Ve

F
A, U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT B. TYPE OF LOAN
SETTLEMENT STATEMENT 1. OJ FHA 2.00 FMHA 3.L1CONV. UNINS.
Security Title Insurance Agency of Utah, Inc. 4. I vA 5.7 CONV. INS.
376 East 400 South 6. ESCROW FILE NUMBER: 7. LOAN NUMBER;
Suite 304 ' 00076852-001 MJ
(Ssaolt1 )ngggg,sw 84111 R MORTGAGF INSHRANCF CASF NUMRFR:-
FINAL )

C. NQTE; This form is furnished fo give you a statement of actual selflenent costs. Amounts paid to and by the settlement agent are shown.
ftems marked "(P.O.C.)" were paid oulside the closing; they are shown here for informational purpases and are not included In the totals.

D. NAME OF BORROWER: CASTLE ARCH REAL ESTATE INVESTMENT COMPANY INC,

ADDRESS OF BORROWER: 9595 WILSHIRE BOULEVARD #1000
BEVERLY HILLS, CA 90212
E. NAME OF SELLER: HIGHWAY ONE GROUP INC.

ADDRESS OF SELLER: 175 WEST 200 SOUTH, #2011
SALT LAKE CITY, UT 84101

F. NAME OF LENDER:

ADDRESS OF LENDER:
G. PROPERTY LOCATION: 03-024-0-0003
TOOELE COUNTY, UT 84074
TOOELE County 03-024-0-0003
Section 15, Township 38, Range 4W
H. SETTLEMENT AGENT: Security Title Insurance Agency of Utah, inc.
PLACE OF SETTLEMENT: 376 East 400 South, Suite 304, Sait Lake City, UT 84111
\. SETTLEMENT DATE; 9/14/2005 PRORATION DATE: 10/14/2005

K, SUMMARY OF SELLER'S TRANSACTION

101. Contract Sales Price 2,050,380.00 | 401, Contract Sales Price 2,050,380.00
102. Perscnal Property 402, Personal Property
103. Settlement charges to Borrower {line 1400) 2,427,00 | 403,
104, 404,
105. 405,
ADJUSTMENTS FOR ITEMS PAID BY SELLER IN ADVANCE: ADJUSTMENTS FOR [TEMS PAID BY SELLER IN ADVANCGE;
106. Citv/Town Taxes 406, City/Town Taxes
107. County Taxes 10/14/05 to  12/31/05 1.18 | 407. County Taxes 10/14/05 to  12/31/05 1.18
108. Assessments 408, Assessments J
109. 409,
110. 410.
111. ' 411,
112. 412,
113. 413.
414,
415,

2,052,808,18 | 420. GROSS AMOUNT DUE TO SELLER: 2,050,381.18

el s TR

£l

if} % X ref favat i s It
201. Depasit or earnest money 20,000.00 | 501. Excess deposit (see instructions) 50,000.00
202. Principal amount of new joan(s) - 502. Seitlement charges o Seller (line 1400) 107,032.00
203. Existing loan{(s) taken subject to A03. Existing loan(s) taken subject to
204. ADDITIONAL DEPOSIT 30,000.00 | 5n4. Payoff of first mortgage loan 745,060.90
205. 605. Payoff of second mortgage loan
206, A0A. RICK SKANDALARIS 229,657.60
207. ADDITIONAL DEPOSIT RECEIVED FILE 150,000.00 | 507. ADDITIONAL DEPOSIT RECEIVED FILE 7€ 150,000.00
208. 508,
208. 504.

ADJUSTMENTS FOR [TEMS UNPAID BY SELLER: ADJUSTMENTS FOR ITEMS UNPAID BY SELLER:

210 City/Town Taxes £10. City/Town Taxes
211 County Taxes 511. County Taxes
212 Assessments f12. Assessments
213 513.
214 514,
215 815,
216 516.
217 817
218 . 518,
219 519.

220. TOTAL PAID BY/FOR BORROWER:
ot

520. TOTAL REDUCTIONS IN AMOUNT DUE SELLER: 1,281,750.5

il kit it
2,052,808.18 | 601. Gross amount due to Seller (line 420) 2,050,381.18
302. Less amount paid by/for Borrower ( line 220) 200,000.00 | B02. Less reduction in amount due Seller (line 520) 1,281,750.50

ana.casH ( Mrrom) ( O TO ) BORROWER: 1,852,808.18 | 603. CASH ( JFROM) ( B TO ) SELLER: 768,630.68

301. Gross amount due from Borrower { line 120}




BASED ON PRICES

2,050,380.00 @

5.000%= $102,519.00

DIVISION OF COMMISSION (LINE 700) AS FOLL.OWS; Biﬁﬁg\g’f‘?’s ggﬁgé?ﬁ_
701. & . CB RICHARD ELLIS
702. & 102.518.00 :: SETTLEMENT SETTLEMENT
703. Commission paid at settlement 102,519.00

i i !
._Loan Origlnation Fee

I

._Loan Discount Fee

._Appraisal Fee to:

