











































































































EXHIBIT B
MASTER PARTICIPATION AGREEMENT















the Loan. To the extent the Participation Loan has been previously funded, Participant
agrees to pay Lender any amount to be paid by Participant for the Participating Interest
in then-available funds at the time Participant returns a fully-executed copy of the
Participation Certificate to Lender. To the extent the Participation Loan has not been
previously funded, Participant agrees to pay any amount to be paid by Participant for the
Participating Interest as to each advance by check or draft of then- available funds, or as
otherwise directed by Lender at the time of funding of the advance, or at such later time
as Lender directs. In the event Participant fails to fund a required advance in a timely
manner, Lender may terminate its obligation to tender further investments in the
Participation Loan to Participant without notice.

5. Review of Documents. By execution of a Participation Certificate, Participant
acknowledges that Participant has reviewed such documents as Participant has deemed
appropriate in connection with the applicable Participation Loan and has made its
decision to purchase the related Participating Interest based upon such review and
whatever further advice of Participant’s own advisors as Participant has deemed
appropriate.

g Participating Interest Remittances. Not later than the fifteenth (1 5"") day of every month,
Lender will remit to Participant any principal and/or interest payment in connection with
this Participation Loan to which Participant is entitied hereunder. These remittances will
be made in the manner specified in the applicable Participation Certificate.

7. Reports. In addition, Lender will provide standard participation accounting reports, as
those reports may change from time to time, promptly following generation and comply
with all reporting requirements set forth in the Lender Manual, as such may be amended
from time to time.

8. Participation Loan Collections. Subject to any limitations set forth in this Agreement, the
Lender Agreement and the Lender Manual, Lender has the exclusive right to, and will
use reasonable efforts in attempting to, collect any and all items (including interest and
principal payments and direct expense reimbursements) due or collectible in connection
with the Participation Loan.

9. Default. If either Party acquires any knowledge of a default in connection with a

Participation Loan or any matter which, in its judgment, such Party deems may affect the
enforceability or collectability of such Participation Loan, then the Party having such

| knowledge will, with reasonable promptness, notify the other Party in writing, and the

| Parties will thereafter consult regarding the action to be taken in connection therewith

| pursuant to Section 3(D) of this Agreement. Except as limited by this Agreement,
Lender has the responsibility to implement any actions determined to be appropriate,
and in connection therewith, may contract with such agents as Lender deems
appropriate. Participant shall not have any responsibility whatsoever to reimburse
Lender any amounts Lender pays third parties in connection with enforcing a
Participation Loan.

10. Limitation of Participant’s Duties. Participant has no duties or responsibilities except
those expressly set forth in this Agreement. Participant does not have any obligations to
Lender relative to a Participation Loan, and nothing in this Agreement is intended to or is
to be so construed as to impose upon Participant any obligations in respect to a
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Participation Loan except as expressly set forth herein.

11 Lender’s Duty of Care. Participant hereby acknowledges that Lender, in the

performance of its duties and obligations hereunder, shall be obligated to exercise the
degree of ordinary care as to a Participation Loan which Lender exercises in the conduct
and management of loans similar to the Participation Loan.

12. Lender Representations and Warranties.

A. Lender hereby represents and warrants to Participant that at the time Lender
executes the Participation Certificate:

(1)

(8)

(9)
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The execution, delivery and performance of this Agreement and the
Participation Certificate have been duly authorized by all requisite
corporate or other actions of Lender;

Lender is, or upon the satisfaction of certain conditions contained in the
loan commitment will be, the owner of the applicable Participation Loan
and has the right to sell to Participant the applicable Participating Interest;

Lender has in its possession (or will have in its possession prior to
funding) fully executed counterparts of the applicable Loan Documents;

Lender has no actual knowledge of any fact which in Lender’s opinion
would materially adversely affect the enforceability or collectability of the
Participation Loan which it has not disclosed in writing to Participant;

Lender has provided Participant with copies of all current credit
information Lender has as to the parties obligated in connection with the
Participation Loan, and any information provided is, to the best of
Lender’s knowledge, true, complete and accurate as to the subject matter
thereof, except as otherwise noted by Lender,;

