersigned represents that the undersigned bas the financial ability w make the payments stated
berein. The urdersigned consents to all renewals, replacements, and extensions of time for payment
hereof and waives actice, demand, pratest and any applicable statute of limitations. Liability under
this Note and any deed of wust, morrgage, or secarity agreement relating to this Note shall be joint
and several. This Note shall inure to the benefit of and be binding on the pasties hereto and their
respective heirs, personal representatives, successors, and assigns. This Note shall be governed by
and construed in accordancs with the laws af the state in which the real property encumbered by the
deed of trust or mortgage securing this Note is located {without regard to any conflict of laws or
principles) and the applicable laws of the United States of America.

COMPOUNDING: Any interest or other charge which becomes due under this Note or the deed
of trust, mortgage, or security agreement secunng this Note which remains due for mors than
oue month shail sccrue intersst as of the date the interest or other charge was otherwise due at
the same rate acd upen the same terms as e principal under tis Noe.

RECOURSE OTHER THAN SECURITY: This Note shall be non-recourse agaiast the
undersigned, meaning that Leader shali not seek wo obtain a deficiency judgment against the
undersigned in the event that the proceeds resulting from the foreclosure of amy deed of tust,
moTEage, or security agreement relating to this Note are inadequate w0 pay off this Note and al!
related indebtedness of the undersigned to Lender. Notwithstanding the generality of the
foreguing, the undersigned shall be fully liable to Lender for waste, or damages suffered by
Lender as a result of faud by the undersigned in connection with the delivery of this Nate, or
fraud in the performanee of the undersigned’s obligations umder this Note or any deed of musz,
mortgage, or security agreement relating to this Notz. Nothing contained herein shall prejudice
the rght of Lender to loreciose any deed of must, morgage, or security agreement relating © ths
Note or to racaver (3} any reows. issues, or profits under the provisions of any deed of trust,
MOTIgage. Or security agreemen: relaung 1o this Note, (b} any tenant security depusits, advancs
or prepaid rents or other similar sums paid io or heid by the undersigned or any odher persos, (<)
any insurance proceeds or awards resulting from condemnation or the 2xareise of the power of
eminent domain, and {d) any attorney's fees or court costs incurred by Lender. Nothing
contzined herein shall in any manner or way constitute or be deemed @ be a release or
impairment of the indebiedness evidenced by this Note or otherwise affect or impair the
enforceability of this Naote or the deed of wust. morizage, or security agreement refating to s
Note.

DEFAULT INTEREST RATE: If wis Now or the deed of trust, mortgage, or security
agreement securing this Note i3 in defaul: for more thaa one month, then the interest rate on this
Note during the period of such default shall be automatically increased, effective as of the dawe
of default and conupuing undi the default & cured, (o an amount equal to the interes: rate stated
on the first page of this Note pius five percent /5%
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SECURITY: This Note is sccured by one or more deeds of frust, mortgages, or security
agreements of evean daie.

THE UNDERSIGNED ACKNOWLEDGE(S) AND UNCONDITIONALLY
AGREE(S) THAT THE WRITTEN AGREEMENTS AND DOCUMENTS
PREPARED BY LENDER AND EXECUTED BY BORROWER(S) AND
LENDER REPRESENT THE FINAL AGREEMENT BETWEEN THE
PARTIES. THE WRITTEN LOAN DOCUMENTS MAY NOT BE
CONTRADICTED BY ANY PRIOR, CONTEMPORANEOUS, OR
SUBSEQUENT ORAL AGREEMENTS OF THE PARTIES. THERE ARE NO
UNWRITTEN OR ORAL AGREEMENTS BETWEEN THE PARTIES, NOR
CAN ANY UNWRITTEN OR ORAL AGREEMENTS BE MADE IN THE

FUTURE.

PEND OREILLE BONNER
DEVELOPMENT, LLC, a Nevada iimited
liability Company

By: PEND OREILLE BONNER
DEVELOPMENT HOLDING, INC , 2 Nevada
corporaton, it managing member

e -
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Charles W Reaves, President
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