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MODIFICATION AND SUPPLEMENT TO DEED OF TRUST

THIS MODIFICATION AND SUPPLEMENT TO DEED OF TRUST (the
“Agreement”) is made this 7th day of April, 2005, by and between Paradise Canyon
LLC, a Nevada limited liability company (the “Grantor”), First American Title Insurance
Company of Nevada, Inc. (the "Trustee™), First National Bank, a national bank. and its
successors and assigns (the “Beneficiary™), and Judith Primm f/k/a Judith Primm
Clemetson (“Primm”) (the “Guarantor™).

WITNESSETH:

WHEREAS, on the 3rd day of October 3, 2001, Grantor, as Trustor, did make,
execute and deliver to Trustee that certain Deed of Trust, Assignment of Leases and Rent,
Security Agreement and Fixture Filing (the “Deed of Trust™), recorded Qctober 4, 2001,
as Instrument No. 01229, in Book 20011004 Official Records, in the office of the County
Recorder of Clark County, State of Nevada, securing a certain Promissory Note (the
“Note”) of Grantor, as Borrower, dated October 3, 2001, in the original principal amount
of $10,000,000.00, made payable to the order of Beneficiary, as Lender, and covering the
property described on Exhibit “A”, attached hereto and incorporated herein by reference
(the “Original Property™); and

WHEREAS, the Note and the Deed of Trust and other documents and instruments
related thereto were amended pursuant to that certain First Amendment to Loan
Documents (the “First Amendment™) dated July 15, 2003; and

WHEREAS, Grantor has succeeded of record to the ownership of certain land
situated on the northern, western and eastern boundaries (collectively such additional real
property. is herein the” Additional Property”) of the Original Property, and the parties
have agreed that the legal description of the Original Property as identified in the Deed of
Trust should be modified to add the Additional Property to the Original Property such
that both the Original Property and the Additional Property shall be covered by said Deed
of Trust; and

WHEREAS, the parties hereto desire to modify and supplement the Deed of Trust
to contain a revised legal descripticn which incorporates both the Original Property and
the Additional Property.

NOW THEREFORE, in consideration of the mutual promises, agreements and
covenants set forth herein, in the First Amendment, in the L.oan Documents and for other
good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, the parties hereto, intending to be legally bound, hereby agree as follows:
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L. Grantor does hereby modify and supplement the Deed of Trust and does
hereby grant and convey the Additional Property, together with the Original Property,
which together are legally described on Exhibit “B”, attached hereto and incorporated
herein by reference (the “Property™), to Trustee, together with a power of sale and subject
to each and all of the terms and conditions of the Deed of Trust, to secure the obligations
of Grantor under the Deed of Trust, the First Amendment and the Loan Docurments,

2. The parties acknowledge and agree that in all other respects not
inconsistent herewith the terms of said Deed of Trust which is incorporated herein by
reference shall remain in full force and effect. Said Deed of Trust as herein modified and
supplemented shall constitute a single Deed of Trust.

3. Trustee is hereby authorized and directed to record this Agreement with
the Clark County Recorder of Clark County, Nevada as an encumbrance upon the
Property.

4, This Agreement shzll inure to and bind the heirs, devisees, successors and
assigns of each of the parties hereto.

3. The parties hereto agree that they will execute and deliver any and all
documents, and will cause any and all other action to be taken, either before or after the
date of this Agreement, which may be necessary or proper to effect or evidence the
provisions of this Agreement and the transactions contemplated hereby or therein.

6. All organizational and legal proceedings relating to. ail instruments and
agreements in connection with the transactions contemplated in this Agreement,
including but not limited to opinions of counsel to Grantor and Guarantor, shall be
satisfactory in scope, form and substance to Beneficiary and its counsel, and Beneficiary
shail have received all information and copies of all documents, including records of
company proceedings, which it may reasonably have requested in connection therewith:
such documents where appropriate to be certified by proper representatives.

7. The undersigned parties hereby acknowledge their legal existence and that
they are individually and collectively duly authorized to enter into and perform under this
Agreement, and any and-all documents and instruments contemplated hereunder which
constitutes a valid and enforceable obligation of each of the undersigned.

8. Unless otherwise specifically provided herein, any notice delivered under
this Agreement shall be in writing addressed to the respective party as set forth below and
may be personally served, telecopied or sent by overnight courier service or certified or
registered United States mail and shall be deemed to have been given (a) if delivered in
person, when delivered, (b) if delivered by telecopy, on the date of transmission if
transmitted on a business day before 4:00 p.m. (prevailing time of the recipient) or, if not,
on the next succeeding business day, (¢) if delivered by overnight courier, one business
day after delivery to such courier properly addressed, or (d) if by United States mail, four
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business days after deposit in the United States mail, postage prepaid-and properly

addressed.

Notices shall be addressed as follows:

Grantor:

With a Copy to:

Guarantor:

With a Copy to:

To Beneficiary:

With a copy to:

Paradise Canyon, LLC

401 Paradise Parkway
Mesquite, Nevada 89027
Attention: Cory D. Clemetson
and Chadley J. Clemetson

Kolesar & [Leatham, Chtd.

3320 West Sahara Avenue, Suite 380
Las Vegas, Nevada 89102

(702) 362-7800 (Tel.)

(702) 382-9472 (Fax)

Attention: Nile Leatham, Esq.

Judith Primm
714 Champagne Road
Incline Village, Nevada 89024

Hunterton & Associates

333 South Sixth Street

Las Vegas, Nevada 89101

(702) 388-0098 (Tel)

(702) 388-0361 (Fax)
Attention: Terry John Care, Esq.

First National Bank

109 North St. Paul Avenue

Fulda, Minnesota 56131

(507)425-2575 (Tel.)

(507) 425-2579 (Fax)

Attention: Joseph E. Grandgeorge, President

Hinshaw & Culbertson LLP
3100 Campbell Mithun Tower
222 South Ninth Street
Minneapoiis, Minnesota 55402
(612) 334-2640 (Tel.)

(612) 334-8888 (Fax)

Attention: David R. Mylrea, Esq.

121111066v1 811451}
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To Trustee: First American Title Insurance Company of Nevada, Inc
9960 West Cheyenne Avenue, Suite 240
Las Vegas, Nevada, 89129
(702) 242-1475 (Tel.)
(702) 456-5779 (Fax)
Attention: Ron Bloecker, Vice President

9. Grantor and Guarantor, and each of them individually, jointly and
severally acknowledge, represent and warrant that subject to the terms hereof, all other
terms and conditions of the Loan Documents, as amended by the First- Amendment and
this Agreement (collectively hereinafter the “Loan Documents”), remain in full force and
effect, except as specifically modified hereby. Notwithstanding anything herein to the
contrary, Beneficiary’s forbearance with regard to the exercise of remedies under the
Loan Documents shall not be construed by Grantor, Guarantor or any other party
claiming by or through Grantor or Guarantor, either collectively or individually, as a
release, waiver or discharge of Grantor’s or Guarantor’s joint and several obligations
under the Loan Documents. This Agreement is, and any other documents or instruments
executed and delivered in connection with this Agreement will be, legal, valid, and
binding obligations of the parties hereto, enforceable against the parties hereto in
accordance with their respective terms, except to the extent that such enforcement may be
limited by applicable bankruptcy, insolvency, and other similar laws atfecting creditors'
rights generally. Capitalized terms not otherwise defined herein shall have the definitions
ascribed to such terms in the First Amendment.

10. This Agreement may be executed in any number of counterparts, all of
which taken together shall constitute one and the same instrument, and either Grantor,
Guarantor or Beneficiary may execute this Agreement by signing any such counterpart.
Grantor, Guarantor and Beneficiary agree that this Agreement may be executed by one or
more of the parties hereto by facsimile signatures which shall be fully enforceable against
said parties as if an original signatu-e had been obtained.

1l.  The Loan Documents constitute the entirety of the agreements between the
parties hereto and no representation, warranty, condition, understanding or agreement of
any kind in connection with the subject matter hereof shall be binding on the parties
hereto unless expressly set forth herein.

12. This Agreement modifies and supplements the Deed of Trust to add
additional property to the Original Property which secures the Note, and has been issued
for that purpose only. Nothing contained herein shall be construed to deem paid or
forgiven the unpaid principal amount of, or unpaid accrued interest on, the Note. This
Agreement is not intended to be or to create, nor shall it be construed as or constitute, a
novation or an accord and satisfaction of the Note or of Grantor’s or Guarantor’s
obligations under the Loan Documents.

13. Covenants of NRS 107.303. When not inconsistent with the above, covenant
number 1, 2-(full replacement value), 3, 4 (Note Rate), 5, 6, 7 (a reasonable percentage),
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8 and 9 of NRS Section 107.030 are hereby adopted and made a part of this Deed of
Trust.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement the
day and year first above written.

GRANTOR:

PARADISE CANYON.LLC;

é&(ﬂﬁ\raaﬁ limifed liability

Company
By: Cory D. Clemetson
fts: Managing Member

STATE OF CALIFORNIA )
} ss.

COUNTY OF 2, m7Vsz )

The foregoing instrument ‘was acknowledged before me this 7th day of April,
2005, by Cory D. Clemetson, the managing member of NEO, LLC, a Nevada [imited

liability company, the Manager of Paradise Canyon, LLC, a Nevada limited liability
company, on behalf of the company.

P Q’QWA o SHIRLEY 1. PRESS

s Camm. # 1431957
s 7 U] g oy ! 7 NOTARY P3UC - CauFORNIA
Notary Public ' an 130 County

s My Comm. Exsires Aug. 26,2007 ¢

v

I I

SIGNATURE PAGE OF MODIFICATION AND SUPPLEMENT TO

DEED OF TRUST
SEE ATTACHED SCHEDULE 1 & 2
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GRANTOR:

PARADISE CANYON LLC:

NEO, LLC, aaqgada hmiteg éiability

Company
By: Chadley J. Clemetson
Its: Member

STATE OF CALIFORNIA )
) ss.

COUNTY OF, 2 ez )

The foregoing instrument was acknowledged before me this 7th day of April,
2005, by Chadley J. Clemetson, a member of NEO, LLC, a Nevada limited liability
company, the Manager of Paradise Canyon, LLC, a Nevada limited liability company, on
behalf of the company.

SHIRLEY L, PRESS

¢
a2y Comm. # 1431957 0
HOTARY PLBLIC - CALFORNIA /!
T

Notary Public

San Morao County

SIGNATURE PAGE OF MODIFICATION AND SUPPLEMENT TO
DEED OF TRUST
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TRUSTEE:

FIRST AMERICAN TITLE INSURANCE
COMPANY OF NEVADA, INC.

STATE OF NEVADA )

COUNTY OF CLARK )

The foregoing instu’{ment was acknowledged before me this ﬁﬂda}f of [ Vlgh] .
2005, by[‘ﬂﬂnﬁéﬁ?dﬁ@fﬁ the thilyyr: (bt First American Title Insurance Company
of Nevada, Ing., on behalf of the ccmpany:

NOTARY PUBLIC |
STATE OF NEVADA
County af Clark
RON BLOECKER
Appt. No, 94-5769-1

[
Notary Public

SIGNATURE PAGE OF MODIFICATION AND SUPPLEMENT TO
DEED OF TRUST
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BENEFICIARY:

FIR I/ONAL BANK

' Jos ph E. Grandgeorge
§: President

STATE OF MINNESOTA )
) ss.
COUNTY OF MURRAY )

The foregoing instrument was acknowledged before me this 7th day of April,
2003, by Joseph E. Grandzeorge, the President of First National Bank, a national bank,
on behalf of the bank. y

A . 7
g Ars Lyl
Notary Public 4

ANAANAA

DIANE KAY ENGELKES
Notary Public-Minnesota
My Comrrdssion Expires Jan 31, 2010

SIGNATURE PAGE OF MODIFICATION AND SUPPLEMENT TO
DEED OF TRUST
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GUARANTOR:

C\Ju (U%/Pmﬂu'%»

Judlith Primm

STATE OF CALIFORNIA )
} ss.

COUNTY OBLy m 07 )

The foregoing instrument was acknowledged before me this 7th day of April,
2005, by Judith Primm.

L " A SR SHRLEY L. PRESS
2y N ‘77\/-?’*/ = kBB Comm, #1431957 %
P g ) NOIRY PUBLIC - CALIFORNIA
Notary Public Son Males Counly "
Rk My Comm. Expires Aug, 20, 2007

SIGNATURE PAGE OF MODIFICATION AND SUPPLEMENT TO
DEED OF TRUST
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EXHIBIT A

(Original Legal Description)

THOSE PORTIONS OF SECTIONS 3 AND 4, TOWNSHIP 13 SOUTH, RANGE 71
EAST, M.D.M. DESCRIBED AS FOLLOWS:

PARCELS ONE (1) AND FOUR (4) AS SHOWN BY MAP THEREOQF IN FILE 98 OF
PARCEL MAPS, PAGE 1, AS AMENDED BY CERTIFICATE OF AMENDMENT
RECORDED JUNE 7, 2000 IN BOOK 20000607 AS DOCUMENT NO. 01473, IN THE
OFFICE OF THE COUNTY RECORDER, CLARK COUNTY, NEVADA.

TOGETHER WITH A NON-EXCLUSIVE EASEMENT FOR ACCESS, INGRESS,
EGRESS AND CROSS PARKING AS ESTABLISHED BY CROSS-PARKING
EASEMENT AND UTILITIES EASEMENT AGREEMENT RECORDED OCTOBER
4, 2001 IN BOOK 20011004 AS DOCUMENTNO. 1227, IN THE OFFICE OF THE
COUNTY RECORDER, CLARK COUNTY, NEVADA.

0 soox 201 nee 222
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EXHIBIT B
(Amended Legal Description)

LEGAL DESCRIPTION

Real property in the Counties of Clark and Linceln, State of Nevada, Ceseribed as follows:

Parcel [:

That pertion of Sections 3 and 4, Township 13 South, Range 71 East, M.D.M., describeg as
fallows:

Lot B as shown by map thereof on file in File 109 of Parcel Mzps, Page 1, in the Office of the
County Recerder of Clark County, Nevada.

Parcel I

That portion of Secticn 4, Township 13 South, Range 71 tast, M.D.M., described as follows:
Parcel Four (4) as shown by map thereof in File 98 cf Parcel Maps, Page 1, as amended by
Certificate of Amendment recorded June 7, 2000.in Book 200006067 as Document No, 01473, in
the Offica of the County Recorder, Clark County, Nevada,

Parcel [Ii:

A non-exciusive sasement for access, ingress, egress.and cross paring as establishea by Cross-
Parxing Easement and Utilities Easement Agresment, recarded Octcher 4, 2001 in Book
20011004, as Document No. 01227, in the Office ¢f the Caunty Recorcer, Clark County, Nevada.
Parcel IV:

Township 12 South, Range 71 East, described as follows:

Section 33, Lots 2, 4, 5; and
Section 34, Lot 9, Lincoln County, Nevada.
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SCHEDULE 1

APN: 001-04-501~-006 ard
00i-04-701-035

DEED OF TRUST
ASSIGNMENT OF LEASES AND RENTS,
SECURITY AGREEMENT AND FIXTURE FILING

Dated as of October 3, 2001

in the amount of $10,000,000.00

among PARADISE CANYON LLC
a Nevada limited liability company (the "Grantor") and
NEVADA TITLE COMFANY,a Nevada corporatien (the "Trustee") and

FIRST NATIONAL BANK, FULDA, MINNESQTA,
as the Lender herein named (the ""Beneficiary')

LOCATION OF PREMISES:

Mesquite, Nevada

Recording requested by and after recording, please return to:
Mail Tax Statements to:

Hinshaw & Culbertson
Attn: David R. Mylrea
3100 Piper Jaffray Tower
222 South Ninth Street
Minneapolis, Minnesota 55402

This instrument was prepared by the above-named attorney.

HCI6DE) 1097/ 2656226 +2
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DEED OF TRUST ASSIGNMENT OF LEASES AND
RENTS, SECURITY AGREEMENT AND FIXTURE FILING

THIS DEED OF TRUST SECURES CREDIT IN THE MAXIMUM
AMOUNT OF §$10,000,00.00, TOGETHER WITH INTEREST
THEREON AND OTHER AMOUNTS HEREIN DESCRIBED.
INTEREST ON THE AMOUNT SECURED HEREBY MAY
FLUCTUATE FROM TIME TO TIME.

THE PARTIES TO THIS DEED OF TRUST, ASSIGNMENT OF LEASES AND
RENTS, SECURITY AGREEMENT AND FIXTURE FILING, made this 3rd day of
October, 2001 are Paradise Canyon LLC, a Nevada limited liability company (the
"Grantor") having its office at 401 Paradise Parkway, Suite 20, Mesquite, Nevada 89027,
Nevada Title Company, a Nevada corporation (the "Trustee") having its offices-at 3320
West Sahara Ave., Suite #200, Las Vegas, Nevada 89102 and First National Bank, Fulda,
Minnesota, as Lender (the "Beneficiary™) having its offices at 109 North St. Paul Avenue,
. Fulda, Minnesota 36131,

ARTICLE 1. GRANT

1.1 GRANT. Upon the terms and conditions in this Deed of Trust, Grantor
irrevocably grants, bargains, sells, conveys, assigns, mortgages and warrants to Trustee in
Trust, with the Power of Sale.-all of Grantor's right, title and interest, whether now
owned or hereafter acquired, in all of the real property located in the County of Clark,
State of Nevada descrnibed on-'Exhibit A" attached hereto and made a part hereof (the
"Land") including and together with; without limitation:

(a) all right, title and interest of Grantor whether now owned
or hereafier acquired, in or to any real property lving within the right of
way of any street, open or proposad, which adjoins any of said Land and
any and all sidewalks, bridges, elevated walkways, tunnels and alleys
adjacent to, connecting or used in connection with any of said Land;

() all right, title and interest of Grantor whether now owned
or ‘hereafter acquired, in or to, all buildings, structures and all other
unprovements arid fixtures that are, or that may be hereafter erected or
placed on, or in, the Land (coilectively, the "Improvements™);

(c) all right, title and interest of Grantor, whether now owned
or hereafter acquired in and to all of the present and future accretions,
alluvions, avulsions, batture and other littoral rights in, to, and with
respect to, ‘the Land and the Wolf Creek (collectively, the "Littoral
Rights");

(d) alt water rights and conditional water rights that are now, or
may hereafier be, appurtenant to, used in connection with or intended for

HC26DS52/ 1097/ 2656226 .v2
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use in connection with the Land, the Improvements, and the Littoral
Rights including, without limitation: (i) ditch, well, pipeline, spring and
reservolr rights, whether or not adjudicated or evidenced by any well or
other permit; (ii} all rights with respect to groundwater underlying the
Land; (i1} any permit to construct any water well, water from which is
intended to be used in connection with the Land, and (iv) all of Grantor's
right, title and inlerest under any decreed or pending pian of augmentation
or water exchanze plan (collectively, the "Water Rights”, and together
with the Land, the Improvements, and the Littoral Rights, are herein
referenced as the "Real Estate");

{e) all night, title and interest of Grantor as lessor, sublessor,
licensor, concessionaire, franchisor or similar party under all leases,
subleases, licenses, concessions, franchises and other use or occupancy
agreements now or hereafter relating to any of the Real Estate and all
renewals, extensions, amendments, restatements and other modifications
thereof (collectively, the "Occupancy Agreements");

(f) all present and future rents, issues, products, earmings,
revenues, payments, profits, royalties and other proceeds and income of
the Real Estate, and of any activities conducted thereon or in connection
therewith, regard.ess of whether such proceeds or income accrue by virtue
of the Occupancy Agreements, or gtherwise (collectively, the "Rents");

(2) all tenements, easements, hereditaments and appurtenances
now; or hereafter, belonging to or in any wise appertaining to the Real
Estate and/or the Rents and the reversion and reversions, remainder and
remainders thereof and all the estate, right, title, interest or other claim
which Grantor now has or hereafter may acquire of, in and to the Real
Estate, the Occurancy Agreements, the Rents and/or any part thereof, with
the appurtenances thereto (collectively, the "Other Interests"); and

(h) the Personal Property which is referred to by Article 4
below.