Lender will promptly provide the Participant upon request with copies of
all relevant credit and other information in the possession of the Lender
that are used by the Lender as the basis of and for its decision to make
the Loan to the Borrower;

Lender will additionally provide the Participant with copies of the Loan
Documents that are executed by the Borrower as well as by other co-
makers, guarantors and endorsers under the Loan;

The Borrower, together with all co-makers, guarantors and endorsers
under the Loan, has consented to the sale of the Loan;

The Loan satisfies all guidelines and requirements set forth in the Lender
Manual in effect on the date the Loan is funded by Lender; and

Where the Loan is presently in existence:

(i) There are no events of default under the Loan and/or under the




Loan documents,

(i) The Loan has not been classified as delinquent on the books of
the Lender;

(i) The Loan is presently on accrual status; and

(iv)  The terms of the Loan have not previously been renegotiated as a
result of a prior loan default or deterioration in the Borrower’s
financial condition.

B. The Lender makes no representations or warranties, whether express or implied,
to the Participant, as to the collectability of the Loan, the continued solvency of
the Borrower, or as to the existence, sufficiency or value of the collateral securing
the Loan in the event of a Loan default.

C. The Lender makes no representations or warranties, whether expressed or
implied, to the Participant as to the validity and enforceability of the Loan
‘documents, other than that:

(1) The Loan documents were validly executed by the Borrower, as well as,
to the degree applicable, by the co-makers, guarantors and/or endorsers
under the Loan;

(2) To the extent required under applicable law, the security agreements
under the Loan were (and/or will be) properly recorded and/or filed in
order to result in the valid perfection of a security interest in the collateral
subject to such agreements; and

(3) To the extent required under applicable law, the Lender has taken, and/or
will take, and/or will continue to take whatever additional actions may be
necessary and proper to validly perfect and maintain a security interest on
the collateral securing the Loan.

13. Additional Obligations of Lender

A. The Lender shall promptly notify the Participant in writing within ten (10) business
days should the Lender learn or have any knowledge of the following:

(1) Any change in the financial condition of the Borrower, or of any co-maker,
guarantor or endorser, under the Loan, which may have a material
adverse effect upon continuation of payments under the Loan or the
Loan’s ultimate collectability;

(2) Any material change in the value of collateral securing the Loan;

(3) Any change in lien status as affecting the secured collateral;

(4) Any request by the Borrower, or by any co-maker, guarantor or endorser
under the Loan for any change in the terms and conditions of the Loan, or
in the terms of any note or notes evidencing the Loan or in any security
agreement or instrument securing the Loan;

(5)  Any request by the Borrower, or by any co-maker guarantor or surety
under the Loan for the release, substitution or exchange of any collateral
securing the Loan;

(6) Any request of the Borrower, or by any co-maker, guarantor or endorser
under the Loan for the release of any personal obligations of any such
party under the Loan;
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(7) Any request to the Lender for any change in the terms and conditions of
the Loan, or in the terms of any note or notes evidencing the Loan, or in
any security agreement or instrument securing the Loan;

(8) Any request by the Lender for an increase in and/or substitution or
exchange of collateral securing the Loan;

(9) Any failure by the Borrower to pay principal and/or interest payments
under the Loan when due; and/or

(10)  The occurrence of any other event, which with the passage of time and/or
failure to cure, would constitute an event of default under the Loan, or
under any note or notes evidencing the Loan, or under any Loan
Document and/or security agreement instrument securing the Loan.

B. The Lender agrees to provide the Participant, when requested, with complete
and current credit related and other information concerning the Borrower, the
Loan and the collateral securing the Loan, including, without limitation, copies of:

(1) Current financial statements of the Borrower, as well as of all co-makers,
guarantors and sureties under the Loan;

(2) Any officer's certificates, financial and other statements and information
submitted by the Borrower to the Lender in connection with the Loan;

(3) The records of the Lender reflecting the amounts and dates of receipt of
principal and interest payments under the Loan;

(4) Any information and/or documents in possession of the Lender applicable
to the existence, value and lien status of collateral securing the Loan;

(5) Any additional factual information and/or documents in possession of the
Lender bearing upon the continuing creditworthiness of the Borrower.