._Credit Report to:

-_Lenders Inspection Fee

._Mortgage Insurance Application Fee to:

._Assumption Fee

SR T

T

302. Mortgage Insurance Premium for Month(s) to
303. Hazard Insurance Premium for Years(s) to
04,
205,

{HBATERE A
1001. Hazard Insurance months @ $ per month
1002. Mortaage Insurance months @ § per month
1003, City Property Taxes months @ § per month
1004, County Property Taxes months @ § 0.36 per month
1005. Annual Assessments months @ $ per month
10086. months @ $ per month
1007. months @ $ per month
1008. Agareqate Acct, Adi. months @ $ per month

1101, Settlement or ¢

losing fee

to Security Title Insurance Agency of Utah v

Tl

R

125,00

1102. Abstract or title search

1103. Title examination

1104. Title insurance binder

1105. Doctument preparation

ta Securlty Title insurance Agency of Utah

50.00

50.00

1108, Notary fees

1107. Attorney's Fees

{Includes above items humbers:

1108. Title Insurance

ta Security Title Insurance Agency of Utah

4,208.00

{includes above Items numbers:

1108. Lenders coverage:

1110. Owner's coverage

2,050,380.00

1111. REDRAW FEE

fo Security Title Insurance Agency of Utah

1112. WIRE FEE

ta Security Title Insurance Agency of Utah

1113. COURIER FEE

ERER

1201, Recording Fees: Deed $

UL
Release §

i AT

40.00

1202. City/County tax/stamps

Mortgage $

1203. State tax/stamps

Mortgage $

1204,

1208,

AU AR NS R

1301, Survey

1302. Pest Inspection

1303. ADDITIONAL END FOR FILE 7itoSecurity Title Insurance Agency of Uta 700.00

1304. END 110.1,100.29,103.7,116.4 to Security Title Insurance Agency of Uta 1,362.00

13DA. :

13086.

1307. **Ses attached for breakdown

1400. TOTAL SETTLEMENT CHARGES (Enter on line 103,Section J - and - line 502, Section K) 2,427.00 107,032.00

have carefully reviewed the HUD-1 Settlement Statement and to the best of my knowledge and belief, it is a true and accurate statement of all receipts and
Jisbursements made on my account or by me in this transaction. ! further certify that ] have recelved a copy of the HUD-1 Settlement Statement.

ROBERT D. GERINGER, PRESIDENT

QUINN LEROY DUNN, OFFICER

SASTLE ARCH REAL ESTATE INVESTMENT COMPANY, |

HIGHWAY ONE GROUP INC.

Borrowers

Sellers

The HUD-1 Setllement Statement which | have prepared Is a true and accurate account of this transaction. | have caused or will cause the funds 1o be
{isbursed in accordance with this statement,

Security Title Insurance Agency of Utah, Inc.

Settlement Agent

Date

NARNING: ltis a crime to knowingly make false statements to the United States on this or any simltar form. Penalties upon convlction ¢an include a fine
ind Imprisonment. For details see: Title 18 U.S. Code Section 1001 and Section 1610.
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Enyer agresd to puchase fiom Sefler, the Propesty (as described n the Porchass
Aggeenem(@))

B. | 1I1usl?s=n!==hyﬂii:!ﬁht!=m==niini:zemsuxmarazEie:nuzhurIESie;]EsxnaavvIﬁﬁ:nnbmns‘1!&!51
and 76852. A o
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defined herein. : .
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and funding of fhe salo ¥ Ottober 14, 2005, the Buyer shell pay $30,000.00 fmmediately
o e Seller wpon extension of e deak of iow, Siroush esetow “The Rxtansinn
P . Racrow shall, without firither Zastenoting from the By sod Seller, zeloase
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Property, at the close of cgcrow,

ove et 2 ey, ped amy
to form a zingle original doovment.

Oue Group, Inc.
Taicd: September_! 2, 2005 Eﬁ;léva 3 >
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THIRD AMENDMENT
TO PURCHASE AGREEMENT AND ESCROW INSTRUCTIONS

This THIRD AMENDMENT TO PURCHASE AGREEMENT AND ESCROW
INSTRUCTIONS (“Amendment’) is made and entered into as of October 14, 2005, by and
between Highway One (“Seller”), and Castle Arch Real Estate Investment Company., a
California corporation, or its assignee (“Buyer”), with respect to the following.

RECITALS

A Buyer and Seller entered into that certain Purchase Agreement and Escrow
Instructions dated on or about May 5, 2005 (the "Purchase Agreement")
amended on July 25, 2005 and further amended on September 1, 2005, whereby
Seller agreed to sell to Buyer, and Buyer agreed to purchase from Seller, the
Property (as described in the Purchase Agreement).

B. The Property referenced is in escrow at Security Title, Escrow Number 76851,
commonly known as the “Shields Property”.