The Rea!l Estate, the Occupancy Agreements, the Rents and the Other Interests are
hereinafter collectively referred -0 as the "Rea! Property”.

TO HAVE AND TO HOLD the Real Property, properties, rights and priviieges
hereby conveyed or assigned, or intended so to be, unto Trustee, and its successors and
assigns, in fee simple forever for the uses and purposes herein set forth subject only to
Permitted Encumbrances (as defined in the Loan Agreement)

[ ]
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ARTICLE 2. OBLIGATIONS SECURED

- 2.1 OBLIGATIONS SECURED. Grantor makes this Deed of Trust for the
purpose of securing the following obligations (collectively, the "Obligations"):

(a) Payment when due, whether at stated maturity, by required
prepayment, declaration, acceleration, demand or otherwise (including
payment of amounts that would become due but for the operation of the
automatic stay under Section 362 (a) of the Bankruptcy Code, 11 U.S.C. S
362(a)), of: (1) the principal sum which is, at any time, advanced and
unpaid under the Loan (as defined in the Loan Agreement), not to exceed
Ten Million and NO/100 Dollars ($10,000,000.00) at any one-time; (ii)
interest and other charges accrued on said principal sum, or accrued on
interest and other charges then outstanding under the Loan {all including,
without [imitation, interest and other charges that would accrue on such
obligations, but for the filing of a petition in bankruptcy with respect to
Grantor); and (iii) any other obligations of Grantor under the Note referred
to below; all according to the terms of that certain Promissory Note dated
concurrently herewith made by Grantor payable to the order of First
National Bank, Fulda, Minnesota (herein referred to as either the “Lender”
or the “Beneficiary™), according to the tenor and effect of said Note, and
all renewals, extensions, amendments, restatements, replacements,
substitutions—and other modifications thereof (hereinafier collectively
referred 1o as the "Note”). - -

(b Payment and performance of every obligation, covenarnt,
promise and agreement of Granter herein contained or incorporated herein
by reference, including any sums paid or advanced by Beneficiary (which
are defined below) pursuant to the terms hereof.

(c) Payment of the expenses and costs incurred or paid by
Beneficiary in the preservaticn and enforcement of the rights and remedies
of Beneficiary and the duties and liabtlities of Grantor hereunder,
including, but not by way of limiation, reasonable attorney's fees, court
cosis, witness {ees, expert witness fees, collection costs, and reasonabie
costs -and expenses.paid by Beneficiary in performing for Grantor's
account any obligation of said Grantor.

(&) Pavmenst of additional sums and interest thereon which may
hereafter be loared to Grantor pursuant to the Loan Agreement when
evidenced by a promissory note or Note which recite that this Deed of
Trust i5 security therefor.

(e) Performance and payment of every obligation, warranty,

representation, covenant, agreement and promise of Grantor contained in
that certain Loan Agreement (the "Loan Agreement") executed

HC26D52/ 1097/ 2656226 2
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concurrently, or substantially concurrent, herewith by Grantor, and
Beneficiary in its capacity as the Lender, as well as performance and
payment of every, obligation, warranty, representation, covenant,
agreement and promise of Grantor contained in all extensions, renewals,
amendments, restatements and other modifications of the Loan
Agreement.

2.2 FUTURE ADVANCES. This Deed of Trust is given for the purpose of
securing, among other things, loan advances which the Beneficiary may make to or for
Grantor pursuant and subject to the terms and provisions of the Loan Agreement. The
parties hereto intend that, in addition to any other debt or obligation secured hereby, this
Deed of Trust shall secure unpaid balances of loan advances made after this Deed of
Trust 1s delivered to the office of the County Recorder of Clark County, Nevada, whether
rmade pursuant to an obligation of Beneficiary or otherwise, such advances shall be
secured to the same extent as if such future advances were made on the date hereof|
although there may be no advance made at the time of execution hereof and although
there may be no indebtedness cutstanding at the ume any advance is made. Such loan
advances may or may not be evidenced by the Note executed pursuant 10 the Loan
Agreement.

23 OBLIGATIONS. The term "Obligations” is used herein in its broadest
and most comprehensive sense and shall be deemed to include, without limitation, all
protective advances and all surns advanced to pretect the Property or the lien of this Deed
of Trust or otherwise disbursed or incurred under the terms of the Loan Documents (as
defined in the Loan Agreement), all interest and charges, prepayment charges (if any),
latz charges and loan fees at any time accruing or assessed on any of the Obligations.

2.4 INCORPORATION. All terms of the Obligations and the documents
evidencing such obligations are incorporated herzin by this reference. All persons who
may have or acquire an interest in the Property (which is defined by Article 4 below), or
any portion thereof, shall be deemed to have notice of the terms of the Obligations, which
terms include witheut limitation, provisions which: (i) provide that the rate of interest on
one or more Obligations may vary from time to time; and (i) permit borrowing,
repayment and reborrowing.

ARTICLE 3. ASSIGNMENT OF LEASE AND PAYMENTS
3.1 ASSIGNMENT. Grantor hereby :mrevocably assigns to mortgagee all of
Grantor's right, title and interest in, to and under: (a) the Occupancy Agreements and, to
the extent not included within the Occupancy Agreements, all leases, subleases, licenses,
concessions, franchises and other use or occupancy agreements now or hereafter relating
to the Real Property and all renewals, extensions, amendments, restatements and other
modifications thereof (all of which are collectively referred 10 herein as the "Leases");
and (b) the Rents and, ta the extent not included within the Rents, all present and future
rents, i1ssues, products, earnings, revenues, payments, profits, rovalties and other proceeds
and income of the Real Property and of any activities conducted thereon; (all of which

HC26D52/ 10971 2656226.%2
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are collectively referred to herein as the "Payments”). Upon any Default (as defined by
Article 7 below), Beneficiary shall be entitled to receive pursuant to the foregoing
assignment, and Grantor shal] be obligated to deliver to Beneficiary or its designee,
{inciuding any receiver), any and all Payments collected by Grantor which remain in the
possession or control of Grantor, whether or not commingled with other funds of Grantor,
and whether collected by Grantor before or after the occurrence of the Default.

32 GRANT OF LICENSE. Beneficiary confers upon Grantor a license
{"License") to collect and retain the Payments as they become due and pavable, until the
occurrence of a Default (as hereinafter defined). Upon a Default, the License shall be
automatically revoked and Beneficiary may collect and apply the Payments pursuant to
Article 7 below, without notice and without taking possession of the Real Property.
Grantor hereby irrevocably authorizes and directs the lessees under the Leases to rely
upon and comply with any notice or demand by Beneficiary for the payment to
Beneficiary of any rental or other sums which may at any time become due under the
Leases. or for the performance of any of the lessees’ undertakings under the Leases, and
the lessees shall have no right or dutyto inquire as to whether any Default has actually
occurred or is then existing hereunder. Grantor hereby relieves the lessees from any
liability to Grantor by reason of relying upon and complving with any such notice or
demand by Beneficiary.

3.3 EFFECT OF ASSIGNMENT. The foregoing irrevocable assignment shall
not cause Beneficiary to be: (a) a morigagee in possession; {b) responsible or liable for
the control, care, management or repairof the Real Property, or for performing any of the
terms, agreemenis, undertakings, obligations, representations, warranties, covenants and
conditions of the Leases; {c) responsible or liable for any waste committed on the Real
Property, by the lessees under any of the Leases or any other parties; (d) responsible or
liable for any dangerous or defective condition of the Real Property, or (e) responsible or
liable for any negligence in the management, upkeep, repair or control of the Real
Property resulting in loss or injury or death to anv, lessee, licensee, emplovee, invitee or
other person. Beneficiary shall not directly or indirectly be liable to Grantor or any other
person as a consequence of: (i) the exercise or failure 10 exercise any of the rights,
remedies or powers granted to Beneficiary hereunder; or (ii) the failure or refusal of
Beneficiary to perform or discharge any obligation, duty or lability of Grantor arising
under any of the Leases.

34  REPRESENTATIONS AND WARRANTIES. Grantor represents and
warrants that: (a) o Grantor's knowledge, all existing Leases are in full force and effect
and are enforceable in accordance with their respective terms, and no breach, default or
event which would constitute a breach or default after notice qr the passage of time, or
both, exists under any existing Leases on the part of any party; (b) no rent or other
payment under any existing Lease has been paid by any lessee for more than one (1)
month in advance; and (¢) none of the Grantor's interests under any of the Leases has
been transferred or assigned.
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3.5 COVENANTS. Grantor covenants and agrees at Grantor's sole cost and
expense to: (a) perform the lessor's obligations contained in the Leases and enforce by all
available remedies performance by the lessees of the obligations of the lessees contained
in the Leases; and (b) execute and record (or cause to be executed and recorded) such
additional assignments of any Lease or specific subordinations of any Lease to this Deed
of Trust, in form and substance acceptable to Beneficiary, as Beneficiary may reasonably
request. Grantor shail not, without Beneficiary's prior written consent or as otherwise
permitted by any provision of the Loan Agreement: (1) execute any other assignment
relating to any of the Leases; or (i1} subordinate or agree to subordinate any of the Leases
to pay any other mortgage or encumbrance. Any such actionin violation of this Section
3.5 shall be null and void.

ARTICLE 4. SECURITY AGREEMENT
AND FIXTURE FILING

4.1 SECURITY INTEREST. Grantor hereby grants and assigns to
Beneficiary a security interest, to secure payment and performance of all of the
Obligations in, and to, all right, title and interest of Grantor which is now owned or
hereafter acquired in or to any of the following described personal property (collectively,
the "Personal Property™):

(a) All present and future chattels, furniture, furmishings
equipment, fixtures, building materials, building contents and building
components, all of every kind and nature, and cother tangible personal
property: (i) which is used in connection with, situate in or on, affixed to,
or incorporated into any portion of the Real Property: (ii) which 1s used tn
connection with, situate in or on, affixed to, or incorporated into, any
building, structure or other imprcvement that is now or that may be
hereafter constructed on or under the Real Property; (i1i) in which Grantor
otherwise has or acquires an interest; all including, without limitation: (aa}
all' lumber, brcks, cement, masonry, steel, doors, windows, fasteners,
nails, bolts, scaffolding, tools, construction supplies, construction toois
and equipment and all other building materials, supplies and equipmient of
any kind or naturz; (bb) all air conditioning, heating, electrical, lighting,
fire fighting and fire prevention, plumbing, food and beverage preparation,
laundry, security, sound, signaling, telephone, television, entertainment
stage. window washing, irrigation, storage, shop, landscaping, signage and
other eguipment and fixtures, of whatever kind or nature, consisting of,
without ~limitation, air conditioners, compressors, fans, duct work,
thermostats, fumaces, boilers, radizators, burners, wiring, conduits, cables,
generators, transformers, switching gear. lighting fixtures, sprinkler
systerns and other fire extinguishing equipment, fire alarms and other fire
detection equipment, piping, pumps, valves, sinks, toilets, tubs, motors,
carts, elevators and other lifts, ovens, refrigerators, dishwashers and
dishwashing equipment, fabric washing and drving equipment, lock and
kev systems, surveillance and entry detection systems, speakers, intercoms
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and public address systems, hardware, shelving, maintenance and repair
equipment and all other similar items; (cc) all furniture, furnishings, wall
coverings, floor coverings, window coverings, artwork and deccrative
items including, without limitation, casino, guest room, bathroom, lobby,
bar, restaurant, storage, retail, meeting, convention, leisure, recreation,
office, administrative and other furniture, furnishings, wall coverings,
floor coverings, window coverings, artwork and decorative items; {dd} all
hotel equipment and supplies, including without limutation, televisions,
radios, telephones, linen, bedding; amenities, carts, recreational
equipment, leisure equipment and all other equipment and supplies
utilized in the occupation or renting of hotel guest rooms and public areas;
(ee) all bar and restaurant equipment and supplies, including, without
limitation, Kitchen and bar appliances, pots, pans, plates, dishes, cups,
glasses, serving utensils, cooking utensils and all other equipment and
supplies used in the operation of bars and/or restaurants; (ff) ali equipment
and supplies including, without limitation utilized in operation of a goif
course, driving range and golf professional shop; (gg} ali office and
administrative eqiipment and supplies including, without limitation, office
appliances, filing cabinets, computers, peripheral computer equipment and
other data processing and storage equipment, stationery and other office
supply items, and other office and administrative equipment and supplies;
{hh) all golf carts, indoor and outdoor recreational equipment and
supplies; (i1) all tools and other maintenance and repair equipment; (j}) all
landscapina equipment and supplies; and (kk) all equipment and suppiies
utilized in connection with any other activity engaged in by Grantor at the
Real Property; ¥

{b) All present and future supplies, inventery and merchandise
which is used in connection with, or in the conduct of, the business of
Grantor or in which Grantor has or acquires an interest, including, without
limitation: (i) all present and future goods held for sale or lease or to be
furnished under a contract of service, all raw materials, work in process
and finished goods, all packing materials, supplies and containers relating
1o or used in connection with any of the foregoing, and all bills of lading,
warehouse receipts or documents of title reiating to any of the foregoing,;
(11) all food stuffs, beverages, prepared food and other similar items; and
(1i1) all golf course amenities, cleaning supplies., office supplies,
consumables and similar items;

{c) All present and future goods, which are not otherwise set
forth herein, and which are used in connection with, or in the conduct of|
the business of Grantor or in which Grantor has or acquires an interest;

(d) All present and future accounts, accounts receivable,

rentals, depesits, rights to payment, instruments, documents. chattel paper,
security agreements, guaranties, undertakings, surety bonds, insurance
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policies and notes and drafts which are owned, or used in connection with,
or in the conduct of, the business of Grantor, or in which Grantor has or
acquires an interest, however created or arising;

(e) All present and future contracts, or agreements and all other
present and future general intangibles which are owned, or used in
connection with, or in the conduct of, the business of Grantor, or in which -
Grantor has or acquires an interest, including, without limitation: (aa) al}
leases and purchase contracts for equipment, furniture and/or fixtures of
any kind and character relating to the Real Property, and/or the businesses
conducted thereon; and (bb) all goodwill, chooses in action, trade secrets,
customer lists, trademarks, trade names and service marks, patents,
copytights, technology, processes, and proprietary information which are
owned, or used in connection with, or in the conduct of, the business of
Grantor, or in which Grantor has or acquires an interest.

(f) Al. present and future deposit accounts which are owned,
or used in connection with, or in the conduct of, the business of Grantor,
or in which Grantor ‘has or acquires an interest including, without
limitation, any demand, time, savings, passbook or like account
maintained with any bank, savings and loan association, credit union or
like organization, and all money, cash and ‘cash equivalents of Grantor,
whether or not deposited in any such deposit account, including, but not
limited to, the Debt Service Reserve Account, as defined in the Loan
Agreement,

(g) All present and future revenues, receipts, payments and
income of any nature whatsoever, in which Granter now owns or hereafter
acquires an interest, regardless of whether such items are derived from or
received with respect to greens fees, cart rentals, driving range fees, golf
pro-shop revenues, hotel rooms, banquet facilities, convention facilities,
retail premises, bers, restaurants, casinos or any other facilities on the Real
Property and regardless of whether such items are derived from any other
source;

{(h) Al] present and future books and records which are owned,
or used in connection with,or in the conduct of, the business of Grantor,
or in which Grentor, has or acquires an interest including, without
limitation, books of account and ledgers of every kind and nature, all
electronically. recorded data relating to the business of Grantor, all
receptacles and containers for such records, and all files and
correspondence;

(1) All present and future investment property, stocks, bonds,
debentures, securities, subscription rights, options, warrants, puts, calls,
certificates, partnership interests, joint venture ipterests, investments
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and/or brokerage accounts which are owned, or used in connection with,
or in the conduct of, the business of Grantor, or in which Grantor has or
acquires an interest and all rights, preferences, privileges, dividends,
distributions, redemption payments, or liquidation pavments with respect
thereto;

() All right, title and interest of Grantor in and to all leases,
licenses, concessions, or similar agreements whether or not specifically
herein described which now or may hereafter pertain to the Real Property
and all amendments to the same, including; but not limited to the
following: (az) all payments due and to become due under such
agreements, whether as rent, damages, insurance payments, condemnation
awards, or otherwise; (bb) all claims, rights, powers, privileges and
remedies under such agreements; and (cc) all rights of the Grantor under
such leases to exercise any election or option, or to give or receive any
notice, consent, waiver Or appraval, or 10 accept any surrender of the
premises or any part thereof, together with full power and authority in the
name of Grantor or otherwise, to demand and receive, enforce, collect, or
receipt for any or all of the foregoing, to endarse or execute any checks or
any instruments or orders, to file any claims or to take anv action which
Beneficiary mayv deem necessary or advisable in connection therewith;

(K) All plans, specifications, soil reports. engineering reports,
land planning maps, surveys, and any other reports, exhibits or plans used
or 1o be used in connection with the construction, planning, operatien or
maintenance of the Real Property, together with all arendments and
modifications thereof;

(1) The Water Rights;

(m) Al present and future accessions, appurtenances,
COMpOenents, repairs, repair parts, spare parts, replacements, substitutions,
additions, issue and/or improvements to or of or with respect to any of the
foregoing;

(n) All nights, remedies, powers and/or priviieges of Grantor
with respectto any of the foregoing: and

{0} Any and al] proceeds and products of any of the foregoing,
including, withcut limitation, all money, accounts, general intangibles,
deposit accounts, documents, instruments, chattel paper, goods, insurance
proceeds, and any other tangible or intangible property received upon the
sale or disposition of any of the foregoing,.