(6) All information, documents and reports provided for and required to be
supplied to Participant by Lender pursuant to the Lender Manual, as
amended from time to time.

14. Participant Warranties. Participant hereby represents and warrants to Lender that at the
time Participant executes a Participation Certificate: -

A. The execution, delivery and performance of this Agreement and the Participation
Certificate have been duly authorized by all requisite action of Participant; and

B. Participant has the financial ability and legal authority to fund the Participating
Interest. Participant will have the projected principal of the Participation Loan in
accordance with the terms of this Agreement.

16. Insolvency. In the event Lender becomes insolvent or the subject of a bankruptcy
proceeding, commits an act of bankruptcy, makes an assignment for the benefit of
creditors, is subjected to the appointment by any public authority of any person to take
charge of Lender or Lender’s assets, has Lender's interest in a Participation Loan
involuntarily sold, or in the sole opinion of Participant, is in breach of Lender’s obligation
hereunder or any provision in the Lender Manual, as amended from time to time,
Participant will have the option on notice to Lender to assume all of the powers granted
to Lender in this Agreement and to designate any person or firm, in its discretion, to
exercise such powers. In such event, the Loan Documents and records relative to each
Participation Loan will be delivered promptly to Participant or its designee, as the case
may be, together with such other documents as Participant may reasonably request. In
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the event there are other participants as to a Participation Loan which have similar rights
to Participant, the participant with the then-largest Pro Rata Share will have the option
contemplated in this paragraph; provided that if such Participant shall not exercise such
option, the remaining participants will have a right to exercise such option based upon
the failure of each participant with a greater Pro Rata Share to exercise the option after
notice from the subject participant requesting either an election of the option to assume
Lender’s powers or a release of the option.

16. Amounts Payable to Lender. As stated in Section 2, Participant’s purchase of the
Participating Interest entails the right to receive specified funds paid in connection with
the Participation Loan. Accordingly, Lender will be entitled to retain the following except
as otherwise set forth in the applicable Participation Certificate:

A If the total loan is less than $300,000, thirty-five percent (35%) of interest
collected on the Participating Interest as a Service Fee. As of the date of this
contract, new loans underwritten in the amount of $300,000 or less cannot
exceed 25% of the total Participant's portfolio, unless with prior consent of
Participant.

B. If the total loan is greater than $300,000, one percent (1%) will be collected on
the unpaid balance as a Service Fee.

C. Non-interest late charges arising in connection with the Participation Loan, but
only after all interest payments are brought current;

D. Origination fees and related charges received by Lender in connection with the
Participation Loan, but only after all interest payments are brought current.

17. Notices. Any notice or consent required or permitted to be given hereunder must be in
writing and may be served personally or by mail; if served by mail, it shall be registered
or certified mail with evidence of post office mailing and return receipt requested. If
served by mail, it shall be addressed as follows:

If to Lender: Arcata Economic Development Corporation
Attn: Executive Director
100 Ericson Court
Arcata, CA 95521

If to Participant: County of Humboldt
County Administrative Officer
Attn: Headwaters Fund
825 Fifth Street, Room 112
Eureka, CA 95501

Any written notice shall be deemed received at the time of personal delivery, or if given by
mail, then five (5) days after the mailing thereof. Either party may, by written notice to the
other party as provided herein, specify a different address or additional addresses for notice
purposes. Any consent or approval in this Agreement required of County, the HWF Board,
or the HWF staff, may be exercised by the County Administrative Officer or, upon the
County Administrative Officer’s written authorization, by the HWF Coordinator.
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19.

20.

i

No Brokers. Lender and Participant each warrant to the other that they have not had, -
and will have no, dealings with any agent or broker in connection with the negotiation or
performance of this Agreement and hereby agree to indemnify and hold the other
harmless from any cost, expense, or liability for any compensation, commission or
charges claimed by any agent or broker with respect to this Agreement or the sale of a
Participating Interest pursuant to the provisions hereof.

Securities Laws. Participant releases Lender to the maximum extent permissible under
law from any liability under state or federal securities laws arising from the failure by
Lender to register a Participating Interest. Participant and Lender acknowledge that it is
their respective analysis that a Participating Interest is either not a security under federal
or state law or, if a security, is exempt from registration or qualification.