C. Buyer has previously purchased an extension to the close of escrow from
September 1, 2005 until October 14, 2005.

D. Buyer requires an additional extension to the close of escrow until October 21,
2005, due to lack of current funds by the Buyer. Buyer agrees to complete the
acquisition by 3:00 pm on Friday, October 21, 2005. Seller agrees to this final
one week extension, with no additional charge beyond the agreements in the pnor
amendments.

E. Based thereon, the parties hereby modify and/or clarify the terms and conditions
of the Purchase Agreement.

NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, Seller and Buyer hereby agree as follows:

AGREEMENT

NOW THEREFORE, for mutual consideration, the 'feceipt and adequacy of which is
hereby acknowledged, Buyer and Seller hereby amend the Purchase Agreement as follows:

1. Capitalized Terms. All capitalized terms herein shall have the same meanings
ascribed to them in the Purchase Agreement, except as otherwise specifically modified or
defined herein.

2. Amendment. The following terms and provisions of the Purchase Agreement are
modified, revised and/or supplemented as follows:

{09000.SDA /00243939.DOC.5}

MMB: 7404-107:456950:3




“Seller shall extend the close of escrow until October 21, 2005 and Buyer shall fully fund
and close escrow on or before October 21, 2005 at 3:00 pm Mountain time.”

3. Counterparts. This Amendment may be executed in any number of counterparts
and each counterpart shall be deemed to be an original document. Delivery of the executed
Amendment may be accomplished by facsimile transmission and, if so, the facsimile copy shall
be deemed an executed original counterpart of this Amendment. All executed counterparts
together shall constitute one and the same document, and any signature pages, including facsimile
copies thereof, may be assembled to form a single original document.

IN WITNESS WHEREOF, Buyer and Seller have executed this Amendment as of the

date first above written.

Dated: October 14, 2005

I/—\‘ ’
N

Dated: October 14, 2005

{09000.SDA / 00243939.D0OC. 5}

BUYER:

Castle Arch Real Estate Investment
Company,
a California corporation

By e/
Name: ROBE _
Its: PRESIENT

SELLER:
Highway One Group, Inc.
By:

Name:
Its:
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EFFECTIVE DATE: Mavy 5, 2005”
PARTIES: Buyer: Casfle Arch Real Est ng )\}0 20852
Seller: Highway 1 Group, e
Escrow Holder: Segurity Tii
This Purchase Agreement and Escrow, Instructions (*Agresment™) is miade -and-entersd

»

9

itfito by and between the above-named parties - effestive as of the date- set forth above. (the:
“Bffsctive Date™. For the sske of convenience, S¢ller is hereinafter referred to as “Seller”, and
Buyer is hereinafter referred to-as “Buyer”.

RECITALS:
A. ie‘ﬂer hes entered into a Purchase Agreement and Escrow Instructions dated
ﬁl“ﬁi o (the “Prior Agresment”), witt: Wenidell Jones. Trustee (the “Prior Cwners”),

the dwnee(s) of certain real property in.the Tootle County; Utahi, consisting of approximately
75.94 scres of unimproved property located on the Nottheast.Corner 6f Pine Canyon Road and
Droubay Road, Assessor’s Parcel Number:- 03-024-0-0003 -thereinafter catled the “Property”).
Under the Prior Agreement, Seller has the right, subjest to conditions, to ‘purchase and Become
the fee tifle owhér of the Property.

Bi.Seller and Buyer mutisaily desire that Buyer. bave the right and obligation to purchase the.
Property osi the terms and-tonditions set forth Yiereir.

AGREEMENT:

In consideration of the foregoing recitals and the.muinat promises ‘comtained ‘herein, the.
paities iereby agree, and Escrow holder is hereby instricted, gs follows:

1. THE PROPERTY: Secller now ownsthat certaint real prapertylocated inthe County of
Tooele, Utah, described in Recital A above (the “Property”). TheProperty specifically includes
all improvements now located thereon, toggther with afy inferest in weter rights that Seiler may

have with respect fo-the Property and all easernents and appurtenances thereto.

The Property also incliudes any right to receive compsnsaticn or benefit, including

refunds and credits, for right of way that is

sold, taken:or dongted, whether such sale, taking or

domiition Godurs before or afier close of escrow; and- all such compensation or benefit shall
belong to Buyer whether the said sale, taking, or dongtion occurs-before or affer close of escrow,

If such sale, taking or donation ocours biefore close. of escrow,

thighs Buyer shall not actually
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receive such benefit imless and uritil Buyer closes escrow on the portion of thie Property.to which
such sale, taking or donationpertains. Neither Buyer nor Seller shall negotiate or-arrarige for any
such sale, taking or donation without the ather Party’s-prior written consent.

3, PURCHASE. Pursuant to the terms set: forth in this Agreement, Seller agrees to sell the
Property to Buyer and Buyer agrees to purchase the Property from Seller.

3, PURCHASE PRICE/DEPOSIT ¥MENT.