SUBJECT, HOWEVER, to the following:

10
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(1) the right of Grantor to sell or otherwise dispose of
Personal Property in the ordinary course of business, free and clear
of the lien hereof, provided, and to the extent, that such sale or
other disposition is permutted under the terms of the Loan
Agreement; and

(11) as to the fixtures and equipment covered hereby,
the leases and/or purchase money security interests pursuant to
which Grantor has acquired an interest in such fixtures and
equipment provided, and to the extent, that such leases and/or
purchase money security interests are permitied under the terms of
the Loan Agreement. ‘

The Real Property and the Persopal Property described hereinabove  are
hereinafier collectively referred to as the "Property”. The parties intend for this Deed of
Trust to create a lien on and security interest in the Property; and, as provided in Article 3
hereof entitled Assignment of _eases and Payments, an absolute assignment of the
Leases and Payments, all in favor of Beneficiary. To the extent any of said Property,
Leases and Pavments are not encumbered by a perfected lien or security interest created
above, and are not absolutely assigned by the assignment set forth in Article 3 above, 1t 1s
the intention of the parties that such Property, Leases and/or Payments shail consutute
"proceeds, product, offspring, rents or profits™ {as defined in and for the purposes of
Section 332(b) of the United States Bankruptcy Code, as such section may be modified or
supplemented) of the Property. T

4.2 FIXTURE FILING.

As to all of the above described Persconal! Property which is or
which hereafter becomes a "fixture under applicable law, this Deed of
Trust constitutes a fixture filing under Section 9-402 of the UCC, as 1t may
be amended or recodified from time to time. The address of Beneficiary
from which inforraation may be obtained concerning the security 1nterest
oranted hereunder and the mailing address of Grantor are as follows:

Beneficiary: First National Bank, Fulda, Minnesota
as the Lender herein named
109 North St Paul Avenue
Fulda, Minnesota 56131
Attzntion: Joseph E. Grandgeorge, President

Grantor: Paradise Canyon LLC
401 Paradise Parkway, Suite 20
Mesquite, Nevada §9027
Attention: Dennis C. Rider

B ‘
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43 REPRESENTATIONS AND WARRANTIES. Grantor represents and
warrants that (subject to Permitted Encumbrances): (a) Grantor has good title to the
Personal Property; and (b) Grantor has not previously assigned or encumbered the
Personal Property, and no financing statement covering any of the Personal Property has
been delivered to any other person or entity.

44 RIGHTS OF MORTGAGEE. In addition to Beneficiary's rights as a
"Secured Party" under the UCC, Beneficiary may, but shall not be obligated to, at any
time without notice (except as provided below) and at the expense of Grantor: (a) give
notice to any person of Beneficiary's rights hereunder and enforce such rights at law or in
equity; (b) insure, protect, defend and preserve the Pérsanal Property or any rights or
interests of Beneficiary therein; and (c) inspect the Personal Property at reasonable times
and upon reasomable prior notice. Notwithstanding the above, in no-event shall
Beneficiary be deemed to have accepted any property otherthan cash in satisfaction of
any obligation of Grantor to Beneficiary unless Beneficiary shall make an express written
election of said remedy under the UCC, or other applicable law,

4.5  RIGHTS OF MORTGAGEE ON DEFAULT. Upon the occurrence of a
Default under this Deed of Trust, then in addition to all of Beneficiany's rights as a
"Secured Party” under the UCC c¢r otherwise at law:

{(a) Beneficiary may (i) upon writlen : notice, require Grantor to
assemble any or all-of the Personal Propertv and make it available to
Beneficiary at th: Real Properry; (ii) without prior notice (except as
otherwise required by applicable Jaw), enter upan the Property or other
place where any of the Personal Property may be located and toke
possession of, and/or collect any or all of the Personal Property, and store
the same at locations acceptable to Beneficiary at Grantor's expense;
and/or (11} upon ten (10) days' prior written notice to Grantor (except with
respect to Persoral Property which is perishable, which threatens to
decline speedily in value, or which is of a type customarily sold on a
recognized markel, in which case no such notice shall be required) sell,
assign, or otherwise dispose of, and deliver, at any place or in any lawful
manner, all or any part of the Personal Property and bid and become
purchaser at anv such sales; and

(b) Beneficiary may, for the account of Grantor and at Grantor's
expense: (1) upon ten (10) days' prior written notice to Grantor, operate,
use, consume, sell or dispose of the Personal Property as Beneficiary
reasonably deems appropriate for the purpose of performing any or all of
the Obligations; (it) upon ten (10) days' prior written notice to Grantor,
enter inlo any agreement, compromise, or settlement, including insurance
claims, which Beneficiary may reasonably deem desirable or proper with
respect 10 any of the Personal Property; (iii) endorse, collect and receive
any right to payment of money owing 1o Grantor under or from the
Personal Property; and (iv) endorse and deliver evidences of title for, and
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receive, enforce and collect by legal action or otherwise, all indebtedness
and obligations now or hereafter owing to Grantor in connection with or
on account of any or all of the Personal Property.

4.6 POWER OF ATTORNEY.  Grantor hereby imrevocably appoints
Beneficiary as Grantor's attorney-in-fact (such agency being coupled with an interest),
and as such attorney-in-fact Beneficiary may, without the obligation to do so, in
Beneficiary's name, or in the name of Grantor, prepare, execute and file or record
financing statemnents, continuation statements, applications for registration and like
papers necessary to create, perfect or preserve any of Beneficiary's security interests and
rights in or to any of the Personal Property, and, upon a Default hereunder, take any other
action required of Grantor; provided, however, that Beneficiary as-such attorney-in-fact
shall be accountable only for such funds as are actually received by Beneficiary.

ARTICLE 5. PROTECTION OF SECURITY OF DEED OF TRUST; RELEASE

5.1 PROTECTION OF SECURITY OF DEED OF TRUST. To protect the
security of this Deed of Trust, Grantor agrees that by execution of this Deed of Trust and
the Note secured thereby, provisions one (1) through sixteen (16) inclusive of the Deed of
Trust recorded in Book 142 as Document No. 901210 in the official records of the office
of the Clark County Nevada Recorder hereby are adopted and incomporated herein and
made a part hereof as though set forth herein at length; that the Grantor will observe these
provisicns; and that the references to property, obligations, and parties in said provisions
shall be construed 1o refer to the Property, Obligations, and parties set forth in this Deed
of Trust.

52 RELEASE OF DEED OF TRUST. The Beneficiaries of this Deed of
Trust shall, when all of the Obligations secured by this Deed of Trust have been paid in
full, deliver a request for reconvevance and cancellation of indebtedness to the Trustee.
The Trustee shall reconvey, withoui warranty, the estate held by the Trusiee in the
Property.

ARTICLE 6. RIGHTS AND DUTIES OF THE PARTIES

6.1 CERTAIN REPRESENTATIONS AND WARRANTIES OF GRANTOR,
Grantor represents, warrants and covenants that:

(a) This Deed of Trust creates a first priority morngage lien
and/or, to the extent applicable, a first prionty security interest on the
Land and ali of the Property which is in addition to the Land, subject only
to Permitted Encumbrances (as defined in the Loan Agreement); and

(b) Grantor has no interest in any real property, not
encumbered hereby, which 1s utilized in any materizal manner in
connection with the use and/or operation of the Real Property, or which is
necessary and required for the use and operation of said Real Property.

13
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62 PAYMENT OF OBLIGATIONS. Grantor shall pay when due, or cause to
be paid when due: (i) the principal of, and interest on, the indebtedness evidenced by the
Note; (ii) all charges, fees and other sums as provided in the Loan Documents (as defined
in the Loan Agreement) including, without limitation, all reasonable costs, fees and
expenses of this Deed of Trust incurred by Beneficiary in connection with any Default;
(i11) the principal of, and interest on, any future advances secured by this Deed of Trust;
and (1v) the principal of, and interest on, any other indebtedness secured by this Deed of
Trust.

6.3 COMPLIANCE WITH LAWS. Grantor shall comply in all material
respects with all applicable material existing and future laws, rules, regulations, orders,
ordinances and requirements of all applicable povernmental authorities, and with all
recorded covenants and restrictions affecting the Real Property.

6.4 MAINTENANCE OF PROPERTY. Except 1o the extent that any of the
following would be prohibited under; or would constitute a violation of, the terms and
conditions of the Loan Agreement, Grantor agrees: (a) to properly care for and keep said
Propenty in good condition and repair; (b) not to remove, demolish or substantially alter
the Property, except upon the prior written consent of Beneficiary: (c) to complete
promptly and in a good and workmanlike manner any building or other improvement
which may be constructed on the Real Property, and 1o pay when due all claims for labor
performed and materials fumished therefor (subject to Grantor's right to contest the
validity or amount of mechanic's and/or maiefialman's liens in accordance with the Loan
Agreement); (d) not to commit or permit any waste or deterioration of the Property
(ordinary wear and tear, casualty and condemnation excepted) ; {e) not to commit, suffer
or permit any act to be done, cr condition 1o exist, in or upon said Property in material
violation of any law, covenant, condition or resiriction now, or hereafter, affecting said
Property (including any which require alteration or improvement thereof) ; (f) to keep
and maintain ail grounds, sidewalks, roads, parking and landscaped areas situate on the
Property in good and neat order and repalr; (g) not to drill or extract or enter into any
lease for the drilling for or extraction of oil, gas or other hydrocarbon substances or any
mineral, of any kind or character on or from the Property or any part thereof; (h) not to
apply for, willingly suffer or permit any subdivision, change in zoning, change in land
use regulation, orinclusion-within a general improvement district or similar assessment
mechanism, with regard to any, portion of the Real Property without the prior written
consent of Beneficiary; and (i) 2xcept as otherwise permitted in the Loan Agresment, to
do all other acts, in a timely and proper manner, which, from the character or use of the
Property, mav be reasonably necessary to maintain and preserve its value, the specific
enumerations herein not excluding the general.

6.3 INSURANCE. During the continuance of this Deed of Trust, Grantor
shall obtain, or cause 10 be obtained, and shall maintain or cause to be maintained, at all
times throughout the term of the Loan, at its own cost and expense, and shall deposit with
Beneficiary, Certificates of Insurance, each in a form and substance, and at such times, as
1s required under Section 6 of the Loan Agreement. All monies received from "All Risk”
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insurance policies (including flood and earthquake policies) covering any .of the Property
shall be: (i) paid directly to Beneficiary and retained by Beneficiary or released to
Grantor by Beneficiary; or (ii} paid directly to Grantor; all in accordance with Section
6.02 of the Loan Agreement. Nothing in this Deed of Trust shall be deemed to excuse
Grantor from restoring, repairing and maintaining the Property, as herein provided,
regardless of whether or not insurance proceeds are available for restoration, whether or
not any such proceeds are sufficient in amount, or whether or not the Property can be
restored to the same condition and character as existed prior to such damage or
destruction.

6.6  TAXES AND ASSESSMENTS. Grantor shall pay 2l taxes, assessments
and other governmental charges or levies affecting said Property, or any part thereof, in
the manner required by the Loan Agreement except such taxes, assessments and other
governmental levies as are being contested in- good faith in the manner provided in the
Loan Agreement.

6.7  LIEN CLAIMS. If any mechanic's lien or matenialman's lien shall be
recorded, filed or suffered to exist against the Property or any interest therein by reason
of any work, labor. services or materials supplied, furnished or claimed 10 have been
supplied and furnished in connection with any work of improvement upon the Property,
sald lien or claim shall be paid, released or otherwise discharged of record to the extent
required by, and in accerdance with the Loan Agreement.

6.8 EASEMENTS. Ifan easement or other incorporeal right (collectively, an
"Easement") constitutes any pertien of the Real Property, Grantor shall not amend,
change, terminate or modify such Easement, or any right thereto or interest therein,
without the prior written consent of Beneficiary. which consent may be withheld in
Beneficiary's sole discretion, and any such amendment, change, termination or
modification without such prior written consent shall be deemed void and of no force or
effect. Grantor agrees to perform all obligations and agreements with respect to said
Easement and shall not take any action or omit to take any action which would effect or
permit the termination thereof. "pon receipt of notice, or otherwise becoming aware, of
any-default or purperted default under any Easement, by any party thereto, Grantor shall
promptly notify Beneficiary in writing of such default or purported default and shall
deliver to Beneficiary copies. of all notices, demands, complaints or other
communications received or given by Grantor with respect to any such default or
purported defauit.

6.9 PERFORMANCE BY BENEFICIARY. Should Grantor fail to make any
pavment or perform any act which it is obligated to make or perform hereunder or under
the Loan Agreement, then Beneficiary, at its election, upon giving reasonable notice to
Granter, and without releasing Grantor from any obligation hereunder, may make such
payment or perform such act and incur any liability, or expend whatever amounts, in 1ts
discretion, it may deem necessary therefor. Al sums incurred or expended by
Beneficiary, under the terms hereof, shall become due and payable by Grantor to
Beneficiary, on the next interest or installment payment date under the Note secured
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hereby and shall bear interest until paid at an annual percentage rate equal to the Default
Rate expressed in the Note. In no event shall such payruent or performance of any such
act by Beneficiary be construed as a waiver of the default occasioned by Grantor's failure
to make such payment(s) or perform such act(s).

6.10 ACTIONS AFFECTING PROPERTY. Grantor promises and agrees that
if, during the existence of this Deed of Trust, there shall be commenced or pending any
suit or action affecting said Property, or any part thereof, or the title thereto, or if any
adverse claim for or against said Property, or any part thereof, be made or asserted, it will
appear in and defend any such matter purporting to affsct the security of this Deed of
Trust and will pay all costs and damages arising because of such action.

6.11 EMINENT DOMAIN. Any award of damages in connection with any
condemnation or similar actions in regard to saig Property, or any part thereof, shall be:
(1) paid directly to Beneficiary and shal} be retained by Beneficiary or released to Grantor
by Beneficiary; or (i) paid directly to Grastor; all“in accordance with the Loan
Agreement.

6.12  SUBROGATION. To the exient that any sums advanced by Beneficiary
are used to pay any outstanding lien, charge or prior encumbrance against the Property,
such sums shall be deemed to have been advanced by Beneficiary at the request of
Grantor and Beneficiary shall be subrogated 1o any and alt rights and liens held by any
owner or holder of such outstanding liens, charges and prier encumbrances, regardless of
whether said liens, charges or encumbrances are released.

6.13 DUE ONSALE. If Grantor shall be voluntarily, or involuntarily, divested
of title or possession of any Preperty, by merger or otherwise, or shall lease, sell, convey,
further encumber or in any other manner voluntarily or involuntarily alienate any of its
interest in any of the Property, or shall enter into an agreement 1o do any of the foregoing,
other than as permitted herein. or in the Loan Agreement, any indebtedness or obligation
secured hereby, irrespective of the maturity date expressed in the Note evidencing the
same, shall at the option of Beneficiary, and upon the giving of any notice which may be
required under the Loan Agreement, immediately become due and payable.

6.14 PARTIAL OR LLATE PAYMENT. By accepting payment of any sum
secured hereby after its due date, Beneficiary does not waive its right either 1o require
prompt payment, when due, of all other sums so secured or to declare Defauit, as herein
provided, for failure 10 so pay.

6.15 RIGHT OF BENEFICIARY TO APPEAR. If, during the existence of this
Deed of Trust, there be commenced or pending any suit or action affecting the Property,
or any part thereof, or the title thereto, or if any adverse claim for or against the Property,
or any part thereof, be made or asserted, Beneficiary (unless such suit, action or claim is
being contested in good faith by Grantor and Grantor shall have established and
maintained  adequate reserves in accordance with generally accepted accounting
principles for the full payment and satisfaction of such suit or action if determined
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adversely to Grantor), may appear or iatervene in the suit or action and retain counsel
therein and defend same, or otherwise take such action therein as they may be advised,
and may settie or compromise same or the adverse claim: and in that behalfand for any
of the purposes may pay and expend such sums of money as the Beneficiary may deem to
be necessary and Grantor shall reimburse Beneficiary for such sums expended, together
with accrued interest therecn, at the Default Rate which is deﬁned in the Note.

6.16  RELEASES. EXTENSIONS, MODIFICATIONS AND ADDITIONAL
SECURITY. Without notice to or the consent, approval or agreement of any persons or
entities having any interest at any time in the Property ot in any manner obligated under
the Obligations ("Interested Parties™), Beneficiary may, from time to time, release any
person or entity from liability for the payment or performance of any Obligation, take any
action or make any agreement extending the maturity or otherwise altering the terms or
Increasing the amount of any Obligation, or accept additional security or release all or a
portion of the Property and other security for the Obligations. None of the foregaing
actions shall release or reduce the personal liability of anv of said Interested Parties, or
release or impair the priority of the lien of this Deed of Trust upon the Property.

6.17  RIGHT OF INSPECTION. Beneficiary, its agents and employees, may
enter the Real Property at any reasonable time, upon reasonable advance notice, for the
purpose of inspecting the Real Property and ascenaining Grantors compliance with the
terms hereof.

ARTICLE 7. DEFAULT PROVISIONS

7.1 DEFAULT. For all purposes hereof, the term "Defaunit” shall me=n the
existence of any Event of Defavit as defined by Section 7 of the Loan Agreement.