Term and Continuing Obligations of the Parties. The Parties obligations under this
Agreement shall commence upon the date first written above and shall continue until
June 30, 2019 except that the Parties specifically agree that the Participant has no
obligation to utilize Lender’s services to purchase any participating interests in loans.
The obligations to service, monitor, and report to the Participant pursuant to the terms of
this Agreement, the Lender Agreement, Lender Manual or any Participation Certificate
shall survive the expiration or termination of this Agreement and shall continue until
Participant's participating interest has been repaid in full.

General Provisions.

A. Each party hereto will pay its own attorney fees incurred in connection with the
negotiation and execution of this Agreement.

B. Notwithstanding any other provision of law, if any lawsuit or proceeding is
brought by either party hereto to enforce the terms of this Agreement, each party
in such proceeding hereby agrees to pay its own court costs and reasonable
attorney fees incurred in bringing and defending such action.

C. Venue for any action relating to this Agreement will be in an appropriate Court in
Humboldt County, California.

D. This Agreement and the terms and provisions hereof will be binding upon and
inure to the benefit of the parties hereto and their respective successors and
assigns.

= This Agreement, the Lender Manual, the Lender Agreement, and the

Participation Certificate, together constitute the entire agreement between the
Parties hereto with respect to its subject matter, supersedes all prior and
contemporaneous agreements between the parties with respect to the subject
matter and may not be modified, amended or otherwise changed in any manner
except by a writing executed by the party to be charged. In the event of any
conflict in the terms of the Lender Manual, Lender Agreement, the Participation
Certificate, and this Agreement, the terms of this Agreement shall control.

F. If any term or provision of this Agreement or the application thereof is held invalid
or unenforceable as to any party, the balance of the Agreement will not be
affected thereby, and each remaining term and provision of this Agreement will
be valid and enforceable to the fullest extent permitted by law.
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It is understood that any and all documents, information, and reports prepared by
and/or submitted by Lender shall become the property of the Participant. Lender
may retain copies for its own records. In the event of termination of this
Agreement, for any reason whatsoever, Lender shall promptly turn over all
information, writings and documents to the Participant without exception or
reservation.

The waiver by either Party of any breach or violation of any requirement of this
Agreement shall not be deemed to be a waiver of any such breach in the future,
or of the breach of any other provision of this Agreement.

For the purposes of this Agreement, time is of the essence.

It is agreed that the laws of the State of California will be applicable to the
interpretation of this Agreement.

Paragraph headings in this Agreement are for convenience only and not an aid in
interpretation.

This Agreement may be assigned by Participant. This Agreement may not be
assigned by the Lender without the written consent of the Participant. In the
event Lender voluntarily assigns its obligations under this Agreement, Lender
hereby agrees that assignee will take over all of Lender's obligations and duties
arising from this Agreement, without exception.

Lender shall comply with Title VII of the Civil Rights Act of 1964 and no person
shall, on the grounds of race, religion or religious creed, color, age (over 40), sex
(including gender identity and expression, pregnancy, childbirth and related
medical conditions), sexual orientation (including heterosexuality, homosexuality
and bisexuality), national origin, ancestry, marital status, medical condition
(including cancer and genetic characteristics), mental or physical disability
(including HIV status and AIDS), military service, or any other classification
protected by federal, state, or local laws and ordinances be excluded from
participation in, be denied the benefits of, or be otherwise subjected to
discrimination under this Agreement.

Lender certifies by its signature to this Agreement that Lender or Lender’s
agents, representatives, employees, contactors, and subcontractors are not a
Nuclear Weapons Contactor, in that Lender is not knowingly or intentionally
engaged in the research, development, production, or testing of nuclear
warheads, nuclear weapons systems, or nuclear weapons components as
defined by the Nuclear Free Humboldt County Ordinance. Lender agrees to
notify Participant inmediately if Lender or Lender’s agents, representatives,
employees, contractors, and subcontractors become a nuclear weapons
contractor, as defined above. Participant may immediately terminate this
Agreement if it determines that the foregoing certification is false or if Lender or
Lender’s agents, representatives, employees, contractors, and subcontractors
becomes a nuclear weapons contractor.