3.1 Purcliase Price. The Putchase Price:of Two: Million Two Hundred aud Seventy Eight
Thousand Two Hundred Dollars {$2,2:78,200,00) or $30,000.00 per acre. The Purchase Price
shall be based on gross acreage (not developable property); provided, however, that the Purchase
Price shall not bé payable with respect to any portion of the Property already dedicated for road
easements, if any.

The Purchase Price shall be fixed upon a boundary survey of the Property. Setler has
reoeived a recent survey from a licensed surveyor which will be utilized by the Buyer as the
fixed boundaries of this Propeity. ‘To the Best of Seller’s knowledge that ho changes to the
boundaries of the Propeity have occurred since said survey.

12 Deposit. Immediately upon execution of this Agreement by both Buyer and Seller,
within three (3) business days, “Buyer” ghall deposit Twenty Thousand Bollars and Nof100
Dollars ($20,000.00) {the “Deposit”} with Esorow holder. Prior to expiration of the “Feasibility
Period” described below in Section 6.3 of thiis. Agresment, if Buyer is not satisfied that the
Property is suitsble for Buyer's purposes, then Buyer shall give wiitien notice thereof after
which the Deposit shiall be refunded to Biryer, this Agreement shall be canceled, and the parties
shail have no firther obligation to each other unless otherwise provided in this Agreement,

Upon completion of the Feasibilily Period to Buyer's satisfaction, Buyer shiall deposit an
additional Thirty Thousand Dellars ($30,000,00) which, when added to the Deposit, shall
thereafter referred to as the Deposit and which shall becoms non-refundable and released
through escrow to the Seller immediately upon expiration of the Feasibility Period. IfBuyer

@013

thereafter- fails o close escrow due to. Buyer’s-default, then the Deposit shall be retained by

Seller as liquidated damages, as provided in Section 16 of this Agreeanent.

33 Payment at Clasing. At Close of Escrow, the Deposit shall be crediied to Buyer and
paid to Seller, and the balance of the Purchase Price shall be paid to Seller fhirough escrow in
cash, '

3.4 Fax Exchange. Buyer shall cooperate, &t no expense to Buyer, with. Seller in effecting the
sale of the Real Property as part of an JR5 1031 exchange, but any such exchange shall not delay
the Closing Date.

4. CONDITION OF TITLE. Buyer has requested that Security Titls Company (hereinafier
referred to as “Escrow Holdet™) prepare a Preliminaty- Report for the Property, Copies of any
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Yiens and ofhier matters referenced in such Preliminary Report shall be furrished to the parties
upon request to Escrow Holder.

Buyer shall have thirty (30) days from receipt of ‘Preliminary Report in which to:
disapprove of any exceptions desctibed in the Preliminery. Report. Any such- disapproval must
be in writing, and must be delivered to both Seller and Bscrow Holder, All matters not 5o
disapproved in writing: within said 30-day- period shall be deemed fo have been approved by
Buyer.

... Upon receiptofsuch written disapproval, S eller shall have fifteen (15) deysto notify
Buyer whether or not seller intends to remove thic disapproved exceptions from title 1o the
Property prior to Close.o f Escrow. Lf Seller: indicates. that it does nof initend to remove such
exceptions, then within fifteen (15) days thereafier; Buyer may, at thie sole optiess of Buyer, clect
gither (a) to accept title subject thereto, in which ¢ase such exceptions shall no. longer be deemed
disapproved exceptions, or (b) to terminate this. Agresment without any further liability
whatsoever by Seller to Buyer. ’

Az the close of escrow, title to the Property. shall be subjest to no. mionietary liens except.
for the lien of real property taxes dnd assessinenta not. yet due and payable. In addition, titleto
the Property shall be subject o all ofher matters disclosed in the Preliminary Report (except for
monetary liens as desoribed in the proceding senterice) not disapproved by Buyer as described in
the preceding paragraph, The foregoing matters are referred to as the “Permitted Exceptions.”

At the close of esorow, Escrow Holder shall issys o Standard Owner's Policy of Title
Insurance, insuring the interests of Buyer, and showing title to the Property vested in Buyer and
in the condition oftitleas described in this Seétion. The total liability of the policy of title
insurance shall be in the amount of the Furchase: Price for the Property. The close of escrow.and
the obligations of the parties hereunder are conditioned upon Escrow Holder’s ability to issie
such policy of titls insurance.

5, CONDITION OF PROPERTY,

5.1 Buyer's Investigdtion. Buyeris.an experienced developer. Prior to Closeof Escrow
Buyer shall have inspected the P roperty, and shall have formulated its own opinion as tothe
feasibility of developing thie Property, and in deciding whether or not to. purchase the Property.
Except as specifically set foith in this Agreement, Biyer is relying on its own investigation and
is niot relying on any representations and warranties of Seller.