72 GHTS AND REMEDIES. " At any time after Default, Beneficiary shall
have all the followmg rights and remedies (in addition to {(and without limiting) any
rights and remedies that are available hereunder, or under zpplicable law):

(a) With or without notice, to declare all Obligaticns
immediately due and payable;

(b) With or without notice, and without releasing Grantor from
any Obligation, and without becoming a mortgagee in possession, to cure
any breach or Cefault of Grantor and, in connection therewith, to enter
upon the Real Property and do such acts and things as Beneficiary or
Trustee deems necessary or desirable to protect the security hersof,
including, without limitation: (i) to appear in and defend any action or
proceeding purporting to affect the securitv of this Deed of Trust or the
rights or powers of Beneficiary; (ii) to pay, purchase, contest or
compromise any encumbrance, charge, lien or claim of lien which, in the
sole judgment of Beneficiary or Trustee, is or may be senior in priority to
this Deed of Trust, the judgment of Beneficiary or Trustee being
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conclusive as between the parties hereto; (iit) to obtain insurance; (iv) to
pay any premiums or charges with respect to insurance required to be
carried under the Loan Documents; and (v) to employ counsel,
accountants, contractors and other appropriate persons;

(©) To commence and maintain an action or actions in any
court of competent jurisdiction to foreclose this Deed of Trust or to obtain
specific enforcement of the covenants of Grantor hereunder, and Grantor
agrees that such covenants shall be specifically enforceable by injunction
or any other appropriate equitable remedy-and that for the purposes of any
suit brought under this subparagraph, Grantor waives the defense of laches
and any applicable statute of limitations;

(d) To apply to a court of competent jurisdiction for and obtain
appointment of a receiver of the Real Property as a matter of strict right
and without regard 1o the adequacy of the security for the repayment of the
Obligations, the existence of a declaration that the Obligations are
immediately due and pavable, or the filing of a notice of default, and
Grantor hereby consents to such appointment;

(e) To enter upen, possess, manage and operate the Real
Property or any pant thereof, to take and possess all documents, books,
records, papers and-accounts of Grantor or the then owner of the Real
Propertv, to make, 1erminaie; enforce or modifv Leases of the Real

roperty upon sitch terms and conditions as Beneficiary deems proper, to
make repauns, alterations and' improvements to the Real Property as
necessary, in Beneficiary's sole judgment, all to protect or enhance the
security hereof;

(H) To execute a written notice of such Default and of its
elecuon to cause the Real Property tg be sold to satisfy the Obligations.
As d condition precedent to any such sale, Beneficiary shali give, post and
record ‘such notices as Nevada law then requires. When the minimum
peried of time required after such notices has elapsed, Beneficiary and/or
Trustee, without notice to-or demand upon Grantor except as required by
law, shall sell the Real Property at the time and place of sale fixed by it in
the notice of sale, at one or several sales, either as a whole or in separate
parcels and in such manner and order, all as Beneficiary in its sole
discretion may determine, at public auction to the highest bidder for cash,
in lawful meney of the United States, payable at time of sale. Neither
Grantor nor any other person or entity other than Beneficiary or Trustee
shall have the right to direct the order in which the Real Property is sold.
Subject to requirements and limits imposed by law, Beneficiary may from
time to time posipone sale of all or any portien of the Real Property by
public announcement at such time and place of sale. Beneficiary and/or
Trustee shall deliver to the purchaser at such sale a deed conveying the
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Real Property or portion thereof se sold, but without any covenant or
warranty, express or implied. The recitals in the deed of any matters or
facts shall be conclusive proof of the truthfulness thereof. Any person,
including Beneficiary or Grantor may purchase at the sale;

(g} To resort to and realize upon the security hereunder and
any other security now or later held by Beneficiary and/or Trustee
concurrently or successively and in one or several consolidated or
independent judicial actions or fawfully taken non-judicial proceedings, or
both, and to apply the proceeds received upon the Obligations all in such
order and manner as Beneficiary determines. in its sole discretion;

(h)  Upon sale of the Real Property pursuant 10 the power of
sale granted herzin or at anv judicial or non-judicial foreclosure,
Beneficiary may credit bid (as determined by Beneficiary in its sole and
absolute discretion) all or-any portion of the Obligations. In determining
such credit bid, Benefieiary may, but is not obligated to, take into account
ell or any of the following: (i) appraisals of the Real Property as such
appraisals may be discounted or adjusted by Beneficiary in its sole and
absolute underwriting discretion; (i) expenses and costs incurred by
Beneficiary with respect to the Real Property prior to foreclosure; (iii)
expenses and cosls which Beneficiary anticipates will be incurred with
respect to the Real Property afier foreclesure. but pricr to resale,
including, withour limitation, costs of structural reports and other due
ailigenes, costs to carry the Real Property prior w0 resale, costs of resale
(e.gcommissions, atterneys' and paralegals’ fees, and taxes), costs of any
hazardous materials clean-up and monitoring, costs of deferred
maintenance, repair, refurbishment and retrofit, costs of defending or
settling litigation affecting the Real Property, and lost opportuniry costs {(if
any), including the time value of money during any anticipated holding
period by Beneficiary; (iv) declining trends in real property values
generally and witk tespect to properties similar to the Real Property; (v)
anticipated discouts upon resale of the Real Property as a distressed or
foreclosed property; (vi) the fact of additional collateral (if any), for the
Obligations; and {vii)} such other factors or matters that Beneficiary (in its-
sole and absolute discretion) deems appropriate. In regard to the above,
Grantor acknowledges and agrees that: (w) Beneficiary is not required to
use any or all of the foregoing factors to determine the amount of its credit
bid; (x) this Section does not impose upon Beneficiary any additional
obligations that are not imposed by law at the time the credit bid is made;
(¥) the amount of Beneficiany's credit bid need not have any relation to
any loan-to-value ratios specified in the Loan Documents or previously
discussed between Grantor and Beneficiary; and (z) Beneficiary's credit
bid may be (at Beneficiany's sole and absolute discretion) higher or lower
than any appraised value of the Real Property.
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(1) The rights and remedies of Beneficiary and/or Trustee upon
the occurrence of one or more Defaults (whether such rights and remedies
are conferred by statute, by rule of law, by this Deed of Trust, by any Loan
Document, as defined in the Loan Agreement, or otherwise) may be
exercised by Beneficiary and/or Trustee, in the sole discretion of
Beneficiary, either alternatively, concurrently, or consecutively in any
order. The exercise by Beneficiary and/or Trustee of any one or more of
such rights and remedies shall not be construed to be an election of
remedies nor a waiver of any other rights and remedies Beneficiary might
have unless, and limited to the extent that, Beneficiary shall so elect or so
waive by an instrument in writing delivered to Grantor. Without limiting
the generality of the foregoing, to the extent that this Deed of Trust covers
both Real Property and Personal Property, Beneficiarv andior Trustee
may, in the sole discretion of Beneficiarv, either alternatively,
concurrently, or consecutively in any order:

) proceed as to both the Real Property and Personal
Property in accordance with Beneficiary's and Trustee's
rights and remedies in respect of the Real Property; or

(1) proceed as to the Real Property in accordance with
Beneficiary’s and Trustee’s rights and remedies in respect
of the Real Property and proceed as to the Personal
Preperty in accordance with ‘Beneficiary's and Trustee’s
rights and remedies in respect of the Personal Property.

If Beneficiary should elect to preceed as to both the Real Property and Personal Property
collateral in accordance with Bereficiary's and/or Trustee's rights and remedies in respect
to the Real Property:

{1 all, or any portion of, the Real Property and all, or
any poruon of, the Personal Property may be sold, in the
manner and at the time(s) and place{s) provided in this
Deed of Trust, in onelot, or in separate lots consisting of
ary combination or combinations of Real Property and
Personal Property, as the Beneficiary may clect, in the sole
discretion of Beneficiary.

{11) Grantor acknowledges and agrees that a disposition
of the Personal Property collateral in accordance with
Berneficlany's rights and remedies in respect of Real
Property, as hereirabove provided, is a commerciaily
reasonable dispositien of said collateral.
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If Beneficiary should elect to proceed as 1o the Personal Property collateral in accordance
with Beneficiary's rights and remedies with respect to personal property, Beneficiary
shall have all the rights and remedies conferred on a secured party by the UCC,

73 APPLICATION OF PROCEEDS. All sums received by Beneficiary or
Trustee, shall be applied in payment of the Obligations in the order set forth by the Loan
Agreement; provided, however, Beneficiary and/or Trustee shall have no liability for
funds not actually received by Beneficiary.

74  NO CURE QR WAIVER. Neither Beneficiary's nor any receiver's entry
upon and taking possession of all or any part of the Real Property, nor any collection of
rents, issues, profits, insurance proceeds, condemnation proceeds or damages, other
security or proceeds of other security, or other sums, nor the application of any collected
sum to any Obligation, nor the exercise or failure to exercise of any other right or remedy
by Beneficiary or Trustee, or any receiver, shall cure or waive any breach, Default or
notice of default under this Deed of Trust, or nullify the effect of any notice of defauit or
sale (unless all Obligations then due have been paid and performed and Grantor has cured
all other defaults), or impair the status of the security, or prejudice Beneficiary in the
exercise of any right or remedy, or be construed as an affirmation by Beneficiary of any
tenancy, lease or option or a subordination of the lien of this Deed of Trust.

7.3 PAYMENT OF COSTS. EXPENSES AND ATTORNEY'S AND
PARALEGALS FEES. Grantor agrees to pay to Beneficiary and Trustee immediately
and upon demandall reasonable costs and expenses incurred by Beneficiary and expenses
tncurred by the Trustee in connection with the exercise of the rights and remedies
provided for herein anwor in any of the other Loan Documents (including, without
limitation, court costs, appraisal fees and reasonable attornevs' and paralegals' fees,
whether incurred in litigation or not, and all whether internal costs, external costs or both)
with interest from the date such amounts are demanded hersunder until said sums have
been paid, at the Default Rate set “orth by the Loan Agreement.

76  POWER TO FILE NOTICES AND CURE DETFAULTS. Grantor hereby
irrevocably appeints Beneficiary and/or Trustee, and their successors and assigns, as its
attorney-in-fact, which agency is coupled with an interest, (a) 1o execute and/or record
any notices of completion, cessation of labor, or any other notices that Beneficiary deems
appropriale to protect Beneficiary's interest, (b) upon the issuance of a deed pursuant to
the foreclosure of this Deed of Trust or power of sale granted herein, or the delivery of a
deed in lieu of foreclosure, to execute all instruments of assignment or further assurance
with respect to the Leases and Pavments in favor of the grantee of any such deed, as may
be necessary or desirable for such purpose, (¢) to prepare, execute and file or record
financing statements, conlinuation statements, applications for registration and like
papers necessary to create, perfect or preserve Beneficiary's security interests and rights
in or 1o any of the Personal Property and any other property or interests securing the
payment and the performance of the Obligations, and (d) upon the occurrence of an
event, act or omission which, with notice or passage of time or both, would constitute a
Default, Beneficiary or Trustee may perform any oblipation of Grantor hereunder;
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provided however, that: (i) Beneficiary as such attorney-in-fact shall only be accountable
for such funds as are actually received by Bereficiary; and (i) Beneficiary and Trustee
shall not be liable to Grantor or any other person or entity for any failure to act under this
Section.

ARTICLE 8. MISCELLANEOUS PROVISIONS

8.1 ADDITIONAL PROVISIONS. The Loan Documents contain or
incorporate by reference the entire agreement of the parties with respect to matters
conternplated herein and supersede all prior negotiations. The Loan Documents grant
further rights to Beneficiary and contain further agreements and affirmative and negative
covenants by Grantor which apply to this Deed of Trust and to the Property and such
further rights and agreements are incorporated herein by this reference.

8.2 MERGER. No merger shall occur as a result of Beneficiar's acquiring
any other estate in, or any other lien on, the Property unless Beneficiary consents to a
merger in writing.

8.3 WAIVER OF MARSHALING RIGHTS. Grantor, for itself and for all
parties claiming through or undzr Grantor, and for all pariies who may acquire a lien on
or interest in the Property, hereby waives all rights to have the Property and’or any other
property which is now or later may be security for any Obligation ("Other Propern™)
marshaled upon-any foreclosure of this Deed of Trust or on a foreclosure of any Other
Property. Beneficiary shall have the right to sell, and any court in which foreclosure
proceedings may be brought shall have the right to order a sale of;.the Real Property and
any or all of the Personal Property or Other Property as a whele or in separate parceis, in
any order that Bereficiary may designate.

8.4  WAIVER OF RIGHTS OF REDEMPTION AND REINSTATEMENT.
Grantor, for itself and for all parties claiming through or under Grantor, and for all parties
who may acquire 2 lien on or inerest in the Property, hereby waives any and all rights of
redemption and reinstatement under law and undar any order or decree of foreclosure of
this Deed of Trust, and all such rights of redemption and reinstatement of Grantor and of
all other persons, are and shall-be deemed to be hereby waived to the full extent permitted
by the provisions of the applicahle law.

8.5  EXERCISE OF REMEDIES. Notwithstanding any of the terms or
provisions contained in this Deed of Trust (or in any of the other Loan Documents), if at
any time after the occurrence of a Default under any of the Loan Documents (but prior 1o
the time (if any) that said Default has been cured to the satisfaction of Beneficiary),
Beneficiary or Trustee has comraenced to exercise one or more of its remedies provided
for herein (or provided in any of the other Loan Documents or available at law or in
equity), Beneficiary will not be precluded from continuing to exercise all of its rights and
remedies upon said. Default (notwithstanding the fact that Grantor may have cured,
attempted to cure or be in the process of curing said Default). It is the intention of the
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parties hereto that (to the extent permitted by law) once Beneficiary .or Trustee has
commenced to exercise one or more of its rights or remedies (upon a Default), said
Default cannot be cured, unless Beneficiary expressly agrees in writing to accept said
cure and to cease the exercise of said rights and remedies.

8.6  RULES OF CONSTRUCTION, The term: (1) "Real Property” means all
and any part of the Real Property and any interest in the Real Property; (11} "Personal
Property” means all and any part of the Personal Property and any interest in the Personal
Property; and (ii1) "Property” means all and any part of the Property and any interest in
the Property.

8.7 SUCCESSORS IN INTEREST. The terms, covenants, and conditions
herein contained shall be binding upon and inure to the benefit of the successors and
assigns of the parties hereto; provided, however, that this section does not waive or
modify any restrictions on transfer contained herein or inany of the other Loan
Documents.

88 GOVERNING LAW. This Deed of Trust shall, in all respects, be
governed by and construed in accordance with the internal laws of the State of Nevada
and applicable federal law. All references herein to the "UCC" shall be to the Uniform
Commercial Code as enacted in the State of Nevada.

8.9 NOTICES. All “notices, reports, demands, requests and other
communications authorized or required under this Deed of Trust to be given to Grantor or
Beneficiary, shall be given in the manner and to the addresses specified in the Loan
Agreement for the giving of notices. Grantor shall forward to Beneficiary, without delay,
any notices, letters or other communications delivered to the Real Property or to Grantor
naming Bereficiary, "Lender” or any similar designation as addressee, or which could
reasonably be deemed to affect the ability of Grantor to perform its obligations to
Beneficiary under the Note, the Loan Agreement or any other Loan Documents.

810 MAXIMUM INDEBTEDNESS: FUTURE ADVANCES. This Dezed of
Trust shall secure not only exisiing indebtedness but also such future advances, whether
such advances are obligatory or to be made at the option of Beneficiary, or otherwise, to
the same extent as if such future advances were made on the date of the execution of this
Deed of Trust.

8.11 SEVERABILITY. If any provision or obligation under this Deed of Trust
shall be determined by a court of competent jurisdiction to be invalid, illegal or
unenforceable, that provision shall be deemed severed from the Deed of Trust and the
validity, legality and enforceability of the remaining provisions or cobligations shall
remain in full force as though the invalid, illegal or unenforceable provision had never
been a part of the Deed of Trust.

8.12 TIME. Time is of the essence of each and every term of this Deed of
Trust.
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. 8.13  LIMITATION OF TRUSTEE"S FEES. Notwithstanding any statu-
tory provision to the contrary, Trustee agrees that it shall not charge more than One
Thousand Dollars (§1,000) in the aggregate for any trustee’s fee or fees resulting from a
trustee’s sale held pursuant to this Deed of Trust.

IMPORTANT: READ BEFORE SIGNING. THE TERMS OF THIS AGREEMENT
SHOULD BE READ CAREFULLY BECAUSE ONLY THOSE TERMS IN WRITING
ARE ENFORCEABLE. NO OTHER TERMS OR ORAL PROMISES NOT
CONTAINED IN THIS WRITTEN CONTRACT CAN BE LEGALLY ENFORCED.
YOU MAY CHANGE THE TERMS OF THIS AGREEMENT ONLY BY ANOTHER
WRITTEN AGREEMENT.

24
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- IN WITNESS WHEREOF, Grantor has executed this Deed of Trust as of the day
and year set forth above.

GRANTOR

PARADISE CANYON LLC,
a Nevada limited liability company

By: CORCHA, LLC,; a Nevada limited
liability company, as Member and
Manager

By: ’D DU“'?-,/E‘* C C

Name: Dougia&C. Clernetson
[ts: Managing Member

By: . MESQUITE  PROPERTIES, a
Nevada corporatlon, as Member and

‘By; p
Name: Dennis C. Rider
[ts: President

STATE OF NEVADA )
) ss.

COUNTY OF CLARK )

On this »3 day of (O Fnjooa. 2001, before me, a Notary Public in and for
said county, perscnally appeared-Douglas C. Clemetson, to me personally known, who
being by me duly (swom or affirmed), did say that he is the Managing Member of
Corcha, LLC, a Nevada limited liability company, a Member and Manager of Paradise
Canyon LLC, a Nevada limited liability company, that said instrument was signed on
behaif of Paradise Canyon, LLC by authonty of its Members and Managers and that the
said Members and Managers acknowledged the execution of said instrument to be the
voluntary act and deed of said limited liability company by it voluntarily executed.