This Agreement has been negotiated at arm'’s length and between persons
sophisticated and knowledgeable in business and real estate matters. In
addition, each party has been represented by experienced and knowledgeable
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EXHIBIT C
PARTICIPATION CERTIFICATE




County of Humboldt
Headwaters Revolving Loan Fund
Participation Certificate

Lender

Arcata Economic Development Corporation
100 Ericson Court, Suite 100A
Arcata, CA 95521

Participant
Countﬂy of Humboldt

825 5" Street
Eureka, CA 95501

Borrower

Proposed Use Of Loan

Note Date Note Number Principal Amt. Lender Investment Participant
Outstanding Investment
Note Due Date Lender Interest Participant Date of First Monthly Payment
Rate Interest Borrower Payment from Borrower
Rate

Lender has agreed to sell and assign, and Participant has agreed to purchase, for the
amount of Participant’s Investment shown above, which shall be paid by Participant upon
written notification of loan closing from the Lender, an undivided interest in the principal amount
outstanding of that certain promissory note or notes (the “Note”) of Borrower to Lender
described above equal in amount to that percentage of the Principal Amount Outstanding which
Participant’s Investment is of the Principal Amount Outstanding; and Lender certifies that upon
the date of such payment by Participant, Participant will be the owner of such an interest in the
Note and will be entitled, under the circumstances and to the extent provided herein, to enforce
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and collect the Note. For purposes of this Agreement, the loan will be considered closed when
all loan and security instruments have been duly executed, filed and recorded all of which is
evidenced by executed security agreements, guarantees, assignments, mortgages and/or
financing statements in favor of Lender.

1. Collections and Expenses

Lender shall receive all Collections, as defined in Section 3C, and apply them on the day
of receipt as follows: Collections shall be applied first to interest which is due on the Note at the
Lender Interest Rate and Lender shall remit to Participant, from the Interest Collected, an
amount of interest computed at Participant’s Interest Rate on the unpaid balance of Participant’s
Investment less an agreed service fee as indicated in Section 1C. Such service fee shall be
retained by Lender from each Collection. Collections in excess of Interest Collected are
“Principal Collected” and Lender shall remit to Participant Participant’'s Percentage of Principal
Collected, less Participant’'s Percentage of Expenses, as indicated below, not previously paid by
Participant. Participant’'s Percentage of Principal Collected is:

A. Participant’s share of collections.
Prorata. 50% of Principal Collected.

None Reimbursed Expenses. Participant's Percentage of expenses
paid by Participant to Lender and recovered by Lender.

B. Participant’s percentage of expenses.
None Shared Expenses. None % of Expenses.
C. Participant’s payment to Lender for Servicing.

If the total loan is less than $300,000, thirty-five percent (35%) of interest collected on
the Participating Interest as a Service Fee.

If the total loan is greater than $300,000, one percent (1%) will be collected on the
unpaid balance as a Service Fee.

Lender shall retain __n/a % of the unpaid balance of the Participant’s Investment, or
Lender shall retain $ none per transaction.

2. Administration and Servicing

Lender will service and manage the loan in accordance with its usual practices and will
exercise the same degree of care to protect Participant’s interest as it does its own. So long as
Lender exercises such care in the servicing and management of the loan, it shall not be under
any liability to Participant with respect to anything it may do or refrain from doing in the exercise
of its judgment or which may seem to Lender to be necessary or desirable in the servicing and
management of the loan, except for its willful misconduct. Subject to the limitations set forth in
the Master Participation Agreement, the Lender Agreement, and the Lender Manual, Lender
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may take any action determined by it in its sole discretion to be appropriate to enforce payment.
Lender shall immediately notify Participant of any material default of Borrower of which it
becomes aware and of any other matters, which, in its judgment, materially affect the interest of
the parties in the loan. In the event of default by the Borrower, it is hereby agreed that if either
party to this agreement deems foreclosure a necessary remedy, foreclosure of both parties’
interests in the loan will be required. In the event adequate funds are not available to meet
regular installments of the loan therein described, the funds available will be apportioned to the
parties hereto based upon their respective current instaliments of principal and interest due.