. 5.2; Seller's Representations and Warranties. Notwithstanding the foregoing, -Scller
makes the following representations arid warranties to Buyer, As used in each of the following
representations and warranties, references to Seller’s “knowledge” refer to fhe-actual knowledge
qf? eller at the time this A greement is executed. 5 ellerrepresents and warrants to.Buyer as
follows:

$2.1 Health and Safety Disclosures. Seller dacs not have any knowledge of the
existence of any of the following: (i) any soil or-water contamination or poliution located: on-or

Soxdd
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originating at the Property, (ii) any ‘hazardous wastc. or substance stored, treated, released,
discharged or disposed of on, under or at the Property except for such substances as have been
used for farming operations conducted at the Property in accordance with all applicable statutes,
ordinances and regulations; (jily any underground storage tanks which exist on the Property; or
(iv) any waste dizposal at or on the Property whi¢h has ot been done in accordance with all
applicable statutes, ordinances and regulations.

Seller has received no. natice of any pending or tlireatened action or proceeding regarding such
environmental or health and safety statutes, ordinances ot repulations. Notwithstanding the
foregoing, Seller has disclosed 1o Buyer, anid Buyer is eware; that the Property has been used for
farining purposes, and that normal and. custorgaty farming practices in¢lude the application of
pesticides, herbicides, and fingicides, and other chemicals, soine of which mdy constitite
hazardous materials. e

599 No Violations. To the Best of Seller’s knowledge there is no violation of
any other statute, regulation, law or-ordinance applicabls to.the Property. Thereisno proceeding
pending regarding such statyte, reguiation, law or ordinance, or to Seller’s knowledge
threatened; and Seller has received nonotice thereof.

523 No Litigation. To the Best of Seller’s knowledge there is no lifigation,
medistion, arbitration, or other dispute resolution proceeding pending with respect to the
Property, of to Seller’s knowledge threatened; and.Seller has received no notice theresf.

524 Endangered Species. To fhie Best of Seller’s knowledge that there.are 6o
endangered, protected or listed species present or irfhabifing the Property, or amy other

environmentally sensitive issues relating to the developmerit of the Property.

52.5 Wetlands, Tathe Best of Sellér's knowledge that the Property does not
eoritain wetlands and isnot ina floodplain or in a wetlands area,

52.6 Authority of Seffer. Seller tépresents. that, provided Seller successiully
aoquires fee title ownership and possession of the Properfy pursyant to the Prior Agreeiment,
Seller will be, as of Close of Escrow, the sole owner of the Propesty and will have, as of Close of
Escrow, full and sole authority to grant rights dod inferests.to Buyer desciibed in this Agreement:
and to convey thic Property to Buyer, and that the signatures affixed to this document en behalf
of Seller are the only signatures required to:bind Seller to the provisions of ‘this Agreement.

5.2.7 Agriculmral Preserve Act. Scller tias mot entered into -any covenant,
casement, contrectug] testriction on or probibition against development, such as and including
bt not limited to any. agricultural preserve contraet, or environmental covenant or easerent,
with respect to the Property.

5.2.8 Seismic Zone: 'This propetty is not located in a known, active; seismic zone:

5.3 Inspection of Property. At all times during ﬂle'eﬁ‘c'ct_ of this Agreement, including
times prior to the Close. of Escrow, Buyer and Buyer’s agerits-and representatives shall have the

— :* L »‘-'... 015




05/10/05 10:22 FAX ' @016

»

right to enter onto the Property during normal business howrs for purposes of conducting such
engineering, soil, geological, and envivonmental inspection and-testing on the Property as may be
necessary or appropriate under-this Agreement, T addjtion, Buyer may. drill test wells on the
Property. Buyer shall properly plog and abandon: any dry test-holés in accordance with
applicable laws and regulations.

All such inspections, testing and drilling sl;fﬂl‘ be at Buyer's sole risk and expense, Buyer
shail coordinate all such activities with Seller, and.shall give not less than twenty-four (24)
hours’ prior notice to Seller of any such propo;e,d~activiticsﬁ

5.4 Payment of Inspection Costs.  Buyer shall promptty pay all costs, foeos and expenses
incurred as a result of or associated with any such inspection, testing and/or drilling activity
conducted on or abont the Property 25 p ermitted hereunder. B uyer shall indemnify atid hold
Seller harmless from and against any and all costs, damages, expense, claims or liability, kiss of
life and/or property damage which results from the. acts or omissions of Buycr or its agents,
representatives, and independent contractors in performing or preparing for any such inspection;,
testing and/or drilling activity en or about the Property.

55 No Liens Against Property. Buyer shall keep the Property free from any and all
mechanics, materialmen’s, design professionals: or similar Yens or ¢harges from mny such
inspection, testing and/or deilling activity.on or-about the Property. Buyer shall have the right to
contest the cotrectuess or validity of-any such lien, if not later than five () business days after
demand by Seller, Buyer procures and records a Lien Release Bond issued by a corporation
authiorizeéd to issue surety bands in Utah'in-an gmount. ggual to-ong and one-half*(14 ) times the
amoutit of claim of Hen. The bond shall meetthe requirements of Civil Code section 3143, .and
shall provide-for the payment of any sum that thie claimant may recover en the claim (together
with the costs:of suit if the claimant recovers in such action).