CARLA BURCHARD }

I 'ﬁ - - |

SA - Notary Pubtic - Nevada } ’

T Na. 94-4235-1 } ; M & /6’1/ ' /
7 My soot exp. Apr. 20, 2002 . /3

Notary Public
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STATE OF NEVADA )
) ss.
COUNTY OF CLARK )

On this & day of QQMS 2001, before me, a Notary Public in and for
said county, personally appeared Dennis C. Rider, President of Mesquite Properties, a
Nevada corporation, to me persorally known, who being by me duly (sworn or affirmed),
did say that Mesquite Properties is a Member and Manager of Paradise Canyon LLC, a
Nevada limited liability company, that said instrument was signed on behalf of the said
limited liability company by authority of its Members and Managers and that the said
Members and Managers acknowledged the execution of said instrument to be the
voluntary act and deed of said limited liability company by it voluntarily executed.

CARLA BURCHARD ‘ ‘ ”
Notary Public - Nevada WQ‘ /O/Z_/d%
No. 94-4235-1 : _
My appt. exp. Apr. 20, 2002 Notarv Public
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EXHIBIT A
LEGAL DESCRIPTION

THOSE PORTIONS OF SECTIONS 3 AND 4, TOWNSHIP 15 SOUTH,
RANGE 71 EAST, M.D.M., DESCRIBED AS FOLLOWS:

PARCELS ONE (1) AND FOUR (4) AS SHOWN BY MAP THEREOF IN FILE
98 OF PARCEL MAPS, PAGE 1, AS AMENDED BY CERTIFICATE OF
AMENDMENT RECORDED JUNE 7, 2000 IN BOOK 20000607 AS
DOCUMENT NO. 01473, IN THE OFFICE OF THE COUNTY RECORDER,
CLARK COUNTY, NEVADA.

TOGETHER WITH A NON-EXCLUSIVE EASEMENT FOR ACCESS,
INGRESS, EGRESS AND CROSS PARKING AS ESTABLISHED BY CROSS-
PARKING EASEMENT AND UTILITIES EASEMENT AGREEMENT
RECORDED (edsber Y , 2003 IN BOOK 9004007 AS DOCUMENT NO.

, INTHE OFFICE OF THE COUNTY RECORDER, CLARK
COUNTY,NEVADA,

CLARK COUNTY, NEVADA
JUDITH A. VANDEVER, RECORDER
- 'RECORDED AT FIEQUEST OF

NEUQDR TITLE COMPANY
\o-2u-cRRL 14:03  KER

77 BOOK. ._12@11@@4 TINSTY Al e _
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SCHEDULE 2

FIRST AMENDMENT TO LOAN DOCUMENTS

THIS FIRST AMENDMENT TO LOAN DOCUMENTS, (the ‘“‘First
Amendment”) is made on this 15th day of July, 2003 by and between Paradise Canvon,
LLC, a Nevada limited liability company (the “Borrower™, First National Bank, a
national bank, or its assigns, (the “Lender”), and Douglas C. Clemetson and Judith Primm
Clemetson, each individually and as guarantors. The parties hereby agree as follows:

WHEREAS, Borrower executed that certain Laan Agreement dated October 3,
2001, in favor of Lender (the “Loan Agreement”), which Loan Agreement established
the terms and conditions upon which Lender was willing to make a Joan (the “Loan™) to
Borrower In the principal amount of $10,000,000.00. Borrower, as maker, executed and
delivered that certain $10,000,000.00 Promissory Note (the “Note”) dated October 3,
2001, made payable to the order of Lender. The Loan is secured by that certain Deed of
Trust, Assignment of Leases and Rents, Security Agreement and Fixture Filing dated
October 3, 2001 (the “Deed of Trust™), that certain Collateral Assignment of Effluent
Reuse Agreement dated October 3, 2001 (the “ERA Assignment”), that certain Collateral
Assignment of Lease of Imigation Shares dated Octoher 3. 2001 (the “Lecase
Assignment”), and that certain Trademark Security “Agreement dated October 3, 2001
(the “Trademark Security Agreement); and

WHEREAS, The obligations of Borrower under the Loan Documents are
unconditionally and irrevocably guaranteed by.the joint and severa] personal guarantee of
Douglas C. Clemetson (“Douglas Clemetson”) and Judith. Primm Clemetsaon ("Judith
Primm Clemetson’) pursuant to that certain Guaranty dated October 3, 2001 (the
“Clemetson Guaranty™) and the personal guaranty of Dennis Rider.dated October 3, 200]
(the “Rider Guarantv’). The Clemetson Guaranty and the Rider Guaranty are
occasionally hereinafier collectivelv the “Guarantees”, Douglas Clemetson and Judith
Pnmm Clemetson are hereinafter collectively the “Clemetson Guarantors™). The Loan
Agreement, Note, Deed of Trust, ERA Assignment, Lease Assignment. Trademark
Security Agreement, Clemetson Guarantees (but excluding the Rider Guaranty) and all
other documents and. instruments executed and delivered in connection with the same are
hereinafter collectively the “Loan Documents”; and

WHEREAS, The Loan Documents relate to the original financing for the
development and construction and equipping of the Wolf Creek at Paradise Canyon goif
course (the “Facility”) located on the real property more spectfically described in Exhibit
“A”, attached hereto and incorporated herein by reference (the “Property™); and

WHEREAS, Borrower is a debtor-in-possession in the proceeding entitled: In
Re; Paradise Canvon, LLC, BK-58-02-178]18-LBR (the “Proceeding™. Pursuant to that
certain Order of the United States Bankruptey Court (the “Bankrupicy Court”) dated
May, 12, 2003 (the “Order™), Borrower, as debtor-in-possession, has reorganized its
affairs pursuant 1o a confirmed Plan of Reorganization (the “Confirmed Plan™). Ulnder
the terms of the Confirmed Plan. Borrower and the Clemetson Guarartors desire: (i) 10

CDocuments and Settings\rbloeckenloca: Settings\Temporary Internet Files\OLKT(New) First Amendment to Laan
Jocumenis - Wolf Creex_Fulda (8) DOC -1-
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amend the Loan Documents to, among other things, reinstate the original $10,000,000.00
principal amount of the Loan under the Loan Documents; (ii} to reimburse Lender for all
expenses incurred in connection with the preservation of the Collateral and underwriting
and documentation of this Amendment to Loan Agreement, and the Proceeding,
including all attomeys fees and expenses incurred by Lender in connection with the
foregoing; (iii) to amend the Loan repayment terms under the Note as provided herein;
(iv) to add additional collateral to secure the obligations of Borrower; and (v) to ratify
and reaffirm the obligations of the Clemetson Guarantors under the Clemetson Guaranty,
and Lender is willing to so amend the Loan Documents as more specifically set forth
herein; and

WHEREAS, the parties hereto agree that the capitalized terms used herein
without definition, unless the context otherwise requires, shall have the defined meanings
set forth 1n the Loan Documents.

NOW, THEREFORE, in consideration of the mutual promises, agreements and
covenants set forth herein, and for other good and valuable consideration, including, but
not limited to the reinstatement of the ariginal principal balance due under the Note, the
revision of the repavment terms, the addition of additional collateral to secure the
obligations of Borrower under the Loan Documents and under this Amendment, and the
reaffirmation and ratification of the obligations of Guarantors under the Guaranty, the
receipt and sufficiency of which are hereby acknowledged, the parties hereto, intending
to be legally bound, hereby agree as follows:

1. CLEMETSON GUARANTORS’ ACKNOWLEDGEMENT AND CONSENT.

a. For good and valuable consideration, including Lender’'s willingness to
enter nte this Amendment. Guarantors hereby ‘acknowledgc and consent to the
Confirmed Plan ard to this Amendment, and hereby ratify and reaffirm their
obligations, labilities and indebtedness due and owing to Lender under the terms of
the Clemetson Guaranty, and acknowledge and agree that the execution of the and the
transactions contemplated hereby and thereby in no fashion impact upon the
effectiveness of the Clemetscn Guaranty.  The Clemetson Guarantors hereby
represent and warrant that thev are fully aware of the terms and provisions of this
Amendment and of the Loan Documents and acknowledge that Lender is relving
upon such representations as an inducement to entering into this Amendment.

b. Lach of the Clemetson Guarantors and the Borrower shall at any time, and
from time to time, execute and deliver to Lender or any assignee of Lender estoppel
ceruficates confirming the obligations of the Clemetson Guarantors and the
Borrower, which estoppel certificates shall be in form and content acceptable to
Lender in its sole discretion, with respect to the Loan Documents, including by way
of iliustration and not by way of limitation. the obligations of the Clemetson
Guarantors under the Clemetson Guaranty, within ten (10) days of Lender’s written
request.
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c. The Clemetson Guarantors acknowledge that the Rider Guaranty has not
been ratified and reaffirmed under the Confirmed Plan, under this Amendment or
otherwise, and that the failure or refusal of Rider to so ratify and reaffirm his
obligations under the Rider Guaranty shall not affect the continuing, unconditional,
irrevocable, joint and several obligations of the Clemetson Guarantors under the
Clemetson Guaranty, as the same is hereby ratified and reaffirmed. Notwithstanding
anything herein to the contrary, nothing herein shall be construed as a release or
relinquishment by Lender of any claim Lender may have or may claim to have
against Rider under the Rider Guaranty.

d. The Clemetson Guarantors hereby acknowledge that under the Confirmed
Plan, they own directly, or indirectly through their children Chadley J. Clemetson and
Cory D. Clemetson, substantially all of the outstanding ownership equity of the
Borrower and that they and their children will benefit directly as a result of this
Amendment. The Clemetson Guarantors acknowledge that Lender would not agree
to this Amendment but for the Clemetson Guarantors’ willingness to raify and

 reaffirm their obligations under the Clemetson Guaranty pursuant to the Confirmed
Plan and this Amendment and that the consideration for their jomnt and several
ratification and reaffirmation of the Clemetson Guaranty is actual and adequate.

(]

RATIFICATION OF INDEBTEDNESS UNDER LOAN DOCUMENTS,

a. Borrower, the Clemetson Guarantors and Lender acknowledge and agree
that as of the date of execution of this Amendment {the “Closing Date”) the
outstanding principal amount “of the Note shall be Ten Million Dollars
($10,000,060.00), which sum represents principal under the Note and additional sums
incurred by Lender prior to and after the commencement of the Proceeding which
Borrower, the Clemetson Guarantors and Lender have agreed shall be tnciuded in the
principal balance of the Note as amended hereby (the “Note Principal Balance™).

h. On the Closing Date, Borrower shall pay to Lender the sum of
S401,067.60, which sum inciudes accrued and unpaid interest, reimbursement of
Lender’s attorneys fees incurred prior to, during commencement of and afier the
Proceeding, appraisal fees, underwriting, documentation and placement agent fees,
and other fees and expenses ineurred by Lender in connection with the preservation
of collateral, which sum- shall be paid in good U.S. funds via wire transfer, cashiers
check or certified funds.

c. The Note Principal Balance and the obligations of Borrower and the
Clemetson Guarantors under this Amendment and the Loan Documents are hereby
ratified and re-affirmed by Borrower and the Clemeison Guarantors and are not
subject to reduction, set-off, abatement or defense by Borrower or the Clemetson
Guarantors, or any of them.

d. Lender shall not be required to make any additional advances to Borrower
under this Amendment or the Loan Documents.
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’ 3. ADDITIONAL MODIFICATIONS TO LOAN DOCUMENTS.  The Bomrower,

: the Clemetson Guarantors and Lender agree that the Loan Documents shall be
! : amended, effective with the Closing Date, as follows:

d.

REPAYMENT TERMS.

(1) Payments. The Note Principal Balance and accrued interest
thereon at the Interest Rate, as set forth below, shall be paid in 38 monthlv
mstallments of principal and accrued interest, amortized over the Assumed
Amortization Period, commencing on the first day of September, 2003 and
continuing on the first day of each month thereafter until October 1, 2006
(the “Matunity Date™), at which time the entire unpaid Note Principal
Balance and all unpaid accrued interest thereon, and all other charges
pavable pursuant to the terms of the Loan Documents shall be due and
payable; and provided further that the Note Principal Balance shall be
pavable on such earlier date as to which payment shall have been
accelerated by virtue of the occurrence of an Event of Default, as defined
i the Loan Agreement.. An armoertization schedule reflecting the payments
of principal and interest due for the period September 1, 2003 through and
including the Maturity Date assuming the Interest Rate remains at 8.0%
per annum 1s attached hereto as Schedule. !.

(1) Interest Rate. As-long as there is no Event of Defauli, interest on
the Note Principal Balance shall accrue at the rate of eight percent (8%)
per annum for the period commencing onJuly 15,2003 and continuing
thereafier through and including Jure 30, 2004. From and after July 1,
2004, or at any time prior to July 1, 2004, if there is an uncured Event of
Default under the Loan Documients, or an event decurs which with the
giving of notice or the passage of time would become an Even: of Default
under any Loan Document, interest shall accrue on the then outstanding
balance of principal and accrued and unpaid interest thereon, and any
additional amounts due under the Loan Documents, at the interest rate set
forth in the Note, provided , however, the Interest Rate shall never be less
than 7.0%.

(i) Amortization The Assumed Amortization Period under the Note
shall mean a period commencing July 15, 2003 and ending on and
including October 1, 2026.

(iv)  Prepayment. The Note Principal Balance may be prepaid in
whole or in minimum increments of $500,000.00 at any ttme upon 30 days
written notice, provided however, that in the event of a prepavment during
the pertod commencing on the Closing Date and ending July 15, 2003,
Borrower shall pay a prepayment premiumn equal to one percent (19%) of
the then outstanding balance of principal and accrued interest outstanding
as of the date of such prepayment without premium or penalty.
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(v} Permitted Encumbrances. The Loan Documents are hereby
amended to include the Subordinate Deed of Trust and the Subordinate
DIP Deed of Trust, all of which shall be subordinate and junior in all
respects to the Deed of Trust, as Permitted Encumbrances of the
Bormrower.

DEED OF TRUST. The Note Principal Balance and all other
obligations of Borrower under the Note and Loan Documents are secured
by the Deed of Trust on the Property and a first priority security interest in
all furniture, fixtures and equipment owned by Bomower, wherever
located, whether now owned or hereafter acquired, and all proceeds and
products of any of the foregoing. Borrower hereby authorizes Lender to
create and cause to be filed any Uniform Commercial Code Financing
Statements and related amendments or acknowledgment agresments
deemned reasonably necessary by Lender from time 1o time to carry out the
intentions of the parties as provided herein and in the Loan Documents.

UNSECURED CREDITORS. Under the Plan, Borrower’s
obligations to the holders of approved Class § and Class 9 Unsecured
Creditors (the “Unsecured Creditors™) in the Proceeding mav be secured
by a deed of trust (the “Subordinate Deed of Trust”) against the Property,
which shall be junior and subordinate te the Deed of Trust in all respects.
As a condition precedent to this Amendment. an authorized representative
of the Official Committee of Unsecured Creditors shall execute and
deliver to' Lender a Suberdination and Standstil] Agreement in the form of
Exhibit “B” attached hereto (the “OCUC Subordination Agreement™) on
or prior to the Closing Date.

SUBORDINATION OF DEBTOR IN POSSESSION FINANCING.

Douglas C. Clemetson, as the holder of all right, title and interest in, to
and under all Court approved debtor-in-pessession financing provided to
Borrower during the pendancy of the Procesding in the total amount of
$1,230,000,00 (the “DIP Financing”) shall execute and deliver to Lender a
Subordination and Standstill Agreement in the form of Exhibit “C”
attached hereto (the “DIP Subordination Agreement”).  Douglas C.
Clemetson, Borrower and the Clemetson Guarantors affirmativelv
represent and warrant that Douglas C. Clemetson is the holder of all right,
title and interest in, 1o and under the DIP Financing, has not sold,
transferred or assigned any interest in the DIP Firancing to any third
party, and 1s authorized to e¢xecute and deliver the DIP Subordination
Agreement to Lender.

DEBT SERVICE RESERVE ACCOUNT. On the Closing Date and on
each Monthly Payment Date from after the Closing Date during the Term
of the Lean, 1 addition to the pavment of principal and accrued interest
then due and payable under the Note, Borrower shall deposit with Lender
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an additional sum equal to $25,000.00, for deposit with Lender in a
blocked account designated as the Debt Service Reserve Account.
Borrower shall make such monthly deposits until Borrower shall have
deposited in the Debt Service Reserve Account twelve (12) consecutive
monthly installments in the total amount equal to $300,000.00 (the
“Reserve™). The Reserve may be applied by Lender at Lender’s
discretion to the payment of principal, accrued interest and any and all
other amounts which may be due or which may become due and pavable
under the Loan Documents, including, but not limited to, interest at the
default rate accruing from month to month on all sums due under the Loan
Documents during an Event of Default, and to payment of attornevs fees
and expenses, and any other expenses incurred by Lender from time 1o
time in connection with any such default. whether such gXpenses are
incurred prior to, during or after any proceeding for relief under any
provision of the United States Bankruptcy Code or any state law
equivalent thereof.

Interest shall accrue on the Reserve at Lender’s variable “money market
account” rates, provided however, that nio interest shall be payable on the
Reserve prior 10 its disbursement as set forth herein. If the Reserve shall
be enurely disbursed, but the Loan shall not have been fully paid and
provided for, Borrower shali, within 2 business days of written notice
from Lender, deposit with Lender anadditional amount sufficient to fully
replenish the Reserve in the amount of the resulting deficiency as
determined by Lender, but in anv event such Reserve shall not exceed
$300,000.00, together with-accrued interest thereon. Lender shall have no
obligation to disburse the Reserve or any portion thereof (i} if an Event of
Default has occurred and is continuing hereunder, or (1) to dishurse the
Reserve for any other purpose or to any other person, provided if an Event
of Default has occurred, Lender may disburse the Reserve in its discretion
to the payment of the Loan or to any other cost or expense as it may
decide. Borrower hereby grants to Lender a first Pricrity security interest
in the Reserve. Any Reserve remaining undisbursed on the Maturity Date
shall be credited to the outstanding Principal Balance, any unpaid accrued
interest due under the Note, and any other costs or expenses incurred by
Lender in connection with the Loan.