In the event of foreclosure, sale or liquidation of the secured real or personal property,
fixed assets, or other obligations due to the parties hereto, from the Borrower, such sums
received from foreclosure, sale, or liquidations shall be paid to each of the parties hereto in
direct proportion to the original principal amounts advanced by the parties following the partial
reimbursement of the direct collection costs incurred by the Lender. These costs shall only
include direct payment to non-staff professionals and legal fees for recouping the funds. These
costs shall be shared in proportion to the blended interest rate being earned by each of the two
parties. (For example, if a there is a fifty/fifty participation on a $200,000 loan at ten percent
interest, Lender is earning thirteen and a half percent interest (13.5%) on lenders funds loaned
and participant is earning six and one half percent (6.5%) on participant funds loaned. This
means lender is earning sixty-eight percent (68%) of the interest and Participant is earning
thirty-two percent (32%) of the interest. Thus collection costs would be split at that rate among
the Lender and the Participant before the remaining funds collected are paid in proportion to the
original amount advanced by the parties.)

3. Additional Terms
This certificate includes the following additional terms:

A. Documentation. Lender will retain for itself and Participant the Note, all ‘
possessory collateral securing the Note, and all agreements, guarantees and
other documents relative to or securing the Note (the “Agreement”). Lender will |
furnish to Participant copies of the Note and Agreement and all annual financial ‘
statements of Borrower received by Lender and will furnish to Participant copies
of all notices and other financial statements of Borrower received by Lender.
Participant may, upon request and at any time during normal business hours,
examine the records of Lender relating to the loan evidenced by the Note.

B. Collateral. The collateral, if any, for the loan, shall be evidenced by executed
security agreements, guarantees, assignments, mortgages and/or financing
statements in favor of the Lender. The parties hereto agree that their respective
positions as secured creditors with reference to the loan herein described will be
considered to be in a parity position as between the parties hereto. As used
herein, parity shall mean equal rights with reference to the collateral, which is the
security for the loan, so that in the event of default by the Borrowers, each of the
parties will be affected on a proportionate basis.

C. Collections. “Collections” means all payments of principal and interest received
by Lender on the Note, including payments by or on behalf of Borrower,
payments received from guarantors or sureties, payments received by means of
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the Note. In the event any Collections remitted to Participant are not finally
collected by Lender or are required to be repaid by Lender to or for the account
of Borrower, Participant shall return such Collections to Lender, but only if Lender
has requested them in writing within sixty (60) days of the Collections being
remitted to Participant.

D. Other Loans.  Any amounts advanced or additional loans made to the Borrower
which are in excess of the original amount of the loan as herein described will not
be covered by the Agreement; provided, however, that “protective advances”
made by either party hereto, for the mutual protection of both parties, shall
receive first priority in the apportionment of funds as herein described.
“Protective Advances” by any party shall only be made after written consent by
Participant. For the purpose of this Agreement, the parties agree that “protective
advances” are payments made by one of the parties hereto for the purpose of
protection of the financial interests of the parties, which are added to the principal
amount due from the Borrower.

E. Term. This agreement shall commence on the Note Date indicated above and
shall terminate upon full repayment of Participant’s interest in the Note.

F. Miscellaneous.

1. Lender will not transfer its interest in the Note without the prior written
consent of the Participant.

2. Any notice or consent required or permitted to be given hereunder must
be in writing and may be served personally or by mail; if served by mail, it shall
be registered or certified mail with evidence of post office mailing and return
receipt requested. If served by mail, it shall be addressed as follows:

Lender

Arcata Economic Development Corporation
Attn: Executive Director
100 Ericson Court, Suite 100A

set-off by Lender and net proceeds received from the disposition of collateral for
Arcata, CA 95521

Participant

County of Humboldt

County Administrative Officer
Attn: Headwaters Fund

525 5" Street

Eureka, CA 95501

3. This Agreement binds and insures to the benefit of the successors and
assigns of the parties hereto and is governed by the laws of the State of
California. This Agreement shall remain in full force and effect until such time
as the loan herein described has been satisfied of record or this Agreement is
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otherwise terminated in accordance with the provisions of the Master
Participation Agreement.

IN WITNESS WHEREOF, the parties have caused this Agreement to be executed as of
the following date.

DATED:

Lender

Signature

Name and Title

Participant

Signature

Name and Title
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