6. DEVELOPMENT ENTITLEMENTS

6.1 Processing by Buyer. At all times during the efféct of this Agreement, including
times prior.to the Clese. of Escrow, Buyer shall kave the right to process 41l applications, plas,
maps, agreements, documents and other instruments necessary. or appropriafe in order to abtain
the e ntiflements necessary to subdivide and develop fhe Property inaccordance with Buyer's.
plans for development of the Property to single family residential housing on the Property {the
“Development Plan™). Such applications and entitfements include, but arc not limited to,
rezoming epproval, Conditional Use Permit(s), General or Specific Plan Amendments, parcel
maps, parcel vhap waivers and arinéxation; provided that all such applications shail be made. and
pursted at Buyer's sole cost and expense.

6:2. -Seller’s Cooperation.. Seller shall cooperate with Buyer to-erible. Buyer to apply for
and obtain such entitlements as may be nécedsary for Buyer’s proposed single family residential
homes. In connection with the processing of such applications and entitlements, Seller shall
execute such leiters of agency ot other forms of suthorization reflecting Buyer’s authority fo
process the entitlements contemplated herein s reasonable may be. required by Buyer. In
addition, Seller shall, within three (3) business days after récéipt of Buyer’s wrilten reguest
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therefore, review, approve and execute 2l applications, plans, maps, agreements and documents
which are reasonably required for such development of the Property and which requite Seller’s
signature. Scler’s approval and signature shall notbe witliheld inreasonably.

6.3 Feasibility. Buyer shall bave until June 1, 2005 (the “Feasibility Period”) to conduct
such studies, investigations and analyses as Buyer deems appropriate o determine whether or not
‘the development of the Property, in accordance with the ‘provisions of this Agrecment, and in
accordamnce with Buyer’s Development Plan, is oris not feasible (the “Feasibility Study”).

Subject to the other provisions of this Agresment, Buyer shall have, the right to enter
upon the Preperty and perform tests. i conjunction with the Feastbility Study. In-connection
with the Feasibility Study, Buyer may retdin engineers, contractots, architects, accountants, soils,
environments], water and geological consultants, and any other advisors that Buyer inrits sole
discretion deems appropriate to determine if the Property is sujtatile for Buyer’s purposes.

-5 IE, by the end of the Feasibility Period, Buyer determines, in its sole opinion, that the

Ly

Propérty is not suitable-for Buyer’s purposes, then the Deposit shall be immediately refunded to
Buyer and the parties shall have no furilier liability to edch other, In the absence of any other
notice, Buyer’s failure to give the notice described in Section 3.2 above prior to.the expiration of
the Feasibility Period shall be-deemed timely notice of Buyer's determination that the Property-is
not shitable for Buyer’s purposes. : ,

6.4 Seller Information. To facilitate Buyer's. Feasibility Study, within five (5) days
following the Effective Date of this. Agreement, Seller shell .provide to Buyer any zoning
approvals, zoning information, planning' documents and tentative map(s) with conditions and-all
reports, studies and information that Seller holds with respeot 1o the Property; and Seller shall
instruct its engineers and consultants to-share with. Buyer such knowledge or information that -
they have developed with respect to the Property. : !

65 Indemnity. Buyer shall indemnify and Hiold Seller harmiess from. and against any

and ‘all costs, damages, expenses, claims or: liabilifies, and reasonable 2 ttomey fees in respect
- thereof which may occur or result directly or indirectly from any of Biiyer's acts or omissicns.
related to the application(s) for and approval(s) of any development entitlement of the Property
-or any other provision of this Seetion 6.

7. GRANT DEED. Prior to the slose of escrow, Seller shiall execnte, acknowledge, and
deliver to Bscrow Holder a good and sufficient Grant Deed conveying title to the Property in fee
simple absolute to Buyer, subjectto the Permitted ‘Bxceptions described in Section 4 above.

BROKER’S COMMISSION. Buyer gnd Seller each represent fo the other that other
than Rick Skandaleris(“Agent”) of CB Richard Ellis-(“Broker™}, 10. iver Park Place East. Suite
105, Fresno, California 93720 (“Broker™), tieithet has utilized the services of any outside broker,
agent, finder-or other party to whom a commission is payable. ‘Seller agrees to pay a commission
to Broker equal to five-percent (5.0%)-of the sales price:through sale procceds at close of escrow
(the “Commission™). B '
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Except as aforesaid, each party represents fo and for the benefit of the.other party that
such. party has not dealt with any real estate' broker, agent; finder, middlemen, or similar such
person in connection with the sale of the Praperty pursuant to this Agrecment, and that the close
of escrow hercunder will not cause any ‘cbligation to accrue for any broket’s commission or
finder’s fee, and each party shall indemnify, defend, and hold the.other party harmless from and
against-any such commission or claim'thereto.