UNDERTAKING RELATIVE TO ENCROACHMENTS. On or
before September 1, 2003, Borrower shall provide Lender with a currently
certifted Survey as to the Propertv. The survey shall be prepared in
accordance with standards applicabie to registered and licensed land
surveyors making surveys in Nevada and in accordance with the
provisions of this Section 3 {

The survey shall show and shall contain the surveyor's certification that it
shows:
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(1) the courses and distances of all boundary lines (including appurtenant
gasements);

(i) the location of all improvements, including utility lines and
connections, situated on or above the Property and on or above any
easements or nights of way affecting the Property

¥

(i) all encroachments of adjoining properties or improvements onto the
Property;

(ivy  all encroachments of improvements on the Property onto any
adjoining property, (“the Encroachment Land™);

(v) the location of al! easements (and setting forth recording information
as to all recorded easements) and other rights burdening the Propertv and
all encroachments of improvements onto the areas of such easements;

(v1) the location of all roadways, rights of way and the like affecting the
Property;

(vii) all access ways from the Propertyto public roads; and

(viii)  such-other facts and conditions affecting the Property as are
appropriate, or as may have been reasonably requested bv the Lender.

On or before September 30, 2003, Borrower. shall execute and deliver to
Lender an amendment 1o the Deed of Trust, or ‘other appropriate
instrument, in form and content acceptable to Lender in its sole discretion.,
by the terms of which the Encroachment Land situated on the northemn
boundary of the Propertv, as identified on the Survey, sha]l become
additional security for the Note and other obligations of the Borrower to
the Lender as provided in the Loan Docurments.

Borrower shall use its “best efforts” 10 acquire marketable title to the
Encroachment Land situated on the westemn boundary of the Property, as
identified in the Survey, in the form of either fee title or a permanent
perpetual casement.

Immediately. on the acquisition of the fee or the permanent perpetual
easement over the Encroachment Land on the westernsboundary of the
Property, Borrower shall provide Lender with an amendment to the Deed
of Trust, or other appropriate instrument. in form and content acceptable
to Lender in its sole discretion, by the terms of which the Encroachment
Land shall become additional security for the Note and other obligations
ofthe Borrower 1o the Lender as provided in tHe Loan Documents.

Simuitaneously with the addition of all or auy portion of the Encroachment
Land as additional cotifateral under the Deed of Trust, Borrower shall
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provide an endorsement to the Lender’s current title insurance policy
issued by First American Land Title Insurance Company adding acquired
Encroachment Land to the Lender’s title insurance coverage.

g MATERIAL EFFECT. Borrower or the Clemetson Guarantors will
transmit to Lender, immediately upon receipt thereof, any communication
which could materiaily affect Lender’s security for the Loan or have a
material adverse effect on the Property, the financial condition of
Borrower or the Clemetson Guarantors and will promptly respond fully to
any inquiry of Lender made with respect theréto.

h. PROVIDE LEASE INFORMATION. Borrower shall on request by
Lender furnish to Lender, a fully executed copy of each lease (a“Lease”
and collectively the “Leases”) entered into by Borrower, together with all
exhibits and attachments thereto and all amendments and modifications
thereof, for equipment or other real or personal property used by Borrower
in connection with the Property. Borrower shall provide on request to
Lender a status report on the Property, showing the names of all lessors,
the equipment or property being leased, the major terms of all Leases,
current status of each Lease and the rents payable thereunder, and all
letters of intent or agreements to iease,

ESCROWS, Borrower shall deposit with Lender on the first day of cach
and every month hereafier ‘as a deposit to pay the costs of taxes,
assessments and isurance premiums next due (“Charges™):

(1) imitially a sum egual to the arnount to be depesited pursuant to
subsection (i1} below and an additional initial sum equal the estimated
Charges for the next payment due; and

(i1) thereafter an amount equal to one-twelfth {1/12th) of the estimated
arnual Charges due on the Property. For purposes of this provision,
Borrower and Lender agree that the initia! monthly deposits shall be in the
amount of $20,000.00, and that such amount may change from time (o
tme as determined by Lender in the usual and ordinary course of business.

Lender will, upon the presentation to the Lender by the Borrower of the
bills therefor, pay the Charges from such deposits or will upon
presentation of receipted bills therefor, reimburse the Borrower for such
payments made by the Borrower. In the event the deposits on hand shall
not be sufficient to pay all of the estimated Charges when the same shall
become due from time to time, or the prior deposits shall be less than the
currently estimated monthly amounts, then the Borrower shall pay to the
Lender on demand any amount necessary to make up the deficiency. The
excess of any such deposits shall be credited to subsequent payments to be
made for such items. 1If a default or an event of default shall occur under
the terms of this Amendment, the Lender may, at its option, without being
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required to do so, apply any deposits on hand to the Obligations, i such
order and manner as the Lender may elect. When the Obligations have
been fully paid, any remaining deposits shall be returned to the Borrower
as ils interest may appear. All deposits are hereby pledged as additional
security for the Obligations, shall be held for the purposes for which made
as herein provided, may be held by Lender and may be commingled with
other funds of the Lender, shall be held without any allowance of interest
thereon and shall not be subject to the decision or, contro} of the
Borrower. Lender shall not be liable for any. act or omission made or
taken in good fajth. In making any payments, Lender may rely on any
statement, bill or estimate procured from orissued by the payee without
inquiry into the validity or accuracy of the same. If the taxes shown in the
tax statement shall be levied on propsrty more extensive than the Property,
then the amounts escrowed shall be based onthe entire tax bill and
Borrower shall have no right to require anapportionment and Lender may
pay the entire tax bill nowwithstanding that such taxes pertain In part to
other property and the Lender shall be under no duty to seek a wax division
or apportionment of the tax bill.

i. WATER SHARES LEASE. On or prior to the Closing date, Borrower
shall tender all payments due under that certain Lease of Irrigation Shares
between the Virgin Vallev Water District, a political subdivision of the
State of Nevada (the “Water District™), as lessor, and Horizon Golf, as
lessee, dated May 30, 2000 {the “Water Shares Lease”). The Water
Shares l'case has been collaterally assigned to Lender pursuant to the
Lease Assignment to secure the Obligations of Borrower under the Loan
Documents. If there is no Event of Default or event which with the
passage of time or the giving of notice would become an Event of Defauit
under the Loan Documents, Borrower may enter into a new lease of water
shares with the Water District for not less than 150 water shares {(the *“New
Water Shares Lease”) on terms not less favorable o Borrower than the
terms of the existing Water Shares Lease, and substitute such New Water
Shares Lease as collateral for the Water Shares Lease, provided however,
Borrower shall pay all costs and expenses of Lender in connection with
any such collateral substitution, including, but not limited to Lender's
attorneys fees incurred in connection with preparing an amendment 1o the
Loan Documents for these purposes, and provided further that Lender
shall have the absolute right to accept or reject any such proposed
collateral substitution in its sole discretion.

4. RELEASE. Except for the continuing obligations of the parties as sct forth in the
t.can Documents and this Amendment, (including, for illustration purpases, but not
limited to, the Clemetson Guaranty), as the same are ratified and reaffirmed hereby,
Borrower-and the Clemetson Guarantors hereby release Lender from any and all
claims and liabilities each party may have against Lender, including any of Lender’s
predecessors In  interest, successors, assigns, agents, represemtatives, advisors
(including Northland Advisors, Inc., a Minnesota corporation, its officers, directors
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and employees), attorneys, consultants and accountants, that arose either on or prior
to the date of execution of this Amendment, whether or not such claims are
contingent, liquidated or unliquidated, known or unknown, asserted or unasserted.

5. INDEMNIFICATION. Borrower and the Clemetson Guarantors acknowledge and
agree to defend, indemnify and hold Lender, including any of Lender’s predecessors
In Interest, successors, assigns, agents, representatives, advisors {including Northland
Advisors, Inc.. a Minnesota corporation, its officers, directors and employees),
attorneys and accountants, harmless from and against any and all claims, damages,
judgments, penalties, costs and expenses {including attorney fees and court costs now
or hereafter arising from the aforesaid enforcement of this clause) arising directly or
indirectly from the activities of Borrower, its current and former officers, members.
emplovees, agents and assigns, the Clemetson Guarantors or their predecessors in
interest, heirs, successors or assigns, or third parties with whom any of the foregoing
have a contractual relationship, or arising directly orindirectly. from the violation of
any laws or regulations, whether such claims are asserted by any governmental
agency or any other such person. This indemnity shall survive termination of this
Amendment.

6. REQUIRED DOCUMENTS, The parties hereto agree that they will execute and
deliver any and all documents, and will cause any-and all other action to be taken,
either before or after the date of this Amendmient, which may be necessary or proper
to effect or evidence the provisions of this Amendment and the transactions
contemplated hereby or therein.

7. REQUIRED PROCEEDINGS. All organizational and legal proceedings relating to
all Instruments and agreements in connection with the transactions contemplated in
this Amendment, including but not limited to opinions of counsel to Borrower and the
Clernetson Guarantors, shall be satisfactory in scope, form and substance to Lender
and its counsel, and Lender shall have received all information and copies of ali
documents, including records of company proceedings, which it may reasonably have
requested 1n connection therewith; such documents where appropriate to be certified
by proper representatives.

-~

8. LEGAL EXISTENCE AND AUTHORIZATION. The undersigned  partes
hereby acknowledge their legal existence and that they are individually and
collectively duly authorized 1o make and perform this Amendment, and any and all
documents and instruments contemplated hereunder which constitutes 2 valid and
enforceable obligation of'each of the undersigned.

9. NOTICES. Unless otherwise specifically provided herein, any notice delivered
under this Amendment shall be in writing addressed to the respective party as set
forth below and may be personallv served, telecopied or sent by ovemight courier
service or certified orregistered United States mail and shall be deemed to have been
given (a) if delivered in person, when delivered, (b) if delivered by telecopy, on the
date of transmission if transmitted on a business day before 4:00 p.m. (prevailing
time of the recipient) or, if not, on the next succeeding business day, (c) if delivered
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by ovemight courier, one business day after delivery to such courier properly
addressed, or (d) if by United States mail, four business days after deposit in the
United States mail, postage prepaid and properly addressed.

Notices shall be addressed as follows:

Borrower: Paradise Canyon LLC
401 Paradise Parkway
Mesquite, Nevada 89027
Attention: Cory D. Clemetson
and Chadley J. Clemetson, Managers

Cruarantors: Douglas C. Clemetson
Judith Primm Clemetson
714 Champagne Road
Inciine Village, Nevada 89024

With a Copy to: Graves & Leavitt
601 Scuth Sixth Street
Las Vegas, Nevada 85101
Attention: Terry V. Leavitt, Esq.

To Lender: First National Bank
109 North St. Paul Avenue
Fulda, Minnesota 56131
Attention: Joseph E. Grandgeorge, President

With a copy to: Hinshaw & Culbertson
222 South Ninth Street, Suite 3100
Minneapolis, Minnesota 55402
Attention: David R. Myirea, Esq.

10. REAFFIRMATION. Borrower and the Clemetson Guarantors and each of them
individually, jointly and severally acknowledge, represent and warrant that subject to
the terms hereof, all other terms and conditions of the Loan Docurnents remain in full
force and effect, except as modified hereby, and there are no other loan defaults by
erther Lender, Borrower ‘or the Clemetson Guarantors under the Loan Documents.
Notwithstanding anything herein to the contrary, Lender’s forbearance with regard to
the exercise of remedies under the Loan Documents in comnection with the
Encroachment Land described in Section 3 f above shall not be construed by
Borrower, the Clemetson Guarantors or any other party claiming by or through
Borrawer or the Clemetson Guarantors, as a rclease, waiver or discharge of
Borrower’s and the Clemetson Guarantors’ joint and several obligations under the
Loan Documents in the same manner as if Lender’s forbearance with respect to the

Encroachment Land had not been granted. In the Event of Default, or in the event of
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any occurrence which with the passage of time and the giving of notice would
become an Event of Default, or at any time that Lender has reason to belicye, n its
sole unbridled discretion that all or any portion of the Collateral is in jeopardy for
any reason, Lender reserves its right to demand full, complete and immediate
performance of all of Borrower’s and the Clemetson Guarantors” obligations with
regard to the Encroachment Land. This Amendment 15, and any other loan
documents when delivered under this Amendment will be, legal, valid, and binding
obligations of the parties hereto, enforceable against the parties hereto in accordance
with their respective terms, except to the extent that such enforcement may be limited
by applicable bankruptcy, insolvency, and other similar laws affecting creditors’
rights generally.

11. COUNTERPARTS AND FACSIMILE SIGNATURES. This Amendment may be
executed in any number of counterparts, all of which taken together shall constitute
one and the same instrument, and either Bomrower, the Clemetson Guarantors or
Lender may execute this Amendment by signing any such counterpart. Borrower, the
Clemetson Guarantors and Lender agree that this Amendment may be executed by
one or more of the parties hereto. by facsimile signatures which shall be fully
enforceable against said parties as if an oniginal signature had been obtained.

i2. ENTIRE AGREEMENT. This Amendment, the Loan Documents, the Clemetson
Guaranty and the DIP-Subordination Agreement constitute the entire agresment
between the parties hereto and no representation, warranty, condition, understanding
or agreement of any kind in connection with the subject ‘matter hereof shall be
binding on the parties hereto unless expressly set forth herein.

BORROWER AND THE CLEMETSON GUARANTORS EACH
ACKNOWLEDGE THAT LENDER IS UNDER NO OBLIGATION TO RENEW,
EXTEND OR MODIFY THE LOAN DOCUMENTS OR PROVIDE OTHER
FINANCING.
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IN WITNESS WHEREOF, the parties hereto have hereupon set their hands as of the
day and year first above written.

PARADISE CANYON LLC,
a Nevada limited liability company

- ﬂ ]
By (Mud Gk
Chadley J. Clemetson
Its: Manager

By:

Its: 'Manager

FIRST NATIONAL BANK,

a uationaﬂﬁn‘lzy

-~ - /'.lrd
o /// e
By A Fal

. Joseph E. Grandgeorge
- _lts: President

’hﬂ-—'{d\l—v# C C/Q)NVEL—)P{\J
Dougla . Clemetson,
as Gua;ﬁntor

Judith Primm Clemetson,
as Guarantor
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IN WITNESS WHEREOF, the parties hereto have hereupon set their hands as of the
day and year first above written.

PARADISE CANYON LLC,
a Nevada limited liability company

By:

Chadley J. Clemetson
Its: Manager

By:

Cory D. Clemetson
Its: Manager

FIRST NATIONAL BANK,

a natipral bank

-~

an rd
// ’// /_{, -
By: S e

. Joseph E. Grafdgeorge
‘~.\J§: President

Douglas C. Clemetson,
as Guarantor

\LAJUZW\ pWWm

Judith Primm Clemetson,
as Guarantor
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EXHIBIT A

{Legal Description)

THOSE PORTIONS OF SECTIONS 3 AND 4, TOWNSHIP 13 SOUTH, RANGE 71 EAST,
M.D.M. DESCRIBED AS FOLLOWS:

PARCELS ONE (1) AND FOUR (4) AS SHOWN BY MAP THEREOF IN FILE 98 OF
PARCEL MAPS, PAGE 1, AS AMENDED BY CERTIFICATE OF AMENDMENT
RECORDED JUNE 7, 2000 IN BOOK 20000607 AS DOCUMENT NO. 01473 IN TUE
OFFICE OF THE COUNTY RECORDER, CLARK COUNTY, NEVADA.

TOGETHER WITH A NON-EXCLUSIVE EASEMENT FOR ACCESS, INGRESS, EGRESS
AND CROSS PARKING AS ESTABLISHED BY CROSS-PARKING EASEMENT AND
UTILITIES EASEMENT AGREEMENT RECORDED OCTOBER 4, 2001 IN BOOK
20011004 AS DOCUMENT NO. 1227, IN THE OFFICE OF THE COUNTY RECORDER.
CLARK COUNTY,NEVADA.
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EXHIBIT B
SUBORDINATION AND STANDSTILL AGREEMENT

THIS SUBORDINATION AND STANDSTILL AGREEMENT (this "Agreement”)
made as of the I5th day of July, 2003, by and between the Official Commitiee of Unsecured
Creditors, or its assignee (the "Committee™) for and on behalf of those persons and/or entities
who are members of the constituency whose interests are represented by the Committee in the
proceeding entitled In Re: Paradise Canvon, LLC BK-S-02-17818-LBR (such constituency 1s
hereinafter collectively the "Subordinate Creditors") and First National Bank, a national bank
with its principal office located in Fulda, Minnesota (the "Senior Lender").

RECITALS

- Al Senior Lender is the owner and holder of that certain Promissory Note, dated as of
October 3, 2001, of Paradise Canyon L.LC, a Nevada limited liability company (the "Borrower")
made payable to the order of Senior Lender in the original principal amount of $10,000,000.00
(the "Note") and any extensions, amendments or substitutions thereof being herein coliectively
referred to as the "Senior Note”. The Senior Note ané the loan evidenced thereby (the “Senior
Loan”) are the subject of that certain Loan Agreement, dated as of the same date of the Note,
between Senior Lender and Borrower (the "Senior Loan Agreement”). Pursuant to the Order
Confirming Amended Plan of Reorganization dated May 23, 2003, approving Douglas C.
Clemetson’s First Amended Plan of Reorganization (the “Confirmed Plan"), Borrower and
Senior Lender have agreed that the Senior Note, Senior Loan Agreement and all other documents
and instruments executed and delivered in connection with the same shall be amended pursuant
1o the terms and conditions set forth in that certain First Amendment to Loan Documents dated
July 15, 2003 between Borrower and Senior Lender (the "Amendment”}. The Loan and any
extensions, amendments or substitutions thereof being herein referred to as the "Senior Loan."

B. The obligations of Borrower under the Senior Loan Documents are secured by
that certain-Deed of Trust, Assignment of Leases and Rents, Security Agreement and Fixture
Filing, dated October 3, 2001, from Borrower, as Grantor, to First American Title Company of
Nevada, a Nevada corporation, as Trustee, for the benefit of Senior Lender, as beneficiary (said
Deed of Trust and any extensions, amendments, substitutions or consolidations thereof peing
referred te as the "Senior Deed of Trust”), encumbering the land located in Clark County,
Nevada, legally described in Exhibit A attached hereto (the "Property"), as well as other
property, mncluding, but not limited to, all furniture, fixtures and equipment, whether now owned
or hereafter acquired by Borrower. The Senior Deed of Trust was recorded in the office of the
Clark County Recorder on October 4, 2001 in Book 20011004 as Instrument Number: 01226
The Senior Loan Agreement, Senior Note, Senior Deed of Trust, Amendment and any
extensions, amendments or substitutions thereof are hercinafter collectively referred to as the
"Senior Loan Documents").

o, Pursuant to the Confirmed Plan, the Committee, as the official representative of
all persons and/or entities holding Class 8 and Class 9 Allowed Unsecured Claims, as such terms
are defined in the Confirmed Plan, is authorized to accept pavments from Borrower under the

C.\Documents and SettingsWbloeckenlLocal Setlings:Temporary Internet Fiies\OLK7\(New) First Amendment to Loan Documents -
Wolf Creek_Fuica (8).00C

12107544303 811451 Aok 201 FAGE 266



Confirmed Plan of an aggregate sum to be determined following the date of confirmation, which
payments represent the full and complete payment of all such claims, with such payments to be
made over a period of no longer than sixty (60) months, without interest (the "Unsecured
Creditors' Claims").

D. The Unsecured Creditors' Claims shall be secured by a Second Priority Deed of
Trust (the “Subordinated Deed of Trust”) from Borrower, as grantor, in favor of
, as trustee, for the benefit of the Subordinate Creditors, as
Beneficiary (the "Subordinate Deed of Trust"), encumbering Property. As a condition to
entering into the Amendment, Senior Lender has required that this Subordination Agreement be
executed and defivered by the Committee on behaif of the Subordinate Creditors, whose
authority for executing the referenced documents arises from Borrower's-Confirmed Plan, and
consented to by Borrower and the United States Bankruptey Court pursuant to the Confirmed
Plan.

NOW, THEREFORE, in consideration of the mutual covenants and agreements herein
contained, the parties hereto agree as follows:

1. The Unsecured Creditors' Claims, the Subordinate Deed of Trust and any other
document evidencing, securing or guaranteeing or otherwise executed in connection with the
Unsecured Creditors’ Claims (collectively, together with any -extensions, refinancings,
modifications, substitutions or consolidations thereof, being hereinafter coilectivelv referred to as
the "Subordinate Unsecured Creditors' Claim Documents") and all advances made thereunder,
are hereby, and shall continue to be, subject and subordinate to the lien of the Semior Loan, the
Sentor Loan Agresment, the Senior Notw, the Senior Deed of Trust, the Amendment, and any
other document evidencing, securing or guaranteeing the Senior Loan or otherwise executed in
connection with the Senior Loan (collectively,. together with any amendments, extensions,
refinancings, modifications, substituticns or consolidations thereof, being hereinafter collectively
referred to as the "Seniar Loan Documents™) and all advances made thereunder without regard to
the application of such advances, together with ail interest, prepayment premiums and all other
sums due under the Senior Loan Documents.

s In addmon, without limiting the foregoing, the Commitiee, on bechalf of the
Subordinate Creditors agrees that al! rights of Subordinate Creditors under the Subordinate
Unsecured Creditors' Claim. Documents—in and to the Property and the proceeds thereof
(including assignments of leases and rents. issuss and profits and the rights with respect 10
nsurance preceeds and condemnation awards) shall be expressiy subject and subordinate:

(a) o the rights of Senior Lender in and to the Property and the proceeds
thercofl (including assignments of leases and rents, issues and profits and rights with
respect 1o nsurance proceeds and condemnation awards) on the terms set forth in the
Senior Deed of Trust and the other Senior Loan Documents; and

{b) to any and all advances made and other expenses incurred under, and as
permitted in, the Senior Deed of Trust and the other Senior Loan Documenits.
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-

3. The Committee, on behalf of the Subordinate Creditors, hereby agrees that, except
as provided in Section 4 below, so long as any sum shall remain outstanding under the Senior
Yoan Documents:

{a) Committee shall simultaneously send to Senior Lender due notice of al
defaults for which Subordinate Creditors intend to pursue remedies under the Subordinate
Unsecured Creditors' Claim Documents, as well as copies of all notices required to be
delivered to Borrower under the Subordinate Unsecured Creditors' Claim Documents.
Notice under the Subordinate Unsecured Craditors' Claim Documents shall not be
deemed effective until such notice has been received by Senior Lender. Senior Lender
shall have the right, but shall not have any obligation whatsoever, to cure any such
default within thirty (30) days after the expiration of the applicable grace period
permitted to Borrower under the Subordinate Unsecured-Creditors’' Claim Documents;

(k) Subordinate Creditors shall not, without the prior written consent of
Senior Lender, which consent shall not be unreasonably withheld, tzke any Enforcement
Acuon (hereinafter defined). For the purposes of this Agreement, the term "Enforcement
Action” shall mean with respect to the Subordinate Unsecured Creditors' Claim
Documents, the acceleration of all or any part of the indebtedness evidenced by the
Subordinate Unsecured Creditors' Claim Documents, the obtaining of a receiver, the
seeking of default interest. the taking of“possession or control of the Praperty, the
commencement of suit-en any-other obligation contained in the Subordinate Unsecured
Crediters' Claim Documents, the exercising of any rights of set-off or recoupment, the
commencement of any bankruptcy, reorganization or insolvency proceedings ugainst
Borrower under any federal or state-law, or the taking of any other enforcement action of
any Xind against the Property;

(c) Iz the event (i) Subordinate Creditors receive anv payment contrary to the
terms of the Subordinate Unsecured Creditors' Claim Documents, or (11) Borrower is in
default under the Senior Loan Documents, and there are any payments by or on behalf of
Borrower, or of all or any par. of the Property, assets or business of Borrower or the
proceeds thereof, in whatever form, to any creditor or creditors of Borrower or to anv
holder of indebtedness . of Borrower, then, and in any such event, any payment or
distribution of any kind or character, whether in cash, property or securities which shall
be pavable or deliverable with respect to anv or all of the Unsecured Creditors' Claims
shall be paid forthwith or delivered directly to Senior Lender for application to the
payment of the Senior Loan to the extent necessary to make payment in full of all sums
due under the Senior Loan remaining unpaid after giving effect to any concurrent
payment or distribution to. Senior Lender. In any such event, Senior Lender may, but
shall not be obligated to, demand, claim and collect any such payment or distribution that
would, but for these subordination provisions, be payable or deliverable with Tespect to
the Unsecured Creditors' Claims;

{d) No Enforcement Action or any other action be taken that would terminate
any leases or other rights held by or granted to or by third parties with respect to the
Property other than in accordance with the Senior Deed of Trust:

CiDocuments and SettingsroineckeriLocal Seltings\Temporary internet FilesiOLK7\(New} First Amendment to Loan Documents -
Wolt Creek_Fuida (8).00QC

12107644303 £11455 a0k 201 P 268



(e) (1) If, after the consent required under paragraph 3(b) above has been
obtained, any action or proceeding shall be brought to commence an Enforcement Action,
no portion of the rents, issues and profits of the Property shall be collected except through
a recelver appointed by the court in which such action or proceeding is brought, after due
notice of the application for the appointment of such receiver shall have been given to
Senior Lender and the rents, issues and profits so collected by such receiver shail be
applied first to the payment of maintenance of and taxes and insurance on the Praperty,
and then to the payment of principal and interest due and owing on the Senior Deed of
Trust prior to the payment, if any, of any principal or interest due and owing on the
Subordinate Deed of Trust; (ii) if during the pendency.of any such action or proceedings,
an action or proceeding shall be brought by Senior Lender for the foreclosure of the
Senior Deed of Trust and an application is made by Senior Lender for an extension of
such receivership for the benefit of Senior Lender, all such rents, issues and profits held
by such receiver as of the date of such application shall be applied by the receiver solely
for the benefit of Senior Lender, and Subordinate Creditors shall not be entitled to any
portion thereof untl all sums due and owing pursuant to the Senior Deed of Trust have
been paid in full and applied as aforesaid: and (111) notice of the commencement of any
action or proceeding by Subordinate Creditors shall be given 1o Senior Lender and true
copies of all notices thereof and papers served or entered in such action shal! be delivered
to Senler Lender;

) Subordinate Creditors shall not, without the prior written consent of
Semor Lender, modify or amend any of the terms or pravisions of the Subordinate Deed
of Trust or other Subordinate Unsecured Creditors' Claim Documents, if such
modification or amendment would (1} increase the then outstanding amount of the
Unsecured Creditors' Claims, (2) increase the amount of the scheduled payments on the
Unsecured Creditors' Claims, (3) reduce the term of the Unsécured Creditors' Claims, or
(+) otherwise materially increase the obligations of Borrower under the Subordinate
Unsecured Creditors' Claims Documents;

{(g) After request by Senior Lender, Subordinate Creditors shall within ten
(10) days fumish Senior Lender with a statement, duly acknowledged and certified
setting forth the amount of the then outstanding Unsecured Creditors' Claims and any
other sums due and owing. thereunder, and whether any default exists under the
Subordinate Unsecured Creditors' Claim Documents:

{h) To the extent any pavment under the Senior Loan Documents (whether by
or on behalf of Borrower, as proceeds of security or enforcement of any right of set-off or
otherwise) is for any reasen repaid or retuned to Borrower or its insolvent estate, or
avolded, set aside or required to be paid to Borrower, a trustee, receiver or other similar
party under any bankruptcy, insolvency, receivership or similar law, then the Senior Loan
or part thereof originally intended to be satisfied shall be deemed to be reinstated and
outstanding to the extent of any repavment, return, or other action as if such payment had
not occurred; and

{1) To the extent any payment under the Subordinate Unsecured Creditors'
Documents (whether by or on behalf of Borrower, as proceeds of security or enforcement
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of any right of set-off or otherwise) is for any reason repaid or returned to Borrower or its
msolvent estate, or avoided, set aside or required to be paid to Borrower, a trustee,
recetver or other similar party under any bankruptcy, insolvency, receivership or similar
law, then the Senior Lender shall have no objection to the reinstatement of any such
amount to the Unsecured Creditors' Claims.

4, Notwithstanding the provisions of Paragraph 3 of this Agreement, until Senior
Lender gives the Committee written notice (in the manner set forth below) of the occurrence of a
default by Borrower under the Senior Loan Documents, and provided that

(2) there shall not then exist any breach of this Agreement by Subordinate
Creditors that has not been waived, in writing, bv Senior Lender,

(b} at the time of the payment deseribed below no default by Borrower exists
and 1s continuing under the Senior Loan Documents.

(c)  the payment described below, if made, would not give rise to the
occurrence of any default by Borrower under the Senior Loan Documents, and

(d) none of the events described in Paragraph 3{c¢)(iv) has occurred,

Borrower may pay to Subordinate Creditors, and Subordinate Creditors may accepi from
Borrower payments when due on the Unsecured Creditors' Claims.

5. Senior Lender hereby consents 1o the Unsecured Creditors' Claims subject to the
terms of this Agreement. This consent is limited to the Unsecured Creditors’ Claims described
above and shall not be deemed to (a) be a consent 1o any future encumbrances or to any
modification not permitted in Paragraph 3(f), or anv renewal, extension or increase, of the
Subordinate Unsecured Creditors' Clair Documents, (b) be a waiver of any provision lirmiting or
prohibiting further encumbrances contained in the Senior Deed of Trust, {¢) be a consent to or
warver of any other term or conditien of the Semior Deed of Trust or other Senior Loan
Documents, or (d) prejudice any right or rights which Senior Lender may now or in the future
have under or in connection with the Senior Deed of Trust or other Senior Loan Documents.

0. Senior Lender further agrees as follows:

{a) Senior Lender will simultancously send to the Commitiee a copy of anv
notice sent by Senior Lender to Borrower of any default for which Senior Lender intends
to pursue its remedies under the Sentor Loan Documents, provided that any failure by
Sentor Lender to provide such notice shall not effect the subordination and standstill
obligations of Subordinate Creditors hereunder, which shall remain in full force and
effect notwithstanding any such failure to provide any such notice.

{b) After request by the Committee or its assignee, Senior Lender shall within
thirtv (30) days furmish the Committee with a statement, duly acknowledged and
certified, setting forth the original principal amount of the Senior Note, the unpaid
principal-balance, all accrued but unpaid interest and any other sums duc and owing
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thereunder, the rate of interest, the monthly payments and whether any default exists
under the Senior Loan Documents.

-

7. Senior Lender, the Committee and Subordinate Creditors shall cooperate fully
with each other in order to promptly and fully carry out the terms and provisions of this
Agreement.  Each party hereto shall from time to time execute and deliver such other
agreements, documents or instruments and take such other actions as may be reasonably
necessary or desirable to effectuate the terms of this Agreement.

g. No failure or delay on the part of any party in exercising any right, power or
remedy hereunder shall operate as a waiver thereof, nor shall any single or partial exercise of any
such right, power or remedy preclude any other or further exercise thereof or the exercise of any
other right, power or remedy hereunder.

Q. Each party hereto acknowledges that to the extent that no adequate remedy at law
exists for breach of its obligations under this Agreement, in the event either party fails to comply
with its obligations hereunder, the ather party shall have the ri ght 1o obtain specific performance
of the obligations of such defaulting partv, injunctive ralief or such other equitable relief as may
be available.

10. Any notice or other communication to-any party in connection with this
Agreement shall be in writing and shall be sent by manual delivery, telegram, telex, facsimile
transmission, overnight courier aor Unized States mail {postage prepaid) addressed, at the address
specified below the signatures bejow, ar at such other address as such party shall have specified
'o the other party hereto in-writing. All periods of notice shzll be measurad from the date of
delivery thereof if manually delivered, from the date of sending thereof if sent by telegram, telex
or facsimile transmission, from the first business day after the date of sending if sent by
overnight couner, or from four days after the date of mailing if mailed. Either party may change
its address for notices by a notice given not less than five (5) business days prior to the effective
date of the change.

i1 In the event of any conflict between the provisions of this Agreement and the
provisions of the Subordinate Unsecured Creditors' Claim Daocuments, the provisions of this
Agreement shall prevail.

12, No person, including, without limitation, Borrower, other than the parties hereto
and their successors and assigns as helders of the Senior Loan Documents and the holders of the
Subordinate Unsecured Creditors' Claims shall have any rights under this Agreement.

13. This Agreement may be executed in two or more counterparts each of which shail
be deemed an original but all of which together shall constitute one and the same instrument.

14, No amendment, suppiement, modification, waiver or termination of this
Agreement shall be effective against a party against whom the enforcement of such amendment,
supplement, modification, waiver or termination would be asserted, unless such amendment,
supplement, modification, waiver or termination was made in writing signed by such party.
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15, In case any one or more of the provisions contained in this Agreement, or any
application thereof, shall be invalid, illegal or unenforceable in any respect, the validity, legality
and enforceability of the remaining provisions contained herein, and any other application
thereof, shall not in any way be affected or impaired thereby:.

16. This Agreement shall be construed in accordance with and govermed by the laws
of the State of Nevada. '

17, This Agreement shall bind and inure to the benefit of Senior Lender, the
Commuittee and Subordinate Creditors and their respective suceessors, permitted transferees and
ass1gns.

IN WITNESS WHEREOF, the parties have duly executed this Agreement as of the day
and year first above written.

SENIOR LENDER:
FIRST NATIONAL BANK
By

) Joseph E. Grandgeorge
[ts: President

Address:

109 North St. Paul Avenue

Fuida, Minnesota 36131
Attention: Joseph E. Grandgeorge
rax No. 307-425-2579

OFFICIAL. COMMITTEE OF UNSECURED
CREDITORS, acting as agent and fiduciary on
behalf of the Subordinate Creditors

By:
tts: Chairman

Address:
Official Committee of Unsecured Creditors of Paradise Canyon, LLC
Schwartzer & McPherson Law Firm
Las Vegas, Nevada 89109
Attention: Jeanette E. McPherson, Esquire
Fax No. (702) 693-0122
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STATE OF MINNESOTA )
: ) ss.
COUNTY OF MURRAY )

The foregoing instrument was acknowledged before me this day of July, 2003, by
Joseph E. Grandgeorge, the President of First National Bank, a national bank. on behalf of the
bank.

Notary Public in-and for said County-and State

STATE OF NEVADA }
} ss.
COUNTY OF CLARK )
The foregoing instrument was acknowledged before me this day of July, 2003, by

, the Chaitman of the Official Committee of Unsecured
Creditors in the proceeding entitied In Re: Paradise Canvon. LLC, Case No BK-S-02-17818-
LBR, on behalf of the Official Commitiee of Unsecured Creditors.

Notary Public in and for said County and State
This instrument was drafted by:

Hinshaw & Culbertson
222 South Ninth Street, Saite 3100
Minneapolis, MN 53402

[ACKNOWLEDGMENT PAGE TO
SUBORDINATION AND STANDSTILL AGREEMENT]
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CONSENT OF PARADISE CANYON, LLC

Paradise Canyon, LLC, a rcorganized debtor under Chapter 11 of the United States
Bankruptcy Code, hereby consents to all of the terms of the foregoing Subordination and
Standstill Agreement.

PARADISE CANYON, LLC

By

-

Cory D. Clemetson, Manager

By

-

Chadley J. Clemetson, Manager

STATE OF NEVADA )
}ss.
COUNTY OF CLARK )

The foregoing instrument was acknowledged before me this  dav of July, 2003, by
Cory D. Clemetson and Chadley-J. Clemetson, the Managers of Paradise Canvon, LLC, a
Nevada limited liability company, on behalf of the company.

Notary Public in and for said County and State
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EXHIBIT C

SUBORDINATION AND STANDSTILL AGREEMENT

THIS SUBORDINATION AND STANDSTILL AGREEMENT (this "Agreement")
made as of the 15th day of July, 2003, by and between Douglas C. Clemetson (hereinafter the
"Subordinate Creditor") and First National Bank, a nationat bank with its principal office located
In Fulda, Minnesota (the "Senior Lender™).

RECITALS

A. Senior Lender is the owner and holder of that certain Promissory Note, dated as of
October 3, 2001, of Paradise Canyon LLC, a Nevada limited liability company (the "Borrower")
made payable to the order of Senior Lender in the original principal amount of $10,000,000.00
(the "Note") and any exiensions, amendments or substitutions thereof being herein collectively
referred to as the "Senior Note". The Senior Note and the terms and conditions of the Joan
evidenced thereby (herein the “Senior Loan™) are evidenced by that certain Loan Agreement
dated of even date with the Senior Note, betwsen Senior Lender and Borrower (the "Senior Loan
Agreement").