9, PRORATIONS/COST OF SALEESCROW, Escrow Holder shall prorate current,
non-delinquent redl property taxes and assessuients onthe Property-as of the Close of Escrow.
No prorations shall be made for insurance premitums, Seller-shall pay all costs for {{) the policy
of title insurance, and (if) documentary transfer taxes. Buyer and Seller shall each pay one-half
of all other customary closing costs, including (i) recording charges; and (ii) Escrow Holder’s fee
for services rendered hereunder. o "

10. ESCROW HOLDER. The Escrow Holder herein referred to shall be Security Title
Company, Bscrow No. - (atin: Marta Johinson. Escrow. Offjcer). Edch party
hereto shall deposit in such éscrow, prior to the: date set for the'close of same, siich sums of
money and such docuthents as may be required to comply with the terms and conditions:hereof.

10.1 Degdline for Close of Escrow. The date for Close of Escrow shall be on er before
—Augusi--2005{the FPgadline Date™).
sels{gmlaer |, Zeoss (G &
10.2 Closing Procedures. ipon clase of escrow; Bscrow Holder shall:

a) Record the Grent Deed conveying fitle to the Property from Seller to Buyer,

and place the Documentary Transfer. Tax infonmation on the'back of the deed

"¢ or on a separdte, unrecorded documeit. so that the Purchese Price is net
disclosed:as a matter of public record;

b) Pay Seller the Purchase Price: for the Property, Iess charges and costs
attributable to Seller;

¢) Disburse, as necessary, aii funds for pro rations, costs of sale and escrow, and
tifle insurance;

d) Deliver the recorded Deed and Policy of Title Tnsurance (as described in
Section 4) to Buyer;

&) Deliver to Buyer and Seller, respectively, Escrow Holder’s siaternent and
other documexits appropriate for delivery out of escrow.

“ 11. 'CLOSE OF ESCROW. The term “Cloge of Escrow;” as that term 1 used in this
Agreement, shall mean the date igon which.sach Deed described in Section 7 i recorded.

12. EFFECTIVE DATE. The “Effictive Date” shall be thie:date of the last signature of
acceptance of this Agreement and/or Countter Offer by the Paxties hereto.
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13. TIME OF ESSENCE. Time is:0f the essence.of éach provision of this Agresment.

14. SUCCESSORS AND ASSIGNS. Buyer'may assign ity rights and ohligation to.a
partriership or other entity in which Buyer retains a substantial economic arid mendging interest.
Such assignment will notrelieve Buyer of Buyer's obligations under this Apreement.

15. 1 IQUIDATED:D AMAGES. AFTER EXPIRATION OF THE FEASIBILILTY
PERIOD WITHOUT BUYER'S ELECTION TO TERMINATE THIS AGREEMENT, IF
ESCROW FOR THE PURCHASE OF THE PROPERTY FAILS TO CLOSE HEREUNDER AS

A RESULT OF BUYER'S MATERIAL DEFAULT, THEN THE ENTIRE DEPOSIT

DESCRIBED IN SECTION 3 SHALL BE PAID TO- AND' RETAINED BY SELLER AS
LIQUIDATED DAMAGES, AND NOT A5 APENALTY.

THE PARTIES ACKNOWLEDGE THAT THE AMOUNT OF DAMAGES SUFFERED
BY SELLER IN THE EVENT OF BUYER'S MATERIAL DEFAULT OF IT QBLIGATION
TO PURCHASE THE PROPERTY WOULD BE DIFFICULT TO DETERMINE, AND
FURTHER AGRER THAT THE REASONABLE ESTIMATE OF SUCH. DAMAGES 18 THE
ENTIRE DEPOSIT WHICH:SHALL, IN THAT EVENT, BE PAID TO AND RETAINED BY

SELLER: AS LIGUIDATED DAMAGES II¥ COMPLETE SATISFACTION AND PAYMENT

OF ALL CLAIMS OF SELLER AGAINST BUYER ARISING FROM SUCH MATERIAL

. \

DEFAULT. THE PAYMENT OF SAID SUM SHALL BE SELLER'S. SOLE AND

EXCLUSIVE REMEDY IN THE EVENT OF BUYVER'S MATERIAL DEFAULT, TO THE

EXCLUSION OF ANY OTHER LEGAL OR EQUITABLE REMEDY, NCLUDING NOT
ONLY DAMAGES, BUT ALSO SPECTFIC PERFORMANCE OR INJUNCTIVE RELIEF.

(- il

BUYER'S INITIALS SELLER’S INITIALS

16. BUYER'S REMEDIES, In the-event ofa default-or breach of this Agreenest by
Seller, Buyer-shall be extitled to any rémedy available at Jaw or equity, including but'not limited
to suit-for specific performance and/or dameges ingluding consequential damages.

17. ATTORNEY’S FEES. Tn the avent that any party to this.Agreement. shall file suit.

‘based on this Agreement or take other legal astion for the énforcement or interpretation of any of
the provisions of this Agreement, inclading such suit or-action as may be necessary of germane
to tesolve or address any issues peculiar t6-federal bunkruptcy law, the non-prevailing paity or
parties.in sych sction shall, in 2ddifion to whatever judgment is rendered or award-us: granted-in

that action, pay all expenses and-costs ingyred by the prevailing pacty i connection with sugh-

action, includitig a-reasonabile amount for attorney’s:fees.