B. Douglas C. Clemetson’s First Amended Plan of Reorganization (the "Confirmed
Plan") was approved and confirmed in the proceeding entitled In Re; Paradise Canvon. LLC,
BK-S-02-17818-LBR, pursuant to that certain Order  Confirming Amended Plan of
Reorganization dated May 23, 2003, Borrower and Senior Lender have apreed that the Senior
Note, the Senior Loan Agreement and all other documents and instruments executed and
delivered by in connection with the Senior Loan shall be amended pursuant to the terms and
conditions set forth in the Confirmmed Plan and that certain First Amendment to Loan Documents
dated of even date herewith {the "Amendment"). The Amendment shall become effective upon
execution and delivery of this Agreement by the parties hereto, and upon execution by Borrower
and delivery to Senior Lender of all documents and instruments as may be specifically set forth
in the Amendment and the Confirmed Plan. The Senicr Loan and anv extensions, amendments
or substitutions thereof being herein referred to as the "Sentor Loan.”

C. The obligations-of Borrower in connection with the Senior Loan are secured by
that certain Deed of Trust, Assignment of Leases and Rents, Security Agreement and Fixture
Filing, dated October 3, 2001, from Berrower, as Grantor, to Nevada Title Company, a Nevada
corporation, as Trustee, for the benefit of Senior Lender, as Beneficiary (said Deed of Trust and
any extensions, amendments, substitutions or consolidations thereof being referred to as the
"Senjor Deed of Trust"), encumbering the land located in Clark County, Nevada, legally
described in Exhibit A attached hereto (the "Property™), as well as other property, including, but
not limited to, all furniture, fixtures and equipment, whether now owned or hereafier acquired by
Borrower.. The Senior Deed of Trust was recorded in the office of the Clark County Recorder on
October 4, 2001 in Book 20011004 as Instrument Number: 01229, The Senior Loan Agreement,
Senior Note, Senior Deed of Trust, Amendment and any extensions, amendments or substitutions
thereof are heremnafter collectively referred to as the "Senior Loan Documents™)
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D. Pursuant to the Confirmed Plan, Subordinate Creditor is the holder of the Class 7
Subordinated Note, as such term is defined in the Plan, and is authorized to accept payments
from Borrower under the Confirmed Plan of an aggregate sum not to exceed $1,250,000.00, with
such payments to be made pursuant to the terms of the Confirmed Plan (the "Subordinate
Creditor’s Claim”). Subordinate Creditor acknowledges that he is the lawfu! owner of all right,
title and intersst in, to and under the Subordinate Creditor’s Claim, that such c¢laim 15 in an
amount of not more than $1,250,000.00, and that Subordinate Creditor has actually advanced
$1,250,000.00 to Bomrower’s account for use by Borrower in connection with the business
operations of Borrower at the Property.

E. The Subordinate Creditor’s Claim shall be secured by a third priority deed of trus:
from Borrower, as Grantor, in favor of . as Trustee, for the benefit
of the Subordinate Creditor, as beneficiary (the "Subordinate DIP Deed of Trust"), encumbering
Property. As a condition to entering into the-Amendment, Senior Lender has required that this
Subordination Agreement be executed and delivered by the Subordinate Creditor, whose
authority for executing the referenced documents arises from Borrower’s Confirmed Plan, and
consented to by Borrower and the Bankruptcy Court pursuant to the Confirmed Plan.

NOW, THEREFORE, m consideration of the mutual covenants and agreements herein
contained, the parties hereto agree as follows:

1. The Subordinate Creditor’s Claim, the Subordinate DIP Deed of Trust and any
other document evidencing, securing or guaranteeing or otherwise executed in connection with
the Subordinate Creditor’s Claim (collectnively, together with any extensions, refinancings,
modifications, substitutions or consolidations thereof, being hereinafier collectively referred to as
the "Subordinate Creditor’s Claim Deocuments") and all advances made thereunder, are hereby,
and shall continue to be, subject and subordinate to the lien of the Senior Loan, the Senior Loan
Agreement, the Senior Note, the Sznior Deed of Trust, the Amendment, and any other document
evidencing, securing or guaranteeing the Senior Loan or otherwise executed in connection with
the Senior Loan (collectively, together with any amendments, extensions, refinancings,
modifications, substitutions or consolidations thereof, being hereinafier collectively referred to as
the "Senior Loan Documents") and all advances made thereunder without regard to the
application of such advances, together with all interest, prepayment premiums and all other sums
due under the Senior Loan Documents.

2. In additien, without limiting the foregoing, Subordiraie Creditor agrees that ail
rights of Subordinate Creditor under the Subordinate Creditor’s Claim Documents in and to the
Property and the proceeds thereof (including assignments of leases and rents, issues and profits
and the rights with respect to insurance proceeds and condemnation awards) shall be expressly
subject and subordinate:

{a) to the rights of Senior Lender in and to the Property and the proceeds
thereof {including assignments of leases and rents, issues and profits and rights with
respect to insurance proceeds and condemnation awards) on the terms set forth in the
Senior Deed of Trust and the other Senior Loan Documents; and
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b to any and all advances made and other expenses incurred under, and as
permitted in, the Senior Deed of Trust and the other Senior Loan Documents.

3. Subordinate Creditor hereby agrees that, except as provided in Section 4 below,
so long as any sum shall remain outstanding under the Senior Loan Documents:

{a) Subordinate Creditor shall simultaneously send to Senior Lender due
notice of all defaults for which Subordinate Creditor intends to pursue remedies under the
Subordinate Creditor’s Claim Documents, as well as copies of all notices required to be
delivered to Borrower under the Subordinate Creditor’s Claim Documents. Notice under
the Subordinate Creditor’s Claim Documents shall not be deemed effective untl such
notice has been received by Sentor Lender. Senior Lender shall have the right, but shall
not have any obligation whatsoever, to cure any such defanlt within thirty (30} days after
the expiration of the applicable grace period permitted to Borrower under the Subordinate
Creditor’s Claim Documents;

(b) Subordinate Creditor shall not, without the prior written consent of Senior
Lender, take any Enforcement Action (hereinafter defined). For the purposes of this
Agreement, the term "Enforcement Action” shall mean with respect to the Subordinate
Creditor’s Claim Documents, the acceleration of all or any part of the indebtedness
evidenced by the Subordinate Creditor’s Claim Documents, the obtaining of a receiver,
the seeking of default-interest, the taking of possession or control of the Property, the
commencement of suit on any other obligation contained in the Subordinate Creditor’s
Claim Documents, the exercising of ~any rights of set-off or recoupment, the
commencement of any bankruptcy, reorganization or insolvency proceedings against
Borrower under any federal or state law, or the taking of anv otherenforcement action of
any kind against the Property;

(c) In the event (1) Subocrdinate Creditor receives any payment contrary to the
terms of the Subordinate Creditor’s Claim Documents, or {1t) Borrower is in defaujt
under the Senier Loan Docurnents. and there are any paviments by or on behalf of
Bomrower, orof ali er any part of the Property, assets or business of Borrower or the
proceeds thereof, in whatever form, to any creditor or creditors of Borrower or {o any
holder of indebtedness of Borrower, then, and in any such event, any payment or
distmbution of any kind or character, whetherin cash, property or securties which shall
be payable or deliverable with respect to-any or all of the Subordinate Creditor’s Claim
shall be paid forthwith or delivered directly to Senior Lender for application to the
payment of the Senior Loan to the extent necessary 10 make payment in full of all surns
due under the Senior Loan remaining unpaid after giving effect to any concurrent
pavment or distribution to Senior Lender. In any such event, Senlor Lender may, but
shall not be obligated to, demand, claim and collect any such payment or distribution that
would, but for these subordination provisions, be pavable or deliverable with respect to
the Suberdinate Creditor’s Claim;

(d) No Enforcement Action or any other action be taken that would terminate
any leases or other rights held by or granted to or by third parties with respect to the
Property other than in accordance with the Sentor Deed of Trust;
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(e) (1) If, after the consent required under paragraph 3(b) above has been
obtained, any action or proceeding shall be brought to commence an Enforcement Action,
no portion of the rents, issues and profits of the Property shall be collected except through
a receiver appointed by the court in which such action or proceeding is brought, after due
notice of the application for the appointment of such receiver shall have been given to
Senior Lender and the rents, issues and profits so collected by such receiver shall be
applied first to the payment of maintenance of and taxes and insurance on the Property,
and then to the payment of principal and interest due and owing under the Senior Loan
Documents prior to the paymeny, if any, of any principal or interest due and owing on the
Subordinate Creditor’s Claim Documents; (ii) if during the pendency of any such action
or proceedings, an action or proceeding shall be brought by Senior Lender for the
foreclosure of the Senior Deed of Trust and an application is made by Senior Lender for
an extension of such receivership for the benefit of Senior Lender, all such rents, issues
and profits held by such receiver as of the date of such application shall be applied by the
receiver solety for the benefit of Senior Lender, and Subordinate Creditor shall not be
entitied to any portion thereof until all sums due and owing pursuant o the Senior Loan
Documents have been paid in full and applied as aforesaid; and (iii) notice of the
commencement of any action or proceeding by Subordinate Creditor shall be given to
Senior Lender and true copies of all notices thereof and papers served or entered in such
action shall be delivered to Senior Lender;

() Subordinate Creditor shall not, without the prior written consent of Senior
Lender, modifv or amend any of the terms or provisions of the Subordinate DIP Deed of
Trust or other Subordinate Creditor’s Claim Documents, if such modification or
amendment would (1) increase the then outstanding amount of the Subordinate Creditor’s
Claim, (2) increase the amount of the scheduled payvments on the Subordinate Creditor’s
Claim, (3) reduce the term of the Subordinate Creditor’s Claim, or (4) otherwise
materially increase the obligations of Borrower under the Subordinate Creditor’s Claim
Documents;

(g) After request by Senior Lender, Subordinate Creditor shall within ten (10)
days-fumish Senior Lender with a statement, duly acknowledged and certified setting
forth the amount of the then outstanding Subordinate Creditor’s Claim and any other
sums due and owing thereunder, and whether any default exists under the Subordinate
Creditor’s Claim Documents;

(h)  To the extent any pavment under the Senior Loan Documents (whether by
or on behalf of Borrower, as proceeds of secunity or enforcement of any right of set-off or
otherwise)} 1s for any reason repaid or retummed to Borrower or its insolvent cstate, or
avoided, set aside or required to be paid to Borrower, a trustee, receiver or other similar
party under any bankruptcy, insolvency, receivership or similar law, then the Senior Loan
or part thereof originally intended to be satisfied shall be deemed to be reinstated and
outstanding to-the extent of any repayment, return, or other action as if such payment had
not occurred; and

(1) To the extent any pavimnent under the Subordinate Creditor’s Claim
Documents {whether by or on behalf of Borrower, as proceeds of security or enforcement
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of any right of set-off or otherwise) is for any reason repaid or retumed to Borrower or its
insolvent estate, or avoided, set aside or required to be paid to Borrower, a trustee,
receiver or other similar party under any bankruptcy, insolvency, receivership or similar
law, then the Senior Lender shall have no objection to the reinstatement of any such
amount to the Subordinate Creditor’s Claim.

4. Notwithstanding the provisions of Paragraph 3 of this Agreement, until Senior
Lender gives Subordinate Creditor written notice (in the manner set forth below) of the
occurrence of a default by Borrower under the Senior Loan Documents, and provided that

(a) there shall not then exist any breach of this Agreement by Subordinate
Creditor that has not been waived, in writing, by Senior Lender,

(b) at the ume of the paymenr described below ne default by Borrower exists
and 1s continuing under the Senior Loan Documenits,

(c) the payment described below, if made, would not give rise to the
occurrence of any default by Berrower under the Senior Loan Documents, and

(d) none of the events described in Paragraph 3(c){(iv) has occurred,

Borrower may pay to Subordinate Creditor, and Subordinate Creditor may accept from Borrower
payments when due on the Subordinate Creditor’s Claim as set forth in the Plan.

5. Sentor Lender hereby consents to the Subordinate Creditor’s Claim subject to the
terms of this Agreement. This consent is limited to the Subordinate Creditor’s Claim described
above and shall not be deemed to (a) be a consent to any future encumbrances or to any
modification not permitted in Paragraph 3(f), or any renewal. exiension or increase, of the
Subordinate Creditor’s Claim Documents, (b} be a waiver of any provision limiting or
prohibiting further encumbrances contained in the Senior Deed of Trust, (c) be a consent to or
waiver of any other term or condition of the Senior Deed of Trust or other Senior Loan
Decuments, or (d) prejudice any right or rights which Senior Lender may now or in the future
have under or in connection with the Senior Deed of Trust or other Senior Loan Documents.

6. Senior Lender further agrees as follows:

(a) Senior Lender will simultaneously send to Subordinate Creditor a copv of
any notice sent by Senior Lender to Borrower of any default for which Senior Lender
intends to pursue its remedies under the Senior Loan Documents, provided that any
failure by Senior Lender to provide such notice shall not effect the subordination and
standstiil obligations of Subordinate Creditor hereunder, which shall remain in full force
and effect notwithstanding any such failure te provide any such notice.

(b) After request by Subordinate Creditor or his assignee, if any, Senior
Lender shall within thirty (30) days furnish Subordinate Creditor with a statement, duly
acknowledged and certified, setting forth the original principal amount of the Sentor
Note, the unpaid principal balance, all accrued but unpaid interest and any other sums due
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and owing thereunder, the rate of interest, the monthly payments and whether any default
exists under the Senior Loan Documents.

7. Senior Lender and Subordinate Creditor shall cooperate fully with each other in
order to promptly and fully carry out the terms and provisions of this Agreement. Each party
hereto shall from time to time execute and deliver such other agreements, documents or
instruments and take such other actions as may be reasonably necessary or desirable to effectuate
the terms of this Agreement.

8. No fatlure or delay on the part of any party in exercising-any right, power or
remedy hereunder shall operate as a waiver thereof, nor shall any single or partial exercise of any
such right, power or remedy preclude any other or further exercise thereof or the exercise of any
other nght, power or remedy hereunder.

9. Each party hereto acknowledges that to the extent that no adequate remedy at law
cxists for breach of its obligations under this Agreement, in the event either party fails to comply
with its obligations hereunder, the other party shall have the right to obtain specific performance
of the obligaticns of such defauliting party, injunctive relief or such other equitable relief as may
be available.

10. Any notice or other communication to any party in comnection with this
Agreement shail be in writing and shall be sent by manual delivery, telegram, telex, facsimile
transmission, overnight courier or United States mail {postage prepaid) addressed, at the address
specified below the signatures below, or at such other address as such party shall have specified
to the other party hereto in writing. All periods of notice shall be measured from the date of
dehvery thereof if manuaily delivered, from the date of sending thereof if'sent by telegram, telex
or facsimile transmission, from the first business day afier the date of sending if sent by
overnight courter, or from four days afier the date of mailing if mailed. Either party may change
its address for notices by a notice given not less than five (5) business days prior to the effective
date of the change,

11. In the event of any conflict between the provisions of this Agresment and the
provisions of the Suberdinate Creditor’s Claim Documents the provisions of this A greement
shall prevail.

12. No person, including, without limitation, Borrower, other than the parties hereto
and their successors and assigns as hoiders of the Senior Loan Documents and the Subordinate
Creditor’s Claim Documents shall have any rights under this Agreement.

13. This Agreement may be executed in two or more counterparts each of which shall
be deemed an original but all of which together shall constitute one and the same instrument.

14. Ne amendment, supplement, modification, waiver or termination of this
Agreement shall be effective against a party against whom the enforcement of such amendment,
supplement, modification, waiver or termination would be asserted, unless such amendment,
supplement, modification, waiver or termination was made in writing signed by such party.
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15. In case any one or more of the provisions contained in this Agreement, or any
apphication thereof, shall be invalid, illegat or unenforceable in any respect, the validity, legality
and enforceability of the remaining provisions contained herem, and any other application
thereof, shall not in any way be affected or impaired thereby.

16. This Agreement shall be construed in accordance with and governed by the laws
of the State of Nevada.

17. This Agreement shall bind and inure to the benefit of Senior Lender and
Subordinate Creditor and their respective successors, permitted transferees and assigns,

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, the parties have duly executed this Agreement as of the day
and year first above written.
SENIOR LENDER:
FIRST NATIONAL BANK
By

] Joseph E. Grandgeorge
[ts: President

Address:

109 North St. Paul Avenue

Fulda, Minnesota 56131
Attention: Joseph E. Grandgeorge
Fax No. 507-425-2579

SUBORDINATE CREDITOR

By

Douglas C. Clemetson

Address:
714 Champagne Road
Incline Village, Nevada 89024

[SIGNATURE PAGE TO SUBORDINATION AND STANDSTILL AGREEMENT]
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STATE OF MINNESOTA )
‘ ) ss.
COUNTY OF MURRAY )

The foregoing instrument was acknowledged before me this ___ day of July, 2003, by

Joseph E. Grandgeorge, the President of First National Bank, a national bank, on behalf of the
bank.

STATE OF NEVADA )
} ss.
COUNTY OF CLARK )

The foregoing instrument was acknowledged before me this 15th day of July, 2003, by
Douglas C. Clemetson, the holder of the Class 7 Subordinated Note unider the Confirmed Plan.

This instrument was drafted by:

Hinshaw & Culbertson
222 South Ninth Street, Suite 3100
Minneapolis, MN 55402

[ACKNOWLEDGMENT PAGE TO
SUBORDINATION AND STANDSTILL AGREEMENT]
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CONSENT OF PARADISE CANYON, LLC

Paradise Canyon, LLC, a reorganized debtor under Chapter 11 of the United States
Bankruptcy Code, hereby consents to all of the terms of the foregoing Subordination and
Standstill Agreement.

PARADISE CANYON, LLC
By

) Cory D. Clemetson
Its: Manager

By
Chadley J. Clemetson
Its: Manager

STATE OF NEVADA )
) ss.
COUNTY OF CLARK )

The foregoing instrument was acknowledged bafore me this 15th day of July, 2003, bv
Cory D. Clemetson, the Manager of Paradise Canyon, L.LC; a Nevada limited liability company,
on behalf of the company.

Notary Public

STATE OF NEVADA )
) ss.
COUNTY OF CLARK )

The foregoing instrument was acknowledged before me this 15th day of July, 2003, by
Chadiey J. Clemetson, the Manager of Paradise Canvon, LLC, a Nevada limited lability
company, on behalf of the company.

Notary Public
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