18. NOTICES. Anynofices to be given under fhis Agreement shall be in writing and
urilessiix fact otheérwisgreceived, shall be considered effectively given by mailing of the same by
United States first-class mail, postage propid-or by personal défivery thiereof. Nétices shall'be
addresses o the parties at the following addresses:

If to Seller: ‘Mr. Max Bacerra

ho19
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Pregident ‘

Highway Orie Group, Inc.-

5600 Califomia Avente, Suite 630
Bakersfield, Califomia 93309

- Ifto Buyer: Castle Arch Real Estate

Notices given by mail shall be deemed given-on that dgte of mailing and shell be deemed
effective two (2} days after the date of deposit.in the mail, for purposes of calculating the fime
within which the other party has to act in response to ‘such hotice. Notices given by personal
delivery shall be effective upon delivery.

19, CONSULTATION WITH COUNSE STRICT € ON. Th
parties have entered into this Agreement after having consuited their respective attorneys. with
regard to the effect hereof. No.party has relied on any inducements, promises or representations

made by any party or represéntative or any other persoh, except for those expressly and

specifically destribed herein.

The parties further acknowledge that all of the parties hiave participated in the preparation
of this Agreement, and the parties hereby agree that nopart of this Agreement or any.of its:terms
and conditions shall be construed for or against any party by virfue of the identity of any preparet
of this Agreement.

20. INTEGRATIOHMODIFICAT]DNS, This. Agreement sefs forth the entire:
agreement of the parties hereto with respect fo-the matters contained herein, Any and all prior
negotiations, representations, and agreements concerning the sarae, whether oral or written, are’
superseded by this Agreement.

This Agreement may only be modified, amended, or terminated by 2 later agreement in
writing executed by the party to be charged with the mudification or drhendment.

21. GENERAL PROVISIONS FOR ESCROW HOLDER. No notice, demand, or -
change of instructions shall be of any effedt in ‘this escrow or bg recorded by Escrow Holder
unless given in writing sand signed by both Buyer and Seller. It is fully undetstood that the
liability. of Escrow Holder hereunder stiall be-confined to those things specifically called for in
these instructions, All disbursements shall be made by check of Escrow Holder.

. Escrow Holder may use a 30-day month for prorations. - Recordation of any instrument
delivered through escrow, as necessary-or proper for the issuance of the policy-of fitle imsurance,
isauthorized. All fimds received in this escrow shall bs.deposited with other fuids in a general
account of Bserow Holder, with any state or national bank doing business in the Stite of Utali
and may be deferred to any other such general ‘escrow account.

If Bscrow Holder is unable to ¢ontply. with these instruetions arid. close of escrow on or
prior to the date set forth for said closing; withoiit fault on the pait of either party, all money and

do20
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documents deposited with Escrow Holder shall thereafter be rsturned, upon-demand, to the party
depositing such money or documenis.

If Escrow. Holder cannot comply. with these instructions on or before the date set for the
close of escrow due to the finlt of either one of the parties, then the cancellation changes shall be.
paid egually by the parties, -

Escrow Holder’s knowledge of matteis affeeting: the Propérty - (providing such facts do
not prevent compliance with these instructions) or Escrow Holder’s delivery or return of funds or
documents made in sirict accordance with this Agreement to the person or persons entitled
thersto, shall not create any liability or duty on the Escrow Holder in addition to its
responsibilities under this Agreement.

Mo notice, demand, or change of instructions shall be of any effect in this escrow or be
recorded by Escrow Holder unless: given in writing and sigiied by both Buyer and Seller. It is
fally understoed that the liability-of Bscrow Holder hereunder shall be coxnfined to those things
specifically called for in these instructions. All disbursernents-shall be made by check of Escrow
Holder, ' .

'z 22, NO MERGER. All of the terms; provisions, representations, warranties, covenants
and sgrecmeénts;of the parties nnder this Agreement shall survive the Close.of Escrow and shall
not be merged into the Grant Deed or othér documents.
C) 23. EXECUTION OF AGREEMENT. The paties hereto shail cach: fully execute this
s Agreement on or before May 1, 2005. The Effective Date of this Agresment must be on or
before May 1, 2005. If either party fails to execute this Agreement on or before May 1, 2005,
the terms, conditions and agreements contained in this documerit shall be oull and void and
unenforceable by either party,

IN WITNESS WHEREOF, the undersigned have executed this Purchese Agreement and
Escrow Instructions effective on the date first writter: above,

BUYER: Castle Arcli Resl Estate SELLER: Highway One Group, Inc.

By, bt T | By,uw;ﬂ e

Max Bacgrra- Iits President
Date: MAY 3 2005~ Date: f{ §%0